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MONDAY,  JUNE  80,  1019. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  call,  at  10.15  o'clock  a.  m.  in  the 
committee  room,  Senate  Office  Building,  Senator  George  P.  McLean 
presiding. 

Present,  Senators  McLean  (chairman),  Page,  Gronna,  Norris, 
Calder.  Newberry,  Keyes,  Hitchcock,  Pomerene,  Fletcher,  Henderson, 
and  Walsh. 

Present  also,  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Currency ;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency; Sir.  Wade  H.  Cooper,  and  others. 

Tne  committee  had  under  consideration  the  nomination  of  Mr. 
John  Skelton  Williams  as  Comptroller  of  the  Currency. 

The  Chairman.  This  meeting  was  called  for  the  purpose  of  con- 
sideration of  the  nomination  of  Mr.  John  Skelton  Williams  for 
Comptroller  of  the  Currency. 

Senator  Pomerene.  The  committee  went  fully  into  this  at  the 
last  session,  taking  a  large  amount  of  testimony.  If  there  is  any 
new  testimony,  I  can  understand  why  that  should  be  heard,  but 
if  it  is  simply  a  repetition  of  the  old  testimony,  haven't  we  the  full 
record  ? 

The  Chairman.  Senator  Pomerene,  you  will  remember  that  along 
near  the  close  of  the  hearing  last  session  the  Riggs  Bank  became 
insolved.  The  Comptroller  brought  an  action  against  the  bank, 
and  some  portions  of  that  record  were  put  into  the  hearings.  The 
president  of  the  bank  notified  me  shortly  after  the  close  of  last 
session  that  he  wanted  to  be  heard  if  Mr.  Williams'  name  was  sent 
in  again.  I  notified  him  and  he  said  he  would  be  here,  and  he  was 
very  anxious  to  be  heard. 

Senator  Pomerene.  I  am  not  objecting,  if  there  is  any  new  testi- 
mony.    If  there  is  any  new  testimony,  of  course  we  should  hear  it. 

The  Chairman.  That  would  be  in  trie  nature  of  new  testimony. 

Senator  Pomerene.  But  if  it  is  simply  a  repetition  of  what  we 
had  had  heretofore,  it  seems  to  me  we  nave  that  already  in  printed 
form,  so  that  it  would  save  the  committee  a  lot  of  time.  "^ 

The  Chairman.  We  ought  not  to  go  over  that  again.  ^ 

Senator  Fletcher.  My  recollection  is  that  the  extent  to  which    ^ 
Riggs  Bank  was  insolved,  and  the  relevancy  of  it  to  this  matter,     ^ 
was  voted  on  by  the  committee,  and  the  committee  decided  that 
there  was  nothing  in  regard  to  the  Riggs  Bank  that  had  any  bearing 
here,  and  there  was  no  need  for  their  being  heard.     "Was  it  not 
voted  on  by  the  committee? 

Senator  Norris.  As  I  remember  it  now,  I  expected  the  Riggs 
Bank  to  be  present,  but  they  did  not  come.  As  far  as  I  am  person- 
ally concerned,  I  do  not  care  whether  you  have  any  hearings  or  not. 
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But  there  are  some  new  members  of  the  committee.  I  have  nc| 
objection  to  hearings.  I  was  as  patient  as  I  could  be,  and  attended* 
the  hearings  before.  There  was  a  good  deal  of  it  that  I  thought 
was  chaff.  But  I  am  willing  to  go  into  it  again,  particularly  if  the 
new  members  want  to,  or  if  there  is  something  new.  As  far  as  I 
am  personally  concerned,  I  do  not  care  whether  you  have  a  syllable 
more.  I  am  ready  to  vote  right  now.  But  I  realize  that  especially 
the  new  members  of  the  committee  may  not  be  prepared  to  vote. 

Senator  Pomerene.  There  is  no  doubt  about  that.  My  only 
concern  was  to  avoid  repetition. 

Senator  Norris.  I  would  like  to  do  that  too. 

Senator  Pomerene.  We  have  the  testimony  here,  and  they  will 
all  be  interested  in  reading  it.  But  you  can  read  the  testimony 
very  much  more  quickly  than  you  can  sit  here  and  hear  it  a  second 
time. 

The  Chairman.  Mr.  Cooper,  have  you  anything  to  present  to  the 
committee  ? 

STATEMENT  OF  MB.  WADE  H.  COOPER,  OF  WASHINGTON,  D.  G. 

Mr.  Cooper.  Mr.  Chairman  and  Senators,  I  do  not  knQw  whether 
you  want  to  go  into  the  record  any  further  or  not.  But  I  do  think 
you  ought  to  know  what  has  transpired  since  the  adjournment  of 
Congress. 

Senator  Norris.  Mr.  Chairman,  unless  some  other  member, 
particularly  the  new  members  who  have  come  in,  desire  to  take  a 
different  course,  I  would  suggest  that  Mr.  Cooper  be  requested  to 
confirm  whatever  he  has  to  say  to  things  that  have  happened  since 
the  committee  had  this  matter  up  in  the  last  Congress. 

The  Chairman.  Yes;  I  think  it  is  well  to  understand  that. 

Mr.  Cooper.  That  is  what  I  intended  to  do.  I  state  here  the 
charges  at  the  last  session,  and  then  I  say: 

I  now  desire  to  supplement  the  above  charges  with  the  following: 
Sixteenth:  That  John  Skelton  Williams,  since  the  last  session  of  Congress,  in  order 
to  gratify  his  revenge  toward  me  for  appearing  in  opposition  to  his  confirmation,  in 
violation  of  his  promise  that  there  would  be  no  reprisals  as  to  persons  who  appeared 
against  him,  and  in  utter  violation  of  the  executive  sessions  of  the  Banking  and  Cur- 
rency Committee,  which  he  has  treated  with  contempt,  and  in  violation  of  his  oath  of 
office  to  protect  the  banks  under  his  supervision,  has  circulated  or  caused  to  be  circu- 
lated numerous  libelous  circulars  in  different  parts  of  the  country  reflecting  upon 
me  and  my  brothers,  with  the  single  hope  of  discrediting  me  and  destroying  the  banks 
of  which  I  am  president,  especially  the  United  States  Savings  Bank,  of  \Vashington, 
as  well  as  all  the  banks  in  which  my  brothers  are  interested  in  the  South.  This 
libelous  circular,  with  some  amendments,  repeats  and  reaffirms  the  statements  which 
he  made  before  the  Banking  and  Currency  Committee  to  the  effect  that  1  had  obtain ed 
by  false  pretenses  about  $65,000  from  the  United  States  Savings  Bank  by  sale  of  some 
of  its  bonds:  that  I  had  obtained  about  $25,000  from  a  bank  in  Georgia  by  a  sale  of 
certain  bonds  of  the  same  if«ue.  Both  of  these  statements  were  shown  to  be  abso- 
lutely false  before  the  committee  and  the  facts  distorted,  twisted,  and  misrepresented 
by  John  Skelton  Williams,  in  an  attempt  to  reflect  upon  me.  His  sole  aim  and  object 
was  to  create  a  "run"  on  some  or  all  oi  the  banks,  especially  upon  the  United  States 
Savings  Bank.  1  understand  that  he  inquired  of  one  party,  "What  would  happen  to 
the  stockholders  of  that  bank  if  it  should  have  a  run,"  thereby  establishing  conclusively 
that  his  purpose  was  to  reflect  upon  me  and  to  create  a  "fun"  on  the  United  States 
Savings  Bank  by  circulating  these  scandalous  and  libelous  circulars  in  different 
parts  of  the  city  of  Washington,  as  well  as  the  different  parts  of  the  South  and  other 
parts  of  the  country. 
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Senator  Gronna.  Mr.  Cooper,  I  do  not  want  to  interrupt  you  if 
you  prefer  to  go  on,  but  rather  than  have  you  go  into  this  matter 
again,  which  I  assume  will  take  a  long  time,  because  we  heard  you  at 
the  last  session,  when  you  make  a  statement  that  Mr.  Williams  has 
done  so  and  so,  I  wish  that  you  would  produce  the  letters,  or  produce 
some  tangible  evidence  that  he  has  done  so.  I  do  not  mean  to  say 
this  because  I  disbelieve  your  statement,  but  I  believe  the  committee 
ought  to  have  some  facts. 

Senator  Norms.  I  agree  with  you  fully,  Senator  ,but  let  me  suggest, 
as  I  understand,  Mr.  Cooper  is  simply  reading  his  written  charges. 
They  will  not  be  given  any  consideration  unless  ne  substantiates  them 
by  proof  of  the  facts  that  he  alleges.  It  is  like  a  petition  in  court. 
I  suggest  we  let  him  read  his  written  charges,  and  then. take  up  the 
proof,  if  he  has  any. 

Senator  Gronna.  The  reason  I  suggest  this  at  this  time  is  that  the 
committee  took  up  considerable  time  on  matters,  I  believe,  that  should 
not  have  been  brought  to  the  committee,  and  as  one  member  of  the  com- 
mittee, unless  you  have  something  that  I  would  consider  proof,  I 
would  not  be  willing  to  take  the  time  to  listen  to  it.  I  want  it  under- 
stood, as  far  as  I  am  concerned,  that  I  am  not  willing  to  devote  all  this 
time  simply  to  hearing  charges  made,  unless  they  can  be  substan- 
tiated. 

Senator  Norris.  For  instance,  now,  he  has  made  a  charge  that 
Mr.  Williams  has  circulated  reports  detrimental  to  the  bank  since  the 
last  Congress.  That  is  one  01  the  charges  he  had  already  read.  Of 
course,  ii  it  rests  only  on  the  charge,  I  would  not  give  it  any  consid- 
eration. But  I  would  prefer  to  let  him,  as  a  lawyer  would  in  court, 
read  his  entire  petition  and  then  take  up  the  proof— whatever  he  has, 
for  instance,  on  that  charge.  But  I  do  not  believe  it  would  expedite 
matters,  Senator,  if  we  stopped  him  in  his  charges  to  take  proof  as 
we  went  along.  Why  not  let  him  read  the  whole  charge  and  then 
take  proof  ? 

Senator  Gronna.  It  was  not  my  intention  to  stop  him  at  all,  ex- 
cept to  call  attention  to  the  way  I,  at  least,  would  like  to  have  Mr. 
Cooper  proceed. 

Senator  Norris.  Of  course,  that  is  for  the  chairman  to  decide. 

The  Chairman.  Mr.  Cooper  is  a  lawyer,  and  I  supposed  he  was 
reading  what  he  intended  to  prove  later.  I  assume  that  is  so,  is  it 
not,  Mr.  Cooper  ? 

Mr.  Cooper.  Yes,  sir. 

Senator  Gronna.  If  that  is  understood,  of  course,  I  have  no 
objection. 

Sir.  Cooper.  Mv  statement  continues: 

In  his  circular,  which  h^  has  circulated  from  the  office  of  the  Comptroller  of  the 
Currency,  he  did  not  mention  a  single  chanrc  which  T  had  preferred  ; \3inst  him  or 
th^  proof  offered  to  sustain  the  charg'  s,  yet  in  his  circular  he  announced  that  he  was 
giving  "the  facts  of  the  matter  involved,"  thereby  again  demonstrating:  how  utterly 
impossible  it  is  for  him  to  be  fair,  honest,  and  truthful,  whi  n  he  is  using  the  machinery 
of  his  office  in  the  cowardly  attempt  to  discredit  and  destroy,  if  possible,  the  character 
of  a  man,  as  w°ll  as  an  institution  in  which  so  manv  people  are  interested.  Whether 
his  act  was  and  is  that  of  a  craven  and  a  coward  and  a  dastardly  assassin,  I  shall  leave 
for  vou  to  determine 

* 

Senator  Pomerene  (interrupting).  I  am  not  going  to  sit  here  and 
listen  to  invective.  I  want  to  know  the  facts.  We  will  determine 
whether  the  things  are  true  or  not.  For  one  member  of  the  com- 
mittee, I  protest  against  that. 
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Mr.  Cooper.  I  will  withdraw  that,  Senator. 

Senator  Norris.  I  think,  too,  that  is  an  argument  and  a  conclusion 
that  is  to  be  drawn  from  evidence.  If  he  wants  to  state  the  charges 
before  the  proof  is  offered,  he  can  just  state  what  he  expects  to 
prove  without  arguing  questions  as  he  goes  along. 

Mr.  Cooper.  That  finishes  that  charge. 

Seventeenth.  That  as  director  of  finance  of  the  United  States  Railroad  Administra- 
tion he  wrongfully,  corruptly,  and  unlawfully  sat  quietly  by  and  by  his  act  ratified 
and  approved  a  contract  whereby  the  United  States  Government  efntered  into  a  con- 
tract to  pay  the  Georgia  &  Florida  Railroad,  a  little  line  running  from  Augusta,  Ga.f 
to  Madison,  VI a.,  the  sum  of  $88,000  per  year  net  rental  for  said  railroad  when  the  said 
railroad  was  and  is  hopelessly  insolvent  and  had  sustained  a  net  loss  of  about  $513,000 
for  the  year  previous.  In  elucidation  and  explanation  of  the  foregoing  statement  I 
beg  to  say  that  this  little  railroad  was,  is,  and  for  several  years  has  been  in  the  hands 
of  receivers;  that  its  stock  is  regarded  as  utterly  worthless;  that  its  bonds  are  regarded 
as  little  more  than  worthless;  that  this  road  was  manipulated  and  operated  by  John 
Skelton  Williams  at  or  about  the  time  he  became  Comptroller  of  the  Currency;  that 
his  brother,  Ijangbourne  Williams,  is  and  has  been  one  of  the  receivers  for  the  road 
for  some  time;  that  upon  a  proper  investigation  it  is  believed  that  it  will  be  shown  that 
the  said  John  Skelton  Williams,  as  director  of  finance  of  the  United  States  Railroad 
Administration,  was  influenced  by  reason  of  his  own  selfish  interest  in  the  said  road, 
or  the  interest  of  his  brothers  in  the  said  road,  to  permit  the  United  States  Govern- 
ment to  enter  into  Buch  a  contract  as  above  described,  and  shows  him  to  be  incom- 
petent and  unfit  to  hold  any  public  office. 

I  may  say  that  the  reports  show  that  the  above  railroad  sustained  a  deficit  for  the 
year  1917  of  $518,991,  a  deficit  for  the  year  1916  of  $557,408,  a-deficit  for  the  year  1915 
of  $636,558,  a  deficit  for  the  vear  1914  of  $461,197,  a  deficit  for  the  year  1913  of  $403,234, 
and  a  deficit  for  the  year  19l2  of  $245,277. 

But  notwithstanding  this  record  the  Government  on  or  about  November  1,  1918, 
entered  into  a  contract  to  pay  this  road  the  sum  of  $88,000  net  per  year  for  rental,  as 
the  records  in  the  office  of  the  Director  General  of  Railroads  should  show.  This  road 
is  known  as  a  little  *  'jerk-  water  "  line,  and  it  is  not  believed  that  it  could  possibly  be 
any  advantage  whatever  to  the  Government  during  the  war  or  at  any  other  time. 

Eighteenth.  That  he  is  utterly  unfit  to  be  clothed  with  so  much  power  and  authority 
as  is  given  him  as  Comptroller  of  the  Currency;  that  he  prostituted  the  power  and 
authority  of  his  office  for  the  purpose  of  discrediting  and  destroying  banks  and  bankers 
who  happen  to  oppose  him  or  any  of  his  plans,  as  he  did  in  the  case  of  the  Riggs 
National  Bank,  as  he  did  in  the  case  *f  the  First  National  Bank  of  Canton,  Pa.,  of 
which  Congressman  McFadden  is  president,  as  he  did  in  the  case  of  the  First  National 
Bank  of  Pell  City,  Ala.,  of  which  McLean  Tilton  was  president,  as  he  did  in  my  own 
case,  and  has  done  in  other  cases. 

Nineteenth.  That  his  past  record  shows  him  to  be  utterly  incompetent  and  incapable 
of  discharging  the  important  duties  devolving  upon  him  as  Comptroller  of  the  Cur- 
rency; that  his  past  record  shows  that  practically  every  enterprise  or  institution  with 
which  he  has  been  connected  has  proven  financially  disastrous;  that  this  is  illustrated 
in  the  case  of  the  Seaboard  Air  line  Railroad,  which  ho  operated  and  manipulated 
and  which  finally  collapsed  and  went  into  hands  of  receivers;  that  this  is  also  illus- 
trated in  the  case  of  the  firm  of  John  L.  Williams  <&  Son,  in  Richmond;  in  which  he 
was  a  controlling  factor,  and  which  had  a  creditors'  committee  appointed  to  take 
charge  of  its  affairs;  that  this  is  further  illustrated  in  the  case  of  the  Georgia  <fc  Florida 
Railroad,  above  referred  to,  in  which  he  was  a  controlling  factor,  and  which  finally 
collapsed  and  went  into  the  hands  of  receivers  on  March  26,  1015. 

Twentieth.  That  he  has  grossly  neglected  his  duties  as  Comptroller  of  the  Cur- 
rency; that  he  knows  nothing  of  the  actual  condition  of  the  national  banks  of  the 
country,  and  his  claim  to  the  contrary  is  rank  hypocrisy;  that  he  inquires  into  the 
condition  of  banks  only  when  some  bank  or  banker  happens  to  displease  hi.n;  that 
he  misuses  and  abuses"  the  power  of  his  office  in  an  attempt  to  discredit  or  destroy 
such  banks  or  hankers  as  he  has  done  in  the  cases  above  referred  to.  That  he  knows 
nothing  of  the  actual  condition  of  banks  is  well  illustrated  in  the  failure  of  the  If  eard 
National  Bank  of  Jacks  mville,  Fla.,  a  couple  of  years  ago.  This  bank  was  organized 
about  the  time  John  Skelton  Williams  came  into  office,  with  a  capital  of  £1,000,000 
and  a  surplus  of  a  quarter  of  a  million  dollars;  that  said  bank  within  the  spiye  of  two 
or  three  years  closed  its  doors,  due  to  gross  negligence  of  John  Skelton  Williams  as 
Comptroller  of  the  Currency;  that  upon  the  morning  it  closed  its  doors  I  personally 
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called  on  Comptroller  William*,  as  I  was  interested,  and,  upon  making  inquiry  of 
him  about  the  failure  of  the  Heard  National,  the  only  information  I  got  was  that  I 
was  giving  him  "ad\ance  information." 

Twenty-first.  That  his  old  firm  of  John  L.  Williams  &  »Sons,  at  Richmond,  had  an 
account  with  the  Commercial  National  Dank  of  Washington;  that  they  had  different 
loans  with  said  bank,  Becured  by  said  worthless  stock  or  near-worthies*  bonds  of  the 
above  Georgia  <fc  Florida  Railroad;  that  said  loans  were  frequently  much  in  excess  of 
the  market  value  of  the  said  worthless  or  doubtful  stocks  and  bonds  of  the  said  Geonria 
<5c  Florida  Railroad;  that  said  firm  of  John  L.  Williams  <fc  Sons  frequently  had  over- 
drafts in  said  Commercial  National  Bank;  that  said  overdrafts  were  frequently  cov- 
ered bv  a  svstem  of  kitimr,  carried  on  between  the  Richmond  office  and  the  Baltimore 
office  of  the  brothers  of  John  Skelton  Williams,  but,  notwithstanding  this  fact,  Exam- 
iner Trim  hie  was  never  known  to  criticize  either  the  loans  or  the  overdrafts  of  said 
John  L.  Williams  &  Sons,  brothers  of  John  Skelton  Williams.  This  will  in  a  measure 
enable  the  committee  to  understand  why  it  was  that  John  Skelton  Williams  was  so 
resentful  of  the  charges  which  were  filed  by  me  against  Examiner  James  Trimble. 

There  are  two  other  charges  here,  gentlemen,  that  I  do  not  think  I 
ought  to  read  unless  the  committee  were  in  executive  session. 

Senator  Hitchcock.  Was  there  a  date  to  that  last  paragraph  you 
just  read? 

Mr.  Cooper.  No,  sir.     I  will  withdraw  these  last  two  charges. 

Senator  Hitchcock.  What  is  the  date? 

Mr.  Cooper.  I  did  not  get  the  date.  That  is  since  he  has  been 
comptroller. 

Senator  Henderson.  Do  you  mean  since  the  last  hearing? 

Mr.  Cooper.  No,  sir;  that  has  not  occurred  since  the  last  hearing. 

Mr.  Norris.  If  it  is  a  new  charge,  which  we  have  not  gone  into,  I 
do  not  see  why  we  should  not  hear  it. 

.  Senator  Henderson.  I  understood  we  were  taking  up  things  that 
happened  since  the  last  hearing. 

Mr.  Cooper.  In  substantiation  of  the  first  charge,  that  he  has 
mailed  out  numerous  circulars  seeking  to  destroy  the  banks  in  which 
I  and  my  brothers  are  interested,  he  has  gotten  out  a  mimeographed 
form  of  12  pages,  headed:  "Character  and  motives  of  opposition  be- 
fore Senate  committee  to  confirmation  of  tha  Comptroller  of  the 
Currency/ ' 

It  reads : 

The  within  memorandum  has  been  prepared  for  those  likely  to  be  interested  be- 
cause a  number  of  1  angers  have  expressed  a  wish  to  know  the  facts  of  the  matter  in- 
volved, and  there  is  reason  to  believe  that  misleading  and  false  statements  directed 
against  this  bureau  have  i  een  disseminated  by  several  oi  the  persons  referred  to  herein. 

It  is  I  elieved,  further,  to  be  in  the  interest  of  sound  I  anting  to  present  these  tacts. 
Our  national '»  anks  have  made  a  record  for  efficiency,  growth,  soundness,  and  prudent 
and  honest  management  which  is  vonde'ful.  and  without  precedent  in  the  history  of 
commerc  e  in  this  country  or  any  other. 

When  the  vast  ma;ority  of  the  nea'ly  S.000  national  \  an!<s  are  so  managed  as  to 
command  the  respect  and  confidence  of  the  officials  most  intimately  in  touch  with 
them,  it  is,  in  the  opinion  of  the  Office  of  tho  Comptroller  of  the  Currencv,  proper  and 
in  the  interest  of  decent  banking,  and  especitlly  f<  r  the  protection  of  the  particular 
ban  s  drectly  concerned,  to  present  i<  r  'pitiless  publicitv"  or  the  judgment  of  the 
banking  community,  tranpa't'ois  and  methods  so  deserving  of  criticism  and  censure 
aa  those  described  within,  and  the  motives  of  the  men  guilty  of  such  transactions,  who 
have  been  the  source  of  the  ma'i^n  attacks  upon  this  office. 

Senator  Norris.  Is  that  letter  signed  by  anybody  ? 
Mr.  Cooper.  No,  sir. 

Senator  Norris.  How  do  you  know  it  comes  from  his  office  ? 
Sir.  Cooper.  It  says,  "From  the  Office  of  the  Comptroller  of  the 
Curreney.,, 
Senator  Norris.  Is  that  the  envelope  ? 
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Mr.  Cooper.  That  is  one  of  them.  A  number  of  them  have  been 
handed  to  me,  sent  to  various  citizens  indiscriminately  throughout 
the  country. 

Senator  Norris.  This  one  is  directed  to  Mr.  William  R.  DeLash- 
mutt,  1422  Allison  Street  NW.,  Washington,  D.  C.     Is  he  a  banker? 

Mr.  Cooper.  He  happens  to  be  cashier  of  the  United  States  Savings 
Bank. 

Senator  Calder.  Is  the  letterhead  of  the  paper  you  have  read  from 
his  office  ? 

Mr.  Cooper  (reading) : 

Treasury  Department,  May,  1919,  Comptroller  of  the  Currency.  Address  reply  to 
"Comptroller  of  the  Currency. ' ' 

Senator  Calder.  Was  this  on  the  stationery  of  that  office  ? 

Mr.  Cooper.  Yes;  and  I  may  say  he  got  out  two  series.  The  first 
series  was  nine  pages,  and  then  he  made  some  changes.  That  was 
early  in  March,  the  19th  of  March.  And  then  in  May  he  got  out  a  new 
series  of  12  pages. 

Senator  Norris.  Is  that  the  series  you  are  reading  from  now  ? 

Mr.  Cooper.  Yes,  sir;  the  last  one. 

Senator  Norris.  Is  that  the  envelope  this  document  came  in  ? 

Mr.  Cooper.  No,  sir;  this  was  handed  to  me  by  a  gentleman  who 
had  no  connection  with  th'at  bank. 

Senator  Norris.  Do  you  know  whether  this  envelope  that  I  have 
just  examined  contained  that  kind  of  a  statement  when  it  was  sent 
out? 

Mr.  Cooper.  Yes,  sir. 

Senator  Norris.  Under  the  frank  of  the  comptroller's  office  ? 

Mr.  Cooper.  Yes,  sir.  He  justifies  that,  I  suppose,  as  calling 
attention  to  Mr.  DeLashmutt,  as  cashier  of  the  United  States  Savings 
Bank,  in  this  particular  case.  But  he  has  sent  out  letters  all  through 
the  country — in  every  town  where  we  had  a  bank  he  has  littered  it — 
and  he  has  a  subagent  down  in  South  Carolina,  who  appears  to  be  his 
agent,  who  distributes  them  wholesale,  sometimes  12  in  a  bunch. 

Senator  Norris.  Is  that  a  town  where  vou  have  a  bank  ? 

Mr.  Cooper.  Yes,  sir;  that  is  a  town  where  we  have  a  bank — 
every  town.  The  whole  purpose  seems  to  have  been  to  create  a  run 
and  try  to  destroy  the  bank.     The  next  page  reads: 

MEMORANDUM  CONCERNING  THE  HEARING8  BEFORE  THE  BANKING  AND  CURRENCY 
COMMITTEE  OF  THE  UNITED  STATES  SENATE  ON  THE  PRESIDENT'S  NOMINATION  OF 
JOHN  SKELTON  WILLIAMS  FOR  A  SECOND  TERM  AS  COMPTROLLER  OF  THE  CI  RRENCY. 

When  the  President  pent  to  the  United  State*  Senate  the  nomination  of  John  Skelton 
Williams  to  be  Comptroller  of  the  Currency  for  a  second  term,  the  nomination  was 
referred,  as  usual,  to  the  Banking  and  Currency  Committee  for  recommendation. 

The  committee  proceeded  to  hear  all  who  might  have  reasons  to  offer  against  the 
confirmation  of  the  nomination  or  who  had  complaint-*  to  present  against  the  manage- 
ment of  the  office.     Wide  publicity  was  given  this  fact  through  the  newspapers. 

I  am  not  going  to  read  all  this,  because  it  was  printed  in  the 
printed  hearings. 

The  records  show,  however,  that  despite  the  activities  of  a  few  discredited  bankers 
and  certain  enemies  of  the  administration,  only  three  witnesses  appeared  before  the 
committee  in  opposition  to  <  onfirmation. 

The  first  witness  was  an  official  of  two  comparatively  obscure  local  banks,  operating 
under  State  charter,  but  under  supervision  of  the  comptroller,  because  doing  busi- 
ness in  the  District  of  Columbia,  which  for  several  years  have  been  upon  a  "special 
list"  for  close  watching,  because  of  their  reprehensible  practices  and  mismanagement. 
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The  second  witness  was  a  newspaper  reporter,  with  whom  the  bank  official  above 
referred  to  had  been  negotiating  for  conducting  a  " disguised"  propaganda  against 
this  office,  for  which  he  had  suggested  a  "fee  of  $250  per  week  " — although  this  same 
newspaper  man  admitted  that  he  had  never  heard  anything  which  reflected  upon  the 
integrity  of  the  comptroller's  administration. 

The  third  witness  was  now  ex-Senator  Weeks,  of  Massachusetts,  the  burden  of 
whose  complaint  was  his  fear  that  the  comptroller  might  be  influenced  by  "enmities," 
although  in  his  testimony  before  the  committee  on  February  20,  he  frankly  said: 

'  *  I  do  not  make  the  positive  statement  that  you  have  been  influenced  by  enmities. 
When  I  say  that  I  think  you  have  been,  I  mean  to  say  the  impression  that  the  banking 
fraternity  has  is  that  you  have  been  influenced."  To  support  that  theory,  the  ex- 
Senator  referred  to  the  Riggs  Bank  case,  but  was  promptly  reminded  that  the  decision 
in  that  case  had  been  overwhelmingly  in  the  comptroller's  favor.  He  then  cited 
what  he  claimed  was  a  discrimination  in  the  matter  of  "railroad  deposits ''  but  this 
was  refuted  by  the  introduction  into  the  testimony  of  a  letter  from  an  officer  of  the 
company  he  claimed  had  been  discriminated  against,  which  said  emphatically: 

4tIt  has  been  understood  that  large  amounts  of  deposits  of  railroad  funds  have,  as 
a  result  of  Federal  control,  been  drawn  from  other  banks  and  trust  companies  in  Mew 
York,  for  various  purposes  and  for  various  reasons/'  but  that  "the  propriety  of  so 
doing  has  not  been  questioned  by  the  company  or  its  officers." 

The  Banking  and  Currency  Committee  at  the  conclusion  of  the  hearings  reported 
the  nomination  favorably  to  "the  Senate  9  to  4,  3  of  the  7  Republican  members  not 
voting. 

The  following  excerpts  from  the  testimony  given  before  the  Banking  and  Currency 
Committee  of  the  Senate  by  the  Comptroller  of  the  Currency,  John  Skelton  Williams, 
prove  clearly  the  character  of  the  activities  of  Wade  II.  Cooper,  the  one  bank  official 
already  alluded  to,  who  appeared  before  the  Senate  committee  during  the  entire 
hearing  in  opposition  to  the  comptrollers  confirmation. 

\The  name  of  one  national  bank  to  which  frequent  allusion  in  the  course  of  this 
memorandum  is  necessary,  is  omitted  purposely  because  of  a  desire  to  avoid  as  far  as 
possible  causing  injury  to  its  credit  or  impairing  its  usefulness.) 

That  is  the  bank  down  in  Georgia. 

(The  discredited  individual  who  was  president  and  chiefly  responsible .  for  its 
troubles  is  now  eliminated  from  it,  and  every  means  the  comptroller's  office  can 
apply,  legally  and  properly,  to  restore  and  maintain  its  stability  ^ill  be  used  cheer- 
fully. (Excerpts  from  testimonv  given  before  the  Senate  committee  on  Feb. 
17,  1919.) 

Then  he  proceeds  to  read  all  that  stuff  that  he  read  to  you  gentle- 
men before,  part  of  the  printed  record.  He  does  not  give  my  side 
of  it.     He  said  he  was  giving  the  facts  of  the  matter  involved. 

The  Chairman.  I  do  not  know  that  there  is  any  objection,  and 
Mr.  Williams  would  like  to  ask  a  question. 

Mr.  Williams.  I  should  like  that  entire  statement  to  go  into  the 
record.     I  should  like  to  have  it  read  for  the  benefit  of  the  members. 

Senator  Hitchcock.  It  would  certainly  be  proper,  if  he  has  read 
part  of  this,  to  have  it  all  go  into  the  record.  There  can  not  be  any 
doubt  about  it. 

Mr.  Cooper.  I  have  not  read  any  part  of  it- 
Senator  Hitchcock.  I  mean  this  you  have  just  read  from  should 
go  in  as  a  complete  document. 

Mr.  Cooper.  I  never  said  that.  I  read  the  introduction,  i  nd  said 
that  the  balance  was  all  in  the  printed  hearing. 

Mr.  Williams.  Mr.  Chairman,  that   statement  is  not  correct. 

Senator  Hitchcock.  This  is  the  statement  Mr.  Williams  has  just 
recently  sent  out.  You  have  read  only  a  part  of  it.  There  are 
other  parts  which  would  modify  what  you  have  read,  and  I  think 
it  all  ought  to  go  in  as  a  complete  document. 

The  (  hajrman.  Undoubtedly,  Mr.  Williams  will  have  the  right 
to  put  it  in  later  on. 

Mr.  Cooper.  The  only  object  I  had  was  to  save  you  from  encum- 
bering the  record. 
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Mr.  Williams.  That  includes  comments  which  were  not  a  part 
of  the  record,  and  which  I  would  like  particularly  for  this  committee 
to  he  advised  of. 

Senator  Hitchcock.  Of  course,  Mr.  Williams  would  also  have  the 
right  to  direct  the  attention  of  the  committQe  to  any  part  of  it* 
I  move  that  it  go  in. 

Senator  Norris.  There  is  no  objection  to  it  going  in.  I  would 
be  willing  to  have  it  read  now,  even  if  it  is  a  repetition. 

Senator  Hitchcock.  Let  me  ask  you  a  question:  Do  you  claim 
that  statement  gives  a  false  impression  of  what  occurred  before  the 
committee  ? 

Mr.  Cooper.  Absolutely. 

Senator  Norris.  In  what  respect  ? 

Mr.  Cooper.  It  gives  his  side  of  the  statement. 

(The  committee  thereupon  had  informal  discussion,  after  which 
the  following;  occurred:) 

Senator  Norris.  Mr.  Cooper  was  right  in  the  midst  of  an  answer 
to  a  question  asked  by  Senator  Hitchcock. 

Senator  Hitchcock.  I  did  ask  the  witness  whether  he  claimed 
that  this  statement  which  has  just  been  placed  in  the  record,  the 
circular  sent  out  by  Mr.  Williams,  misrepresented  the  occurrences 
before  the  committee,  and  he  answered  that  he  thought  it  did,  and 
I  asked  him  then  in  what  respect. 

Mr.  Cooper.  He  states  that  this  is  the  testimony  offered  by  him 
before  the  committee.  Of  course,  that  is  the  testimony  offered  by 
him  before  the  committee,  but  it  was  shown  to  be  absolutely  false 
under  your  own  questioning,  and  under  the  questioning  of  Senator 
Norris  and  Senator  McLean.     For  instance: 

The  Acting  Chairman.  Mr.  Williams,  you  qualify  your  former  statement,  and  in 
view  of  the  statement  made  this  morning  by  Mr.  Cooper  that  in  addition  to  paying 
16  cents  on  the  dollar  for  the  bonds 

Mr.  Williams.  He  took  over  doubtful  paper.    I  am 

The  Acting  Chairman.  And, furthermore, that  when  the  bonds  were  sold  nominally 
to  the  bank  at  Waycross,  Ga.,  for  100  cents  on  the  dollar,  50  cents  of  that  100  cents  was 
taken  out  in  bad  paper? 

He  does  not  go  into  that.  He  gives  his  ex-parte  statement,  which 
is  absolutely  false. 

Senator  Hitchcock.  In  his  circular,  which  you  have  put  in  the 
record,  does  he  refer  to  part  of  the  testimony  which  he  afterwards 
corrected  ? 

Mr.  Cooper.  Not  a  bit  of  it. 

Senator  Walsh.  Do  you  mean  that  is  absolutely  false  in  fact,  or 
false  in  being;  improperly  stated  from  the  record  ? 

Mr.  Cooper.  False  in  fact,  and  the  record  shows  that.  He  gives 
his  original  testimony,  but  omits  any  questions  asked  him  by 
Senator  Hitchcock,  Senator  Norris,  Senator  McLean,  or  Senator 
Gronna.  or  an}'  answers. 

Senator  Walsh.  You  moan  this  is  not  a  complete  record? 

Mr.  Cooper.  That  i*  right. 

Senator  Walsh.  Not  that  it  is  a  false  record,  but  that  it  is  incom- 
plete.    In  other  words,  it  is  misleading? 

Mr.  Cooper.  Absolutely. 

Senator  Hitchcock.  Of  course,  he  did  not  pretend  to  give  all  th& 
proceedings  before  the  committee.  What  he  purports  to  do  is  to 
give  his  testimony. 
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Mr.  Cooper.  But  not  all  his  testimony. 

Senator  Hitchcock.  In  his  testimony,  your  position  is,  some  of  it 
was  found  inaccurate  t 

Mr.  Cooper.  Yes. 

Senator  Hitchcock.  That  you  pointed  out  the  inaccuracies,  and 
Mr.  Williams  admitted  they  were  maccurate  ? 

Mr.  Cooper.  Yes,  sir. 

Senator  Hitchcock.  Does  he,  in  that  circular,  according  to  your 
claim,  state  the  original  inaccuracies  ? 

Mr.  Cooper.  Not  at  all. 

Senator  Hitchcock.  You  do  not  claim  that  he  restates  the  inac- 
curacies ? 

Mr.  Cooper.  He  does  not  refer  to  any  inaccuracies.  He  just  gives 
the  testimony  he  read  before  you  gentlemen. 

Senator  Norris.  You  mean  that  he  gives  the  testimony  there  as 
he  originally  gave  it,  but  does  not  give  anything  of  your  statement — 
any  of  the  corrections  that  would  modify  the  meaning? 

Mr.  Cooper.  That  is  right;  not  one. 

Senator  Hitchcock.  Will  you  point  out  in  this  statement  what 
inaccurate  thinghe  repeats ? 

Mr.  Cooper.  This  is  the  same  thing  that  I  read. 

Senator  Norris.  I  understood  he  was  just  proceeding  to  do  that 
very  thing. 

Senator  Hitchcock.  No.  He  says  this  contains  a  repetition  of 
some  of  Mr.  Williams's  statements,  which  he  afterwards  admitted  to 
be  inaccurate.     Now,  I  ask  him  to  point  out  that. 

Senator  Norris.  That  is  what  I  understood  he  was  just  starting 
out  to  do. 

Mr.  Cooper.  If  you  are  going  to  let  nie  argue  this  thing — ■ — 

Senator  Hitchcock.  Just  point  it  out  in  the  paper. 

Mr.  Cooper.  Senator  Hitchcock,  vou  remember  he  had  about  a 
13-page  paper  he  read  to  you  ? 

Senator  Hitchcock.  I  am  talking  about  this  you  are  now  intro- 
ducing. 

Mr.  Cooper.  This  is  what  he  read.  This  is  a  copy  of  what  he 
read. 

Senator  Hitchcock.  Just  pick  out  the  page  where  he  repeats  a 
statement  in  which  he  was  shown  to  be  inaccurate  before  the  com- 
mittee. 

Mr.  Cooper.  If  I  go  into  that 

Senator  Hitchcock.  Just  show  it  to  me.  That  is  the  document 
you  have  introduced  in  your  evidence. 

Mr.  Cooper.  For  instance,  where  he  states  in  there  that  I  have, 
practically  obtained  $65,000  for  the  sale  of  the  bonds 

Senator  Hitchcock.  Show  it  to  me  there,  please. 

Mr.  Cooper.  Where  he  has  repeated  that  ? 

Senator  Hitchcock.  Yes. 

Mr.  Cooper.  Senator,  you  asked  mo  to  point  it  out.  Of  course, 
this  is  a  long  document.  I  would  have  to  read  the  whole  story  and 
then  find  it  out  from  the  printed  record. 

Senator  Hitchcock.  You  are  charging  that  there  is  a  repetition 
there  of  something  found  to  be  inaccurate.  You  certainly  can  show 
me  where  it  comes  in. 

Mr.  Cooper.  This  is  a  repetition  of  his  testimony  before  the  com- 
mittee— of  his  original  testimony. 
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Senator  Hitchcock.  Yes. 

Mr.  Cooper.  Omitting  entirely  his  cross-examination. 

Senator  Hitchcock.  Yes.  But,  of  course,  if  you  say  this  gave  an 
erroneous  impression,  you  can  show  me  some  page  or  paragraph  that 
gives  that  impression. 

Mr.  Cooper.  I  refer  to  the  question  where  he  says  I  obtained 
$65,000  for  the  sale  of  the  bonds  of  the  United  States  Savings  Bank. 

Senator  Hitchcock.  Where  is  that  in  this  paper  ? 

Mr.  Cooper.  He  starts  out  at  page  8: 

The  Bureau  of  National  Literature  and  Arts  is  a  corporation  which  has  been  through 
serious  financial  difficulties  and  the  control  of  which  has  been  acquired  by  Wade  fi. 
Cooper. 

And  he  reads  on,  as  he  did  before,  several  pa^es,  just  a  repetition 
of  it.  The  printed  record  shows  he  confessed  his  inaccuracies  after 
you  cornered  him  and  made  him  do  it. 

Senator  Hitchcock.  I  realize  what  you  mean,  but  if  he  made  any 
misstatement  as  to  the  testimony  before  the  committee  it  was  in 
this  document  that  you  hold  in  your  hand.     Show  me  the  paragraph. 

Mr.  Cooper.  It  would  take  an  argument  to  do  that.  I  have  gone 
over  it  and  sifted  it  out. 

Senator  Norris.  It  seems  to  me  from  what  he  has  said  that  is  the 
very  thing  he  is  going  to  do,  if  we  would  allow  him  to  proceed. 

Senator  Hitchcock.  If  you  are  not  able  to  put  your  hand  on  it 

Mr.  Cooper.  There  it  is,  "The  Bureau  of  National  Literature  and 
Arts" 

Senator  Hitchcock.  Read  it. 

Mr.  Cooper.  It  is  the  whole  document,  practically. 

Senator  Hitchcock.  Read  the  part  you  claim  is  a  misrepresenta- 
tion. 

Senator  Norris.  He  says  that  is  what  he  has  done  in  the  argument 
he  has  prepared. 

Senator  Hitchcock.  He  has  introduced  a  document.  This 
document  is  a  witness,  and  he  claims  this  document  contains  a  mis- 
representation. 

Senator  Norris.  Yes;  and  as  I  understand  it,  from  what  he  has 
said  he  has  before  him  an  analysis  of  that  very  document,  in  which  he 
points  out  the  inaccuracies,  and  what  he  claims  to  be  the  misstate- 
ments. 

Senator  Hitchcock.  I  am  asking  him  to  point  to  an  inaccuracy 
here  in  the  document  itself,  not  to  make  an  argument,  but  to  show  a 
paragraph  that  is  a  misrepresentation. 

Senator  Norris.  lie  savs  he  has  done  that  in  that  document,  and 
I  notice  from  the  paper  he  has  pasted  to  it  there  what  purport  to  be 
quotations  from  that  very  article. 

Senator  Hitchcock.  You  are  not  able  to  point  them  out  here  ? 

Mr.  Cooper.  I  have  just  pointed  it  out,  on  page  8. 

The  Chairman.  All  of  that  is  a  misstatement,  as  I  understand  him. 

Senator  Hitchcock.  All  of  that  what  ? 

The  Chairman.  The  memorandum  from  Mr.  Williams  that  he  has 
read  is  incorrect,  it  is  a  misstatement  of  the  actual  facts. 

Mr.  Williams.  Mr.  Chairman,  will  you  not  have  him  point  out  a 
misstatement?     I  claim  every  word  is  literally  true. 
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Senator  Hitchcock.  You  pointed  me  to  page  8.  I  want  to  make 
it  specific.  I  am  not  able  to  understand,  myself,  that  this  whole 
thing  is  false.  I  do  not  believe  you  claim  the  whole  document  is 
false? 

Mr.  Cooper.  Practically  all  of  it  is  false,  unfairly  stated. 

Senator  Hitchcock.  He  says :  t 

The  Bureau  of  National  Literature  and  Arte  is  a  corporation  which  has  been  through 
serious  financial  difficulties  and  the  control  of  which  has  been  acquired  by  Wade  H. 
Cooper. 

You  did  control  it  ? 

Mr.  Cooper.  Yes,  sir. 

Senator  Hitchcock.  It  has  been  through  financial  difficulties? 

Mr.  Cooper.  Yes,  sir. 

Senator  Hitchcock.  So  that  is  not  false  ? 

Mr.  Cooper.  No,  sir. 

Senator  Hitchcock.  It  says  : 

The  United  States  Savings  Bank  held  in  its  assets  certain  of  the  bonds  of  this  com- 
pany, which  assets  had  been  subject  to  criticism  by  the  examiners. 

Mr.  Cooper.  It  seems  to  me,  if  you  pardon  me,  that  he  states  a  lot 
of  facts,  and  then  states  false  conclusions.  Let  me  say  that  a  lot  of 
that  stuff  may  be  reiterated,  feut  the  point  I  make  is  that  the 
conclusion  of  it  reflects  upon  me  is  false,  in  that  when  he  concludes 
somewhere  in  there,  as  I  read  to  you  before 

The  Chairman  (interrupting).  If  the  witness  has  put  his  con- 
clusions in  order,  would  we  not  save  time  by  letting  him  go  on  in  his 
own  way  ? 

Senator  Hitchcock.  I  am  perfectly  willing  to  do  that.  If  he  says 
he  is  not  able  to  point  out  the  false  parts  in  this  document,  that  is  all 
I  want  to  know.     You  may  proceed,  then,  Mr.  Cooper. 

Mr.  Cooper.  I  think  I  ought  to  call  attention  to  this  fact.  There 
is  one  fact  stated  in  that  circular  which  was  not  stated  before  the 
committee  before.  That  is  to  the  effect  that  I  had  used  my  superior 
knowledge  as  a  director  of  the  Bureau  of  National  Literature  and  Arts 
to  impose  upon  or  defraud  other  bondholders. 

Senator  Xorris.  Have  you  that  all  pointed  out  in  your  written 
statement  that  you  started  to  read  ? 

Mr.  Cooper.    I  think  so. 

Senator  Xorris.  Then  read  on. 

Mr.  Cooper.  Here  is  a  pamphlet.  I  want  to  disprove  that  fact, 
because  he  is  asking  that  that  be  made  a  part  of  the  record.  That  is 
the  one  additional  fact  he  introduced  that  was  not  before  the  com- 
mittee. He  claimed  I  bought  the  bonds  of  this  company,  the  Bureau 
of  National  Literature,  by  using  my  fiduciary  relationship  to  impose 
upon  ignorant  bondholders,  and  that  I  had  confessed  the  same. 
Here  is  a  pamphlet  which  I  mailed  out  to  the  bondholders  in  1917, 
seeking  to  reorganize  that  company  and  reduce  the  operating  ex- 
penses. I  want  to  introduce  two  or  three  sections  which  are  brief. 
On  page  10  of  the  document  I  state: 

Had  I  only  a  small  interest,  I  would  feel  it  my  duty  to  call  the  attention  of  the 
bondholders  to  the  situation  and  then  retire  from  the  board,  but  my  interest  is  too 
great.  I  represent  more  than  50  per  cent  of  the  entire  bonded  indebtedness  of  about 
|350,0Q0  outstanding,  and  we  must  see  that  the  bonds  are  paid. 
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Senator  Pomerene.  How  many  of  those  bonds  did  you  or  your 
bank  hold  ? 

Mr.  Cooper.  At  that  time,  I  guess,  I  held  nearly  a  hundred  thou- 
sand personally. 

Senator  Pomerene.  What  did  you  pay  for  them  ? 

Mr.  Cooper.  I  paid  various  prices. 

Senator  Pomerene.  What  were  the  prices  ? 

Mr.  Cooper.  Several  years  ago  I  bought  some  of  them  as  low  as 
35  or  40,  and  then  the  last  batch,  that  put  me  in  control,  I  paid  90 
for. 

Senator  Pomerene.  Did  you  sell  those  bonds  ? 

Mr.  Cooper.  No,  sir. 

Senator  Pomerene.  Did  you  sell  any  part  of  them  ? 

Mr.  Cooper.  Some  of  them  I  sold. 

Senator  Pomerene.  How  many  of  them  did  you  sell? 

Mr.  Cooper.  I  could  not  exactly  tell  you  that.  I  sold  $30,000 
worth  to  the  Waycross,  Ga.,  bank. 

Senator  Pomerene.  That  is  your  brother's  bank  ? 

Mr.  Cooper.  Yes,  sir. 

Senator  Pomerene.  How  much  did  you  get  for  them  ? 

Mr.  Cooper.  $15,000  cash,  and  I  was  to  get  $15,000  in  criticized 
paper,  which  I  never  received. 

Senator  Pomerene.  In  other  words,  you  were  to  get  par  for  them  ? 

Mr.  Cooper.  I  was  to  get  $15,000  in  cash  and  was  to  get  the  bal- 
ance in  criticized  paper. 

Senator  Pomerene.  What  do  you  mean  by  ' 'criticized  paper"  ? 

Mr.  Cooper.  Paper  criticized  as  worthless. 

Senator  Pomerene.  That  is  $35,000  you  sold  ? 

Mr.  Cooper.  $30,000. 

Senator  Pomerene.  Did  you  buy  back  those  bonds  again? 

Mr.  Cooper.  No,  sir. 

Senator  Pomerene.  Did  you  take  any  part  of  them  back  ? 

Mr.  Cooper.  No,  sir. 

Senator  Norris.  What  did  you  actually  get  for  those  bonds  ? 

Mr.  Cooper.  I  got  the  $15,000. 

Senator  Norris.  Did  you  get  the  paper  ? 

Mr.  Cooper.  Not  a  nickel  of  it. 

Senator  Henderson.  How  many  bonds  were  sold  ? 

Mr.  Cooper.  $30,000  to  that  bank. 

Senator  Hitchcock.  You  received  50  cents  on  the  dollar,  then  ? 

Mr.  Cooper.  I  received  50  cents  on  the  dollar*  yes.  He  states  in 
there,  or  insinuates,  as  he  did  in  his  testimony,  that  I  got  a  hundred 
cents  on  the  dollar. 

Senator  Pomerene.  When  you  sold  these  bonds  to  your  brother's 
bank,  was  not  the  debtor  company  that  issued  bonds  in  better  con- 
dition financially  than  it  was  at  the  time  you  bought  them  ? 

Mr.  Cooper.  I  have  been  buying  bonds  for  several  years 

Senator  Pomerene.  I  am  talking  about  these  bonds. 

Mr.  Cooper.  I  have  been  buying  bonds  for  several  years,  and  if 
you  ask  me  the  exact  date  I  bought  those,  I  can  not  tell  you.  But 
the  company  was  in  much  better  condition.  The  bonds  will  be  paid 
absolutely  in  full. 

Senator  Pomerene.  Why  did  you  sell  these  bonds  to  your  brother's 
bank? 
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Mr.  Cooper.  To  assist  in  relieving  it  of  criticism.  In  addition 
to  that  fact,  the  record  shows  we  paid  $30,000  cash  in  there. 

Senator  Pomerene.  Do  you  think  it  would  relieve  it  from  criticism 
to  have  these  bonds  you  had  gotten  at  these  different  valuations  ? 

Mr.  Cooper.  It  assisted. 

Senator  Pomerene.  That  is  all. 

Mr.  Cooper.  They  admit  now  that  the  bonds  are  worth  par,  and 
Mr.  Williams  is  insisting  that  we  be  held  responsible.  They  concede 
they  are  worth  par,  and,  Senator  Pomerene,  when  I  put  the  bonds 
in  that  bank  in  Georgia  we  had  an  understanding  that  if  the  exam- 
iner disapproved  the  bonds,  I  would  take  them  out. 

Senator  Pomerene.  And  these  bonds  you  were  carrying  among 
your  assets  at  20  cents  ? 

Mr.  Cooper.  Yes,  sir;  carrying  them  as  velvet,  so  that  if  we  had 
a  loss  or  anything  we  would  have  something  to  fall  back  upon,  and 
he  criticised  them  at  that. 

Senator  Pomerene.  What  do  you  mean  by  carrying  them  as 
velvet  ? 

Mr.  Cooper.  So  that  we  would  have  that  much  assets  we  did  not 
carry  on  our  books,  equity  we  did  not  carry  on  our  books,  so  that  if 
we  tad  a  loss,  a  rainy  day  came,  we  would  have  something  to  fall 
back  upon. 

Senator  Pomerene.  Why  did  you  not  carry  some  of  your  securities 
about  which  there  was  absolutely  no  question  as  velvet,  instead  of 
these  bonds,  about  which  there  was  a  question  ? 

Mr.  Cooper.  We  got  these  bonds  in  settlement  of  certain  law- 
suits, in  Akron,  Cleveland,  and  Omaha,  and  we  carried  them  at 
about  what  they  cost  us  in  the  settlement  of  the  lawsuits.  But 
they  were  worth  a  great  deal  more. 

Senator  Pomerene.  Lawsuits  between  whom  ? 

Mr.  Cooper.  There  was  a  lawsuit  growing  out  of  the  failure  of  the 
Werner  Co.  Treadway  &  Marlatt  represented  those  people.  I  sup- 
pose you  know  them  ? 

Senator  Pomerene.  Yes;  I  know  them. 

Mr.  Cooper.  And  Walsh  at  Akron,  and  the  Central  National,  and 
the  Werner  Co.     It  was  a  very  complicated  matter. 

I  also  state  on  page  12  of  this  pamphlet  which  I  issued  to  these 
bondholders: 

It  is  therefore  easy  enough  for  me  to  control  the  company,  as  I  represent  a  majority 
of  the  bonds.  I  could  therefore  very  easily  proceed  to  elect  a  board  that  would  vote 
me  a  salary  of  $20,000  as  chairman  of  the  board  or  something  else  which  would  be  just 
as  reasonable  as  paying  Mr.  Barcus  $20,000,  as  I  have  certainly  cost  the  company 
nothing,  when  he  has.  But  I  conceive  it  to  be  my  duty  as  a  director  to  represent  all 
the  bondholders  to  the  best  of  my  ability,  and  I  am  now  giving  you  my  plan  and 
will  be  glad  to  have  all  the  bondholders  cooperate  who  bo  desire.  If  those  who  do 
not  so  desire  prefer  to  sell  their  bonds  will  so  notify  me,  I  will  endeavor  to  place  them 
at  some  reasonable  price,  or  they  can  hold  them  and  participate  in  the  distribution 
of  the  fund  derived  from  the  sale. 

Personally,  I  prefer  to  hold  my  bonds  and  take  chances  on  a  reorganization. 

Senator  Fletcher.  Who  owned  the  stock  of  the  company? 

Mr.  Cooper.  When  I  became  president  of  the  United  States  Savings 
Bank  the  Werner  Co.,  at  Akron,  Ohio,  had  failed.  This  bureau 
company  was  operating  in  Washington.  They  were  operating  kind 
of  interdependently,  indorsed  paper  for  each  other,  and  when  the 
Werner  Co.  at  Akron  failed  I  came  in  and  found  they  had  a  loss  con- 
fronting them  of  thirty  or  forty  thousand  dollars,  and  it  resulted  in 
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two  or  three  lawsuits.  I  took  hold  of  the  situation  and  worked  it 
out,  reorganized  this  company,  got  it  taken  out  of  bankruptcy,  got 
the  creditors  to  surrender  their  claims,  and  to  receive  bonds  for  them. 
In  receiving  these  bonds  these  people  of  Akron,  Cleveland,  Omaha, 
Pennsylvania,  and  New  York  and  other  places  over  the  country  all 
took  bonds.  It  would  take  some  time  to  tell  you  all  about  settling 
these  lawsuits  that  grew  out  of  this  failure  with  this  bank.  I  took 
these  bonds  in  settlement,  giving  them  so  much  money,  costing  v.s 
about  20  cents.  The  Bureau  of  National  Literature  at  that  time  had 
very  little  assets.  A  lot  of  them  were  willing  to  sell  their  bonds 
cheaply,  and  I  was  buying  them.  I  think  the  lowest  I  ever  bought 
was  35  cents,  in  the  Commercial  National  Bank  of  Washington.  The 
company  began  to  make  money.  It  now  has  a  surplus  of  over 
$400,000. 

Senator  Pomerene.  That  is  not  answering  the  question  that 
Senator  Fletcher  asked  you.  He  asked  you  a  question  as  to  who  held 
the  stock — who  owned  this  stock. 

Mr.  Cooper.  I  am  going  to  teii  you  the  story.  In  reorganizing  the 
company  we  agreed  to  put  Mr.  Barcus,  the  former  president,  in  charge 
of  the  company,  and  after  these  bonds  were  paid  he  was  to  have  the 
stock.  But  the  bondholders  were  to  control  the  company,  the  bonds 
to  be  paid  in  10  years. 

Senator  Fletcher.  Who  actuallv  owned  the  stock  all  this  time? 

Mr.  Cooper.  I  assisted  in  reorganizing,  and  Barcus  was  to  take 
charge  of  it  and  work  it  out  and  pay  the  bonds,  and  then  he  was  to 
get  all  the  stock. 

Senator  Pomerene.  You  say  he  owned  the  stock,  and  he  was  to 
get  the  stock.     Between  those  times  who  owned  the  stock  ? 

Mr.  Cooper.  When  it  went  into  bankruptcy  the  creditors  owned 
it.  But  it  was  reorganized,  and  by  the  agreement  of  reorganization 
he  was  to  get  the  stock  when  these  bonds  wrere  paid. 

Senator  Norris.  lie  was  to  get  the  stock,  but  where  was  it  then  ? 

Mr.  Cooper.  When  it  went  into  bankruptcy,  he  owned  it.' 

Senator  Hitchcock.  How  could  he  get  it  if  he  already  owned  it  ? 

Mr.  Cooper.  When  it  went  into  bankruptcy  would  it  not  belong 
to  the  creditors?  Anvwav,  he  owned  it  when  it  went  into  bank- 
ruptcy,  and  the  creditors  all  agreed  to  take  bonds  for  their  claims, 
and  set  him  up  on  his  feet,  and  they  believed  he  could  work  it  out, 
and  he  did. 

Senator  Norris.  You  mean  he  incorporated  a  new  company  ? 

Mr.  Cooper.  Yes,  sir. 

vSenator  Fletcher.  The  books  of  the  corporation  will  show  who 
were  the  stockholders. 

Mr.  Cooper.  He  was  the  main  stockholder,  you  understand. 

Senator  Fletcher.  The  stock  was  worthless  ? 

Mr.  Cooper.  The  stock  at  that  time  was  worthless,  except  for 
future  value. 

Senator  Gronna.  In  purchasing  these  bonds,  did  you  make  that 
purchase  as  an  individual,  as  a  personal  investment,  or  did  you  pur- 
chase them  for  your  bank  ?  Did  you  buy  them  with  the  money  of 
the  bank  ? 

Mr.  Cooper.  Oh,  no.  The  bonds  that  the  bank  held  were  taken  in 
settlement  of  these  lawsuits,  and  as  a  result  of  the  bank  getting 
$77,000  of  those  bonds  in  the  settlement  of  those  lawsuits  I  went  and 
bought  more  bonds  in  order  to  control  the  company  and  work  it  out. 
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Senator  Gronna.  Did  you  buy  them  with  your  money,  or  did  you 
buy  them  with  the  bank's  money  ? 

Mr.  Cooper.  1  bought  them  with  my  money. 

Senator  Hitchcock.  Lawsuits  you  had  with  them  ? 

Mr.  Cooper.  No,  sir. 

Senator  Hitchcock.  Lawsuits  that  the  bank  had  ? 

Mr.  Cooper.  Yes,  sir. 

Senator  Hitchcock.  There  is  a  sort  of  confusion  there  in  my  mind. 
I  thought  you  said  the  bank  had  brought  lawsuits,  and  in  settlement 
it  was  to  take  the  bonds,  and  then  you  said  you  bought  them  with 
your  money. 

Mr.  Cooper.  No;  I  said  the  bank  settled  the  lawsuits  and  took  the 
bonds  in  settlement. 

Senator  Hitchcock.  What  did  you  mean  when  you  said  you  bought 
them? 

Mr.  Cooper.  I  went  out  afterwards  to  secure  the  control  of  the 
corporation,  and  bought  the  bonds  myself. 

Senator  Norris.  In  the  settlement  the  bureau,  of  which  you  were 
president,  took  as  payment  for  its  claim  the  bonds  of  the  company, 
and  then  you,  as  an  individual,  in  order  to  control  the  corporation 
itself,  went  out  individually  and  bought  enough  stock  to  give  you 
control  ? 

Mr.  Cooper.  Bought  enough  bonds. 

Senator  Norris.  In  your  individual  capacity  ? 

Mr.  Cooper.  Yes,  sir.  I  further  state  on  page  13  of  this  pamphlet 
to  the  bondholders: 

My  interest  is  bo  great  that  I  would  not  think  of  taking  any  action  unless  I  believed 
it  to  be  the  best  thing  to  do.  I  shall  proceed  cautiously  and  follow  the  law  and  the 
coatract  literally. 

If  there  is  any  point  which  any  bondl  older  does  not  understand,  which  I  have  not 
made  clear,  I  shall  be  glad  of  the  opportunity  to  make  it  clear. . 

Senator  Hitchcock.  How  docs  this  pamphlet  come  into  the  case  ? 

Mr.  Cooper.  They  were  paying  out  a  lot  of  salaries  over  there;  too 
much  entirely-  for  me,  I  thought,  and  under  the  terms  of  the  reorgan- 
ization agreement  we  were  to  get  10  per  cent  per  annum,  5  per  cent 
interest,  and  a  question  arose  as  to  what  was  meant  by  the  10  per 
cent.  We  were  to  get  10  per  cent  of  the  net  profits,  and  the  question 
arose  as  to  what  was  meant  by  10  per  cent  oi  the  net  profits. 

The  Chairman  .  Mr.  Williams  wants  to  ask  you  a  question,  Mr. 
Cooper. 

Mr.  Williams.  I  would  like  to  inquire  whether  or  not  that  pamphlet 
to  which  he  refers,  and  which  he  says  was  enlightening  the  bond- 
holders at  that  time,  was  given  to  his  own  directors,  the  directors  of 
his  bank,  because  they  wrote  me  a  letter  within  the  past  two  weeks, 
stating  that  they  knew  nothing  about  the  value  of  those  bonds  at  the 
time  that  they  were  required  or  induced  by  Mr.  Wade  Cooper  or  his 
brother,  Thomas  E.  Cooper,  to  sell  them  at  16  or  20  cents  on  the  dollar, 
whichever  it  was.  Apparently  they  were  relying  entirely  upon  the 
judgment  of  Mr.  Wade  Cooper,  the  president  of  the  bank,  in  parting 
with  those  bonds  at  16  or  20  cents  on  the  dollar,  and  have  written  to 
me  that  they  knew  nothing  about  it.  I  am  wondering  whether  they 
were  given  a  copy  of  that  pamphlet  at  the  time.  If  so,  their  mem- 
ories are  short,  and  they  perhaps  have  forgotten  it.     But  they  say 
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they  did  not  know  what  the  bonds  were  worth  and  could  not  find  out. 
I  would  also  like  to  inquire 

Senator  Pomerene  (interrupting).  Just  one  moment.  Let  that 
question  be  answered. 

Senator  Norris.  Now,  Mr.  Chairman,  anybody  who  has  had  any 
experience  with  trying  a  lawsuit  knows  this  is  not  the  way  to  do  it. 
I  tnink  Mr.  Williams  ought  to  keep  still  until  this  witness  gets  through, 
and  then  question  him  as  to  anything  that  he  may  have  to  ask  him. 
Bub  when  ne  makes  a  statement  let  us  not  permit  some  outsider  to 
stop  him  there  and  argue  it  to  us,  as  Mr.  Williams  has  just  proceeded 
to  ao,  and  take  that  question  up.  Why  not  have  orderly  proceedings, 
and  when  Mr.  Cooper  gets  through,  give  Mr.  Williams  an  opportunity 
to  ask  any  questions  tnat  he  wants  to  or  make  any  argument  that  he 
wants  to.  If  you  let  him  argue  every  point  that  comes  up,  we  will 
be  here  all  summer. 

The  Chairman.  Mr.  Williams  asked  the  privilege  of  asking  a 
question. 

Senator  Norris.  These  two  witnesses  were  continually  doing  that. 
When  Mr.  Williams  was  testifying,  I  remember  I  particularly  ob- 
jected to  Mr.  Cooper  interrupting  every  few  minutes,  and  making 
an  argument.  But  when  Mr.  Cooper  came  to  testify  we  found  Mr. 
Williams  doing  exactly  the  same  thing,  and  he  has  started  in  to  do 
it  now.     Why  not  proceed  in  a  more  orderly  way? 

Senator  Fletcher.  It  seems  to  me  a  simple  matter  to  answer 
whether  Mr.  Cooper  let  his  directors  know. 

Senator  Norris.  All  right,  if  you  want  to  do  it  that  way.  Let  us 
let  the  bars  down,  and  it  will  apply  to  Mr.  Williams  when  he  comes 
on.  When  he  makes  statements,  we  will  stop  then  and  have  an 
examination  of  them  and  let  him  be  cross-examined  before  he  goes 
to  anything  else.  It  is  a  rule  that  ought  to  apply  to  both  sides,  or 
else  to  nobody.  "I  only  mention  it  because  it  leads  to  orderly  pro- 
cedure that  every  lawyer  knows  ought  to  be  followed  in  every  orderly 
case.  I  was  a  member  of  the  committee  who  objected  to  Mr.  Cooper 
interrupting  Mr.  Williams  all  the  time.  But  I  found  when  Mr. 
Cooper  got  on  the  stand  Williams  was  another  man  just  like  Cooper, 
and  insisted  on  having  an  argument  every  time  a  statement  was 
made.  And  that  is  what  he  has  started  to  do  now.  This  is  the  only 
time  I  am  going  to  mention  it.  I  can  stand  it,  if  we  are  going  to 
try  it  that  way.  But  I  only  suggest  it  for  the  purpose  of  getting 
some  orderly  procedure  out  of  it.  We  will  never  get  through  if  you 
do  not  do  something  of  the  kind,  and  the  same  rule  that  you  apply 
to  Cooper  I  am  going  to  insist  shall  be  applied  to  Williams  whSn  he 
comes  on,  and  if  you  stop  Williams,  then  when  Williams  is  testifying 
Cooper  must  be  stopped,  until  Williams  gets  his  story  told. 

Tne  Chairman.  Of  course,  it  is  a  matter  for  the  committee  to 
decide. 

Senator  Walsh.  I  think  the  suggestion  was  very  proper,  and  I 
move  that  each  witness  be  permitted  to  make  his  statement  without 
interruption,  unless  he  says  something  that  is  improper  or  irrelevant; 
then  that  the  committee  be  given  opportunity  to  examine  him,  and 
then  that  Mr.  Williams  be  given  an  opportunity  to  examine  him. 

The  Chairman.  Until  the  committee  orders  to  the  contrary,  we 
will  follow  that  course. 

Mr.  Cooper.  What  was  the  question  the  Senator  asked  me? 
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The  Chairman.  You  are  not  to  answer  that.     You  are  to  go  ahead 
with  your  own  statement. 
Mr.  Cooper.  On  page  14  of  this  pamphlet  I  state: 

These  bonds  can  and  must  be  paid. 

This  pamphlet,  gentlemen,  was  written  in  an  effort  to  reorganize 
that  company  and  put  it  on  a  better  basis,  so  that  there  would  oe  no 
question  about  the  payment  of  these  bonds. 

Senator  Henderson.  Mr.  Chairman,  I  suggest  »that  this  pamphlet 
be  left  with  the  clerk  of  the  committee,  so  that  the  members  of  the 
committee  will  have  access  to  it  at  any  time. 

Mr.  Cooper.  Mr.  Williams  states  in  this  circular,  the  only  new 
thing  I  believe  he  brought  out,  which  he  did  not  mention  m  the 
hearing,  that  I  had  been  known  to  make  depreciatory  statements 
in  order  to  buy  these  bonds,  and  he  relies  upon  a  statement  which 
I  made  to  the  effect  that  the  value  of  the  bonds  was  not,  generally 
known  and  as  a  result  of  that  I  had  been  able  to  purchase  them  for 
various  prices,  sometimes  buying  them  as  low  as  35  or  40  cents, 
sometimes  paying  as  high  as  90  cents.  And  when  I  was  paying  35  or 
40  cents,  it  was  some  years  ago,  when  the  company  was  not  in  any- 
thing like  the  condition  it  is  in  to-day,  and  there  was  no  general 
market  for  it.  They  are  not  listed.  People  are  anxious  to  get 
rid  of  bonds  in  a  reorganized  company  that  has  been  in  bankruptcy. 

Now,  coming  to  his  statement,  1  will  state  that  I  had  numbers  and 
numbers  of  those,  100  or  200,  printed  for  the  bondholders,  and  they 
were  in  my  office  at  the  bank,  and  I  know  some  of  the  directors  saw 
them.  I  could  not  tell  you  how  many,  or  who,  but  they  were  there 
for  months,  and  some  of  them  are  lying  up  there  on  top  of  my  desk 
yet.  But,  in  addition  to  that  fact,  he  says  they  wrote  nim  recently 
that  they  had  no  information,  they  did  not  know  what  they  were 
worth.  It  was  hard  to  tell  at  that  time  what  they  were  worth. 
It  was  a  matter  of  opinion.  But  the  records  in  his  office  do  show 
that  Examiner  Trimble  has  been  insistingf or  five  years  that  we  dispose 
of  these  bonds,  and  the  records  of  his  office  show  that  we  have 
insisted  that  they  were  worth  three  times  what  we  were  carrying 
them  at. 

But,  notwithstanding  that,  he  continued  to  insist  that  we  should 
sell  them.  That  letter  is  signed  by  the  board  of  directors  of  the 
United  States  Savings  Bank.  He  recently,  as  he  states,  did  write  a 
letter  out  there  asking  the  board  to  take  such  action  as  the  facts  of 
the  matter  warranted,  or  the  situation  demanded.  .But  he  never 
did  say  what  they  did  warrant,  nor  what  we  should  do,  nor  what 
the  board  should  do.  You  remember,  Senator  Hitchcock,  he*  said 
I  fleeced  mv  brother  in  Georgia,  or  I  fleeced  this  bank,  one  or  the 
other,  but  he  never  said  whicn  one  was  fleeced,  and  he  nover  said 
what  the  bonds  were  worth.  The  only  information  I  have  as  to  the 
value  of  the  bonds  according  to  his  information,  is  that  Examiner 
Trimble  was  out  there  and  examined  me  for  about  a  week,  and  I 
asked  him  what  he  thought  they  were  worth,  and  he  said  they  were 
worth  par.  I  had  a  loan  on  those  bonds  for  30  cents  in  the  Union 
Savings  Bank.  Now  they  have  changed  front  absolutely  and  say 
they  are  worth  par,  I  suppose.  I  think  they  will  be  paid,  absolutely. 
Senator  Fletcher.  Did  the  bank  get  16  or  20  cents? 
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Mr.  Cooper.  The  board  of  directors,  under  the  guidance  of 
Examiner  Trimble,  sold  the  bonds  at  the  carrying  price,  which  was 
about  20  cents,  plus  the  loss  of  the  loss  of  the  paper  which  was  in 
there  on  the  Hurd  National  Bank,  which  had  been  charged  off,  and 

Elus  the  taking  out  of  a  lot  of  other  criticised  paper.  None  of  that 
e  mentions  in  the  circular  letter  which  he  has  gotten  out.  That  is? 
he  may  refer  to  it.  He  repeats  exactly  what  he  said,  but  you  all 
remember  just  about  what  he  said  before  the  committee, as  well  as  I  do. 

Senator  Hitchcock.  I  would  like  to  inquire,  as  I  was  not  in  here  at 
the  beginning  of  the  session,  whether  it  is  the  purpose  of  the  com- 
mittee to  confine  this  now  to  new  testimony  that  has  developed  since 
the  last  hearing  ? 

The  Chairman.  New  testimony.  I  do  not  know  that  it  is  confined 
to  testimony  which  resulted  since  the  last  hearing,  but  anything  that 
was  not  presented. 

Senator  Hitchcock.  I  assumed  we  did  not  want  to  go  through  the 
old  story. 

The  Chairman.  Not  to  repeat  the  old  story. 

Mr.  Cooper.  The  point  I  am  trying  to  make  is  that  he  has  sought 
to  destroy  these  banks  by  mailing  out  this  literature.  Under  the 
Federal  reserve  law  no  examiners  can  give  out  information  except 
under  the  orders  of  the  comptroller,  assuming  that  the  comptroller 
is  a  man  of  probity  and  character  and  will  not  give  it  out  unless  it 
is  for  some  good  he  can  do  the  bank.  But  he  is  scattering  it  all  over 
the  country. 

Senator  Henderson.  The  executive  hearings  were  made  public, 
were  they  not,  at  the  end  of  the  committee  meetings  last  session  ? 

Mr.  Cooper.  No,  sir.  Part  of  Senator  Weeks's  testimony  was,  but 
none  of  the  balance.  It  was  marked  "  Confidential "  on  the  printed 
pamphlet. 

Senator  Henderson.  We  held  open  hearings  after  the  first  few 
days,  did  we  not,  and  all  of  that  testimony  went  out  to  the  public  ? 

Mr;  Cooper.  No,  sir.     The  record  shows  it  was  all  confidential. 

Senator  Henderson.  I  will  ask  the  chairman  if  it  is  not  true  that 
we  decided  to  hold  open  hearings,  and  had  open  hearings  for  weeks  ? 

The  Chairman.  I  think  you  are  right,  Senator  Henderson.  Whether 
it  applied  to  all  the  testimony  or  not,  I  am  not  certain. 

Senator  Norris.  I  think  we  had  open  hearings  for  a  while,  and 
then  had  an  executive  session. 

The  Chairman.  For  a  while;  yes. 

Senator  Norris.  And  Senator  Weeks's  testimony  was,  by  special 
order  of  the  committee,  I  think,  made  public.     I  may  be  mistaken. 

The  Chairman.  I  think  you  are  right  about  that. 

Mr.  Cooper.  The  record  shows  that  when  I  came  in  here  and  said 
that  Mr.  Williams  was  trying  to  intimidate  the  banks,  and  asked  you 
to  have  an  executive  session,  you  held  an  executive  session,  and  from 
then  on  until  Senator  Weeks  got  on  the  stand. 

The  Chairman.  You  had  started  to  read  that  statement,  Mr.  Cooper. 
Have  you  gotten  through  with  it  ? 

Mr.  Cooper.  This  is  m  the  shape  of  an  argument.  I  did  not  know 
whether  you  gentlemen  wanted  to  hear  it  or  not. 

Senator  Fletcher.  Is  there  any  other  new  fact  ? 

Senator  Norris.  Are  you  attempting  to  show  there  wherein  this 
statement  is  erroneous  ? 

Mr.  Cooper.  Yes,  sir. 
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Senator  Norms.  Or  creates  a  wrong  impression  ? 
Mr.  Cooper.  Yes,  sir. 

Senator  Norris.  I  should  think,  if  he  has  anything  in  that  based 
on  evidence,  he  ought  to  be  allowed  to  show  it. 

Senator  Henderson.  Before  we  begin  the  argument,  is  there  apt 
to  be  a  vote  on  this  auestion  this  morning  ? 
The  Chairman.  I  do  not  think  so. 

Senator  Henderson.  I  received  word  from  Senator  Frelinghuysen 
yesterday,  a  member  of  the  committee,  that  he  wanted  me  to  arrange 
for  a  pair  with  him  in  case  there  was  a  vote,  and  I  will  not  be  able  to 
Btav  much  longer  now. 

The  Chairman.  The  other  witness,  Mr.  Hogan,  is  engaged  in  court 
this  morning,  but  he  will  come.  I  shall  request  him  to  come  at  the 
next  meeting  of  the  committee.  I  do  not  think  there  will  be  any 
opportunity  of  finishing  to-day,  if  we  are  to  hear  Mr.  Hogan. 

Senator  Hitchcock.  Mr.  Chairman,  we  are  not  getting  anything 
of  any  value,  and  I  think  we, are  all  in  a  hurry  to  get  through." 

Mr.  Cooper.  Does  the  committee  desire  any  proof  of  tnese  new 
charges  about  the  railroad,  the  leasing  of  the  railroad  to  the  Govern- 
ment at  $600,000  a  year,  when  it  was  a  total  loss  ?  Of  course,  I  do 
not  want  to  tire  the  committee,  if  you  gentlemen  have  made  up  your 
minds. 

Senator  Norris.  I  think  we  ought  to  have  proof  of  the  charges,  of 
course. 

The  Chairman.  You  may  proceed,  Mr.  Cooper,  if  you  have  any- 
thing there. 

Mr.  Cooper.  The  only  way  I  can  prove  those  charges  is  by  sub- 
poenaing witnesses  up  here. 
The  Chairman.  Have  you  the  witnesses  where  we  can  get  them? 
Mr.  Cooper.  They  are  in  the  city. 
Senator  Norris.  Let  us  get  them. 
The  Chairman.  Unless  tnere  is  objection. 

Senator  Pomerene.  May  I  ask  a  question  or  two  as  bearing  on 
that  question  ?     I  want  a  little  more  light  on  this  matter,  so  that  we 
can  ascertain  whether  or  not  the  committee  cares  for  that.     Your 
charge,  as  I  understand  it,  is  that  Mr.  Williams,  on  the  finance  com- 
mittee of  the  Director  General  of  Railroads'  staff,  agreed  to  pay  a 
certain  rental  to  a  certain  railroad  in  Florida,  and  that  this  had  been 
a  losing  concern  for  some  years.     That  is  right,  is  it  ? 
Mr.  Cooper.  Not  exactly.    I  did  not  say  Mr.  Williams  had  done  it. 
Senator  Pomerene.  You  said  he,  with  the  committee,  had  done  it. 
Mr.  Cooper.  I  said  the  committee  had  done  it,  and  he  by  his 
act — I  will  give  you  the  facts.     I  went  to  the  Assistant  Director 
General  of  Railroads'  office  the  other  da>  and  got  the  files,    lie  did 
riot  nut  them  in  my  hand,  but  he  had  them  in  his  hand,  raid  he  kept 
turning  to  them,  and  I  asked  him  why  it  was  they  made  this  lease, 
and  he  said  he  did  not  know;  that  the  road  was  hopelessly  insolvent, 
as  I  had  stated,  and  he  kept  turning  the  pages,  and  he  found  a 
notation,  and  he  said,  "Here  is  a  note  that  the  Director  of  Finances 
did  not  approve  this.     It  was  not  submitted  to  him,"  or  something 
like  that.     Some  notation  like  that  put  in  there.     Manifestly  Mr. 
Williams  knew  of  it,  or  that,  notation  would  not  have  been  in  there, 
and  by  hig  act 
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Senator  Pomerene.  Do  not  go  off  on  a  tangent.  I  want  to  get  a 
certain  fact,  and  allow  me  to  get  it  in  my  own  way.  This  railroad 
was  presumably  taken  over,  as  a  lot  of  other  railroads  were,  by  the 
Director  Genera!  ? 

Mr.  Cooper.  Yes,  sir. 

Senator  Pomerene.  And  he  was  authorized  by  act  of  Congress  to 
do  it.     That  is  correct,  is  it  not  ? 

Mr.  Cooper.  That  is  the  way  I  understand  it- 
Senator  Pomerene.  Having  taken  over  this  property,  the  Director 
General's  office  was  required,  under  the  law,  to  pay  a  certain  com- 
pensation for  the  use  of  that  property.     That  is  rignt,  is  it  not  ? 

Mr.  Cooper.  It  was  not  on  a  standard  form.  It  was  a  special 
contract. 

Senator  Pomerene.  I  am  not  asking  you  about  that.  They  had 
to  pay  a  certain  compensation  for  it  ? 

Mr.  Cooper.  I  do  not  understand  the  law  as  well  as  you  do, 
Senator. 

Senator  Pomerene.  I  think  I  know  something  about  it.  I  had 
something  to  do  with  the  making  of  it. 

Mr.  Cooper.  My  understanding  of  the  law  was  that  they  were  to 
pay  what  the  earnings  of  the  road  were  for  the  three  years  previous . 

Senator  Pomerene.  Your  understanding  is  not  complete.  That 
was  true  as  to  certain  other  railroads,  but  there  were  certain  other 
roads  which  were  supposed  to  be  insolvent,  or  not  in  a  very  pros- 
perous condition,  and  the  Director  General  and  the  companies  were 
authorized  to  agree  upon  the  compensation,  and  presumably  some 
compensation  would  have  to  be  paid  for  a  property  which  was  taken 
over  by  the  Government.  Then,  the  only  question  that  could  be 
raised  was  whether  or  not  the  Government  paid  too  much  if  it  took 
it  over.     That  is  all,  is  it  ? 

Mr.  Cooper.  That  is  a  matter  of  opinion  whether  it  was. 

Senator  Pomerene.  Is  it  your  opinion  that  the  Government  paid 
too  much  ? 

Mr.  Cooper.  It  certainly  did. 

Senator  Pomerene.  How  much  in  excess  of  what  would  be  a  fair 
return  did  it  pay  ? 

Mr.  Cooper.  If  it  lost  $513,000  the  year  previous,  and  they  agreed 
to  pay  $8cS,000  a  year  net 

Senator  Pomerene  (interrupting).  The  property  was  of  some  value, 
was  it  not  ? 

Mr.  Cooper.  It  is  a  little  road  theft  runs  from  Augusta,  Ga.,  to 
Madison,  Fla.     I  think  it  must  have  been  of  mighty  little  value. 

Senator  Pomerene.  The  property  was  of  some  value,  was  it  not? 

Mr.  Cooper.  No,  sir:  utterly  worthless,  my  information  is. 

Sendtor  Pomerene.  It  served  a  community  down  there,  did  it  not  ? 

Mr.  Cooper.  Yes,  sir. 

Senator  Fletcher.  What  is  the  mileage  ? 

Mr.  Cooper.  I  really  do  not  know. 

Senator  Pomerene.  There  is  another  question.  I  understand 
from  your  statement  here  that  Mr.  Barcus  was  to  get  this  property? 

Mr.  Cooper.  Yes,  sir. 

Senator  Pomerene.  The  stock  in  this  company  that  you  speak  of 
here.     What  was  the  name  of  the  new  company? 

Mr.  Cooper.  Bureau  of  National  Literature. 
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Senator  Pomerene.  Did  this  statement  which  you  issued  cor- 
rectly represent  the  fact  in  that  behalf  ? 

Mr.  Cooper.  It  certainly  did. 

Senator  Pomebene.  Which  Was  to  the  effect  that  Mr.  Barcus  was 
to  get  all  this  stock  ? 

Mr.  Cooper.  He  was  to  get  the  stock,  sure. 

Senator  Pomerene.  On  page  16  of  this#pamphlet,  referring  to  the 
pamphlet  to  which  you  referred  a  moment  ago,  entitled  ''To  the 
Bondholders  of  the  Bureau  of  National  Literature,  by  Wade  H. 
Cooper,  Washington,  D.  C,  1917,"  you  say: 

I  want  vou  to  understand  my  plan  thoroughly.  I  propose  to  have  the  whole  plant 
advertised  and  sold,  as  provided  by  the  terms  of  the  mortgage,  and  appear  there  on 
behalf  of  all  the  bondholders  who  cooperate  with  me  and  buy  it  in,  either  for  them  or 
tor  a  new  corporation,  which  shall  issue  to  them  the  same  amount  of  brnds.  Your 
jx>sition  will  be  exactly  the  same  in  the  new  corporation,  except  you  wiU  have  your 
pro  rata  part  of  the  capital  stock  of  the  new  corporation  in  addition  to  voir  bonds. 

You  are  speaking  of  the  prospective  stockholders  and  bondholder!. 
Note  that  language: 

You  will  have  your  pro  rata  part  of  the  capital  stock  of  the  new  corporation  in  addi- 
tion to  your  bonds,  th«  stock  to  stand  in  your  name  and  be  voted  by  you  until  the 
bonds  are  paid,  when  the  stockholders  can  turn  the  stock  over  to  Mr.  Barcus  or  keep 
it  themselves,  as  they  may  elect,  depending  upon  the  lenerth  of  time  required  to  pay 
the  bonds  and  all  the  circumstances  connected  therewith. 

Was  this  statement  correct  ? 

Mr.  Cooper.  Yes,  sir.     That  was  a  proposed  new  organization. 

Senator  Walsh.  What  do  you  propose  to  show  by  these  witnesses; 
just  what  facts? 

Mr.  Cooper.  In  connection  with  the  railroads 

Senator  Walsh  (interposing).  That  the  lease  was  for  too  much? 

Mr.  Cooper.  No.  I  only  expect  to  show  the  facts  I  stated  here, 
that  the  road  was  a  losing  proposition,  hopelessly  insolvent,  in  the 
hands  of  receivers  for  six  years",  and  notwithstanding  that  fact, 
they  proposed  to  give  it  $88,000  a  year. 

Senator  Norris.  Do  you  propose  to  connect  Mr.  Williams  with 
that? 

Mr.  Cooper.  Only  being  the  Director  of  Finance,  that  he  was  a 
brother  of  the  receiver  of  the  road. 

The  Chairman.  He  was  a  brother  of  the  receiver  of  the  road  ? 

Mr.  Cooper.  Mr.  Williams's  brother,  Mr.  Langborn  Williams. 

Senator  Walsh.  I  think,  in  view  of  that  fact,  we  ought  to  have 
the  witnesses,  for  Mr.  Williams's  own  sake,  if  his  brother  was  a  re- 
ceiver and  he  was  a  director  and  making  a  contract  with  him. 

Senator  Hitchcock.  Who  made  the  contract  ? 

Mr.  Cooper.  I  suppose  the  contract  was  made  by  the  usual 
parties — the  legal  department. 

Senator  Hitchcock.  Who  are  they  ? 

Mr.  Cooper.  Judge  Payne,  I*  believe,  is  counsel.  I  do  not  know 
who  makes  the  contracts — the  Director  General,  I  suppose. 

Senator  Hitchcock.  You  do  not  claim  Mr.  Williams  makes  the 
contracts  ? 

Mr.  Cooper.  Mr.  Williams,  I  understood,  was  Director  of  Finance, 
and  was  acting  in  an  advisory  capacity. 

The  Chairman.  Mr.  Williams  knows  all  about  it. 
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Mr.  Cooper.  He  certainly  ought  to  know.  There  was  a  notation 
put  in  there  that  he  did  not  approve  or  submit  to  it  or  something. 
I  do  not  know  exactly  what  it  was. 

Senator  Hitchcock.  That  Mr.  Williams  did  not  approve  of  the 

contract  ? 

Mr.  Cooper.  Yes,  sir.     Some  little  notation  put  in  the  file. 

Senator  Hitchcock.  Yeu  do  not  claim  he  made  the  contract, 
and  you  now  say  it  was  noted  on  the  papers  that  he  did  not  approve  it. 

Mr.  Cooper.  No;  I  say  there  was  some  little  notation  in.  there 
that  it  wras  not  submitted  to  him  for  approval  or  something.  I 
could  not  tell  vou  unless  I  saw  and  read  it. 

Senator  Hitchcock.  So  you  do  not  charge  he  either  made  the 
contract  or  approved  it  ? 

Mr.  Cooper.  I  charge  by  his  act  he  ratified  and  approved  it — 
acquiesced. 

Senator  Hitchcock.  What  was  that  statement  you  just  made — 
that  it  was  not  submitted  to  him  for  approval  ? 

Mr.  Cooper.  There  was  a  notation  which  the  Assistant  Director 
General  read  to  me.  There  was  a  notation  in  the  file  to  the  effect 
that  it  was  not  submitted  to  him  for  approval.  I  am  not  under- 
taking to  give  his  exact  language. 

Senator  Hitchcock.  Is  it  your  purpose  to  prove  it  was  submitted 
to  him  for  his  approval  ? 

Mr.  Cooper.  IS o,  sir;  that  by  his  act  he  acquiesced  in  it,  and  by  his 
act  approved  it,  and  ratified  it. 

The  Chairman.  What  witnesses  would  be  able  to  enlighten  the 
committee  ? 

Mr.  Cooper.  I  think  it  was  made  under  Mr.  McAdoo's  administra- 
tion. Oscar  Price  was  his  assistant,  but  he  has  gone.  Mr.  Hincs  is 
Director  General,  and  I  suppose  he  could  tell  you  more  about  it  than 
anyone  else. 

Senator  Hitchcock.  I  am  wondering  why  you  charge  him  with 
responsibility,  come  before  this  committee  and  say  that  Mr.  Williams 
has  been  guilty  of  culpable  conduct,  when  you  also  tell  the  committee 
that  he  did  not  make  the  contract,  and  that  vou  found,  on  an  investi- 
gat  ion,  that  the  papers  showed  that  it  was  not  submitted  to  him  for 
approval.     What  is  the  force  of  your  charge? 

Mr.  Coopsii.  I  said  he  was  the  Director  of  Finance  of  the  United 
Stales  Railroad  Administration,  and  by  his  acquiescence  he  ratified 
and  approved  it. 

Senator  Pomeuen7:.  What  did  he  do? 

Mr.  Cooper.  By  doing  nothing,  not  opposing  it. 

The  Cuuhman.  Could  they  have  gotten  the  money  without  his 
approval? 

.vlr.  Coopei!.  I  do  not  know. 

Senator  Hitchcock.  You  claim  that  in  his  place  he  was  the  proper 
one  to  make  the  contract? 

Mr.  Cooper.  I  do  not  know.  I  do  not  know  who  makes  the  con- 
tracts. I  do  not  know  who  signs  them.  But  I  am  telling  you  that 
as  director  of  finance  he  ratified  and  approved  the  contract,  with  his 
acquiescence  in  it,  which  was  wrong. 

Senator  Hitchcock.  But  if  he  did  not  make  the  contract  and  did 
not  approve  the  contract,  and  ii  was  a  legal  contract,  and  he  merely 
paid  out  the  money,  where  is  his  culpability  ? 
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Mr.  Cooper.  He  can  approve  by  standing  by,  being  silent,  without 
signing  his  name. 

Senator  Hitchcock.  As  Director  of  Finance,  he  is  required  to  pay 
out  any  money  due  under  a  legal  contract.  Do  you  claim  that  this 
was  not  a  legal  contract? 

Mr.  Cooper.  No,  sir.     I  claim  it  was  an  immoral  contract. 

Senator  Hitchcock.  It  was  made  by  the  proper  people,  was  it  not? 

Mr.  Cooper.  I  do  not  know  who  made  it. 

Senator  Hitchcock.  I  want  to  know  why  you  charge  the  comp- 
troller with  responsibility 

Mr.  Cooper  (interrupting).  Because  he  stood  by 

Senator  Hitchcock  (interrupting).  Wait  a  moment.  I  want  to 
know  why  you  charge  the  comptroller  with  responsibility,  when  you 
do  not  cnarge  that  he  made  the  contract,  and  when  you  admit 
specifically  that  the  papers  show  that  he  did  not  even  approve  it. 

Mr.  Cooper.  Because  he  stood  by  and  acquiesced  in  it. 

Senator  Walsh.  How  did  he  acquiesce? 

Mr.  Cooper.  By  his  silence. 

Senator  Hitchcock.  I  say  there  is  nothing  to  call  any  witness 
on  here 

The  Chairman.  I  do  not  know.  If  there  was  collusion,  it  would 
not  necessarily  appear  in  writing  in  there.  If  there  was  an  acquies- 
cence on  the  comptroller's  part,  and  it  was  a  contract  which  he  must 
have  known  about,  and  knowing  about  should  have  prevented  it, 
it  may  be  important. 

Senator  Hitchcock.  Suppose  the  legal  parties  make  a  contract, 
there  is  nothing  for  the  Director  General  to  do  except  to  pay  out  the 
money  under  the  contract.  If  there  was  any  charge  here  by  this 
witness  that  the  comptroller  had  induced  the  contract,  or  tfiat  he 
had  approved  the  contract,  it  would  be  different.  But  his  direct 
personal  admission  is  that  he  neither  made  the  contract  nor  even 
approved  it  or  ever  saw  it.  If  this  committee  is  going  to  spend  its 
time  in  looking  up  witnesses  on  such  vague  contradictory  testi- 
mony   

Tne  Chairman.  The  situation  is  this:  Mr.  Williams's  brother  was 
receiver  of  this  road,  and  according  to  the  testimony  of  the  witness 
the  road  was  insolvent,  practically  worthless,  and  the  amount  of 
money  paid  by  the  Government  was  unreasonable,  and  Mr.  Williams, 
as  Director  of  Finance,  must  have  known  that  it  was  an  unreasonable 
payment,  and  just  what  his  connection  with  it  was,  of  course,  does 
not  appear  to  the  committee.  It  might  have  been  an  improper  con- 
nection, and  it  might  not. 

Senator  Hitchcock.  Does  the  chairman  know  whether  the  Director 
of  Finance  has  anything  to  do  with  the  making  of  contracts  ? 

The  Chairman.  I  do  not. 

Senator  Fletcher.  Why  not  ask  Mr.  Williams  about  it?  He 
is  here. 

Senator  Hitchcock.  I  have  not  any  objection,  .if  they  want  to 
go  into  it. 

The  Chairman.  I  have  no  objection  to  Mr.  Williams  making  any 
statement  that  he  choses  to  make  at  this  time. 

Senator  Hitchcock.  Let  me  finish  up  with  thi3  witness  first.  I 
suggest  that. 
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Mr.  Cooper.  I  was  asking  if  you  wanted  any  proof  on  that  pro- 
position? If  you  did,  we  would  have  to  subpoena  the  director  or 
assistant  director,  and  let  him  bring  that  file  over  here,  and  we  could 
see  who  made  that  contract,  how  it  was  made,  when  it  was  made,  and 
why  it  was  made.  I  have  no  access  to  the  files.  The  same  way  with 
these  overdrafts  at  the  commercial  National  Bank.  I  think  that 
shows  the  reason  Mr.  Williams  showed  such  resentment  against  the 
charges  against  his  examiner. 

Senator  Fletcher.  The  Director  General  ought  to  know  about  it. 

Senator  Hitchcock.  Why  not  ask  Mr.  Williams,  or  let  some  mem- 
ber of  his  committee  inform  us,  just  who  the  legal  parties  were  who 
made  contracts. 

The  Chairman.  I  have  no  objection. 

Senator  Hitchcock.  Mr.  Williams,  what  did  the  Director  of 
Finance  have  to  do  with  contracts  such  as  this  witness  has  referred  to 
here? 

Mr.  Williams.  I  take  pleasure  in  informing  you  that  I  never  read 
or  advised  in  regard  to  that  contract  at  any  time. 

Senator  Hitchcock.  We  have  asked  you  who  makes  these  con- 
tracts— what  officer  of  the  Government  makes  such  a  contract  ? 

Mr.  Williams.  The  Director  General. 

Senator  Hitchcock.  Who  advises  or  consults  with  him  ? 

Mr.  Williams.  His  staff. 

Senator  Hitchcock.  Who  are  his  staff  ? 

Mr.  Williams.  His  staff  is  composed  of  the  directors  of  the 
different  divisions  of  the  Railroad  Administration. 

Senator  Hitchcock.  Were  you  a  member  of  that  staff  ? 

Mr.  Williams.  I  was  a  member.  I  was  Director  of  Finance  and 
also  Director  of  Purchases. 

Senator  Hitchcock.  So  that  in  making  a  lease  of  any  railroad  you 
would  be  consulted  with  others  by  the  Director  General  ? 

Mr.  Williams.  Ordinarily. 

Senator  Hitchcock.  In  this  particular  instance  what  was  your 
attitude  and  position  ? 

Mr.  Williams.  I  never  even  read  the  contract,  knew  nothing  of  it, 
never  advised  in  regard  to  it,  and  absolutely  kept  away  from  it.  I 
was  not  even  familiar  with  its  conditions. 

Senator  Hitchcock.  Why? 

Mr.  Williams.  Because  certain  members  of  my  family  had  been 
interested  largely  in  that  road,  and  for  that  reason  I  wanted  to  avoid 
having  anything  whatsoever  to  do  with  it. 

Senator  Hitchcock.  What  public  action  did  you  take  to  indicate 
that  you  had  nothing  to  do  with  this  contract? 

Mr.  Williams.  I  so  advised  the  Director  General  that  I  would 
prefer  not  to  have  anything  to  do  with  it,  and  the  contract  was 
approved  at  a  meeting  of  the  staff  at  which  I  was  not  present  and  I 
did  not  even  know  it  would  come  up  at  this  meeting 

Senator  HiTcncocK.  Was  a  notation  made  of  that  fact  on  the 
records   such  as  the  witness  has  described  ? 

Mr.  Williams.  I  have  never  been  over  the  records. 

Senator  Hitchcock.  Your  attitude  is  that  you  took  the  position 
of  having  nothing  to  do  with  it  ? 

Mr.  Williams.  Nothing  whatever. 
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Senator  Hitchcock.  Because  of  the  fact  that  it  involved 


Mr.  Williams  (interrupting).  One  of  my  brothers  was  receiver  of 
the  road.  » 

Senator  Hitchcock  (continuing) — an  agreement  of  the  Govern- 
ment with  some  people  who  were  related  to  you  by  blood  ? 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  You  say  you  did  advise  with  the  Director  General  ? 

Mr.  Williams.  No;  I  declined  to  advise  with  him  in  the  subject. 

The  Chairman.  Just  tell  the  committee  what  the  conversation  was 
that  you  had  with  the  Director  General  with  regard  to  this  matter. 

Mr.  Williams.  I  simply  stood  off.  I  declined  to  have  anything 
to  do  with  it. 

The  Chairman.  But  you  had  a  conversation  with  him  when  you 
declined  to  have  anything  to  do  with  it. 

Mr.  Williams.  It  was  understood  that  I  preferred  not  to  be  con- 
sulted in  regard  to  that  contract,  or  to  give  any  advice  on  it. 

The  Chairman.  How  was  it  understood  ?  Just  what  did  you  say 
to  the  Director  General?     You  talked  with  him  about  it. 

Mr.  Williams.  I  talked  to  him  frankly,  simply  gave  him  to  under- 
stand that  I  did  not  care  to  discuss  or  pass  upon  that  contract.  That 
was  all.  I  never  made  any  suggestion  as  to  whether  it  should  be 
one  figure  or  another. 

The  Chairman.  How  was  the  contract  brought  to  your  attention? 

Mr.  Williams.  It  was  not  brought  to  my  attention.  It  waa 
studiously — at  my  request  and  desire  it  was  kept  away.  It  may, 
in  a  perfunctory  way,  have  been  sent  to  me  as  one  of  the  directors. 
If  it  was,  it  was  sent  back  without  being  read. 

The  Chairman.  Maybe  it  was  sent  to  you  ? 

Mr.  Williams.  It  may  have  been  sent  to  my  office,  but,  as  I  say, 
I  never  even  read  the  contract  and  was  not  familiar  with  its  pro- 
visions. 

The  Chairman.  How  was  your  attention  first  called  to  this 
contract  ? 

Mr.  Williams.  I  do  not  think  my  attention  ever  was  called  to  it 
especially.  It  was  known  I  had  at  one  time  been  connected  with 
the  road,  10  years  ago. 

The  Chairman.  Yes;  but  you  did  tell  the  Director  General  that 
vou  did  not  want  to  know  ahout  the  contract? 

Mr.  Williams.  I  should  be  very  glad  to  look  over  my  letter  book 
and  see  if  I  wrote  him  any  letter  expressing  that  in  writing,  and 
making  it  a  matter  of  record,  or  simply  expressed  to  him  my  prefer- 
ence not  to  have  anything  to  do  with  that  particular  transaction. 

The  Chairman.  Whether  it  was  in  writing  or  was  had  orally, 
what  did  you  say  to  him  ? 

Mr.  Williams.  I  simply  expressed  a  desire  not  to  be  consulted  or 
to  discuss  that  contract. 

The  Chairman.  Do  you  remember  how  it  was  brought  to  your 
attention  ? 

Mr.  Williams.  I  do  not.  In  fact,  I  was  so  particularly  careful 
not  to  have  anything  to  do  with  it,  that  I  do  not  trunk  it  was  brought 
to  my  attention  particularly.  I  know  that  it  was  never  considered 
by  me  or  discussed  by  me. 

The  Chairman.  If  it  had  not  been  brought  to  your  attention, 
how  did  you  come  to  volunteer  the  refusal  to  have  anything  to  do 
with  it? 
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Mr.  Williams.  I  knew  that  the  matter  was  coming  up.  The  con- 
tracts with  all  the  railroads  of  the  country  were  coming  up  and  were 
being  considered  at  the  staff  conferences  from  time  to  time,  and  I 
think  at  a  meeting  of  the  railroad  conference  some  months  ago  the 
minutes  will  show  that  at  the  previous  meeting  some  contract  with 
the  Georgia  &  Florida  Railway  had  been  passed  upon  by  the  staff. 
But  I  think  it  might  be  well  for  me  also  to  make  the  committee  under- 
stand that  the  action  by  the  staff  is  simply  advisory.  The  determina- 
tion is  purely  with  the  Director  General. 

Senator  Pomerene.  Did  you,  directly  or  indirectly,  make  any  sug- 
gestion to  either  the  Director  General  01  Railroads  or  any  of  the  staff 
as  to  what  compensation  should  be  paid  to  the  receiver  or  to  the 
railroad  company  for  their  property  ? 

Mr.  Williams.  Never  at  any  time. 

Senator  Pomerene.  And  you  knew,  of  course,  that  your  brother 
was  the  receiver  of  that  railroad  ? 

Mr.  Williams.  He  was  one  of  three  receivers. 

Senator  Pomerene.  You  knew  also  that  the  Director  General 
having  taken  over  that  property,  some  compensation  would  have 
to  be  paid  to  the  receivers  for  the  use  of  it  ? 

Mr.  Williams.  Presumably. 

Senator  Pomerene.  And  because  of  your  brother's  interest  in  it, 
you  had  nothing  to  do  either  directly  or  indirectly  with  the  fixing 
of  the  compensation  for  that  property  ? 

Mr.  Williams.  Nor  with  any  portion  of  the  contract. 

Senator  Pomerene.  Or  with  tne  making  of  the  contract? 

Mr.  Williams.  Or  with  the  making  of  the  contract.  I  will  also 
state  here  that  my  general  knowledge  of  that  situation  is  that  the 
figures  given  by  the  witness  were  grossly  inaccurate.  I  think  he 
stated  that  the  deficit  immediately  prior  to  the  taking  over  of  the 
road  was  $500,000.  I  am  not  familiar  with  it.  I  have  not  charged 
my  memory  with  it,  but  my  impression  is  that  not  only  was  there  no 
such  deficit,  but  that  the  earnings  of  the  road  for  the  vear  prior  to 
its  taking  over  were  approximately  as  much  as  was  allowed  by  the 
Director  General. 

Senator  Pomerene.  Whether  the  road  was  insolvent  or  not,  the 
Government  having  taken  over  the  property  would  have  to  pay  some 
compensation  ? 

Mr.  Williams.  Had  to  pay  a  proper  remuneration  to  its  owners. 

Senator  Hitchcock.  Have  you  any  financial  interest  in  the  road 
or  any  of  its  securities? 

Mr.  Williams.  A  negligible  interest.  I  think  I  have  an  interest 
worth  probably  four  or  five  thousand  dollars,  which  was  not  purchased 
by  me,  but  taken  in  settlement  of  an  obligation  some  months  ago. 

Senator  Calder.  You  sav  vou  were  connected  with  the  road  some 
ten  years  ago  ? 

Mr.  Williams.  Yes,  sir. 

Senator  Calder.  In  what  capacity? 

Mr.  Williams.  I  was  president  of  the  road  at  the  time  of  its  con- 
struction and  for  several  years  thereafter.  I  think  it  was  built  about 
1907,  and  the  few  years  succeeding.  I  think  I  retired  from  the  presi- 
dency about  1910  or  1912. 
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Senator  Calder.  Were  you  a  director  of  the  road  after  that? 
Mr.  Williams.  When  I  came  on  to  Washington  I  retired  from  all 
corporate  interests  of  every  sort.  I  retired  from  the  firm  of  which  I 
had  been  a  member,  and  from  all  directorships  in  banks  and  trust 
companies,  and  parted  with  all  of  my  interest  in  every  operated  bank 
and  trust  company.  I  was  not  required  to  do  that,  but  I  thought  it 
the  best  thing  to  do. 

Senator  Hitchcock.  What  has  been  the  practice  of  the  Director 
General  in  regard  to  the  roads  which  have  Deen  in  the  hands  of  a 
receiver,  or  been  operating  under  a  deficit?  Has  the  compensation 
paid  been  such  as  to  wipe  out  the  deficit  ? 

Mr.  Williams.  Each  road  is  considered  upon  its  merits.  You  may 
find  some  cases  where  there  may,  for  the  three-year  period,  have  been 
a  very  small  return,  or  no  return.  But  we  may  find  that  in  one  of 
those  three  years  the  road  may  have  been  subjected  to  exceptional 
conditions,  like  a  drouth  or  a  storm,  or  a  flood,  which  may  have  wiped 
out  all  earnings  for  that  year.  In  cases  of  that  sort  the  Director 
General  sometimes  feels  it  is  proper  to  take,  instead  of  the  three 
years,  1915,  1916,  and  1917,  some  other  year  as  a  fair  measure  of  the 
returns  of  the  road.  For  example,  if  a  road  has  been  making  a  million 
dollars  a  year  right  along,  and  in  1915  met  with  misfortune  or  trouble 
of  one  sort  or  another  and  made  no  earnings,  it  might  be  thought 
fair  to  take  some  other  year,  1912  or  1913,  when  conditions  were  more 
normal,  and  would  establish  an  average  on  some  such  basis  as  that. 

Senator  Hitchcock.  The  Director  General  has  that  latitude,  has 
he,  under  the  law  ? 
Mr.  Williams.  There  is  a  certain  latitude  he  has. 
The  Chairman.  It  is  now  pretty  nearly  12  o'clock,  Senators. 
Senator  Fletcher.  What  is  the  length  of  that  road,  Mr.  Williams? 
Mr.  Williams.  I  think  the  road  operates  about  450  miles,  if  I 
remember  correctly. 

The  Chairman.  I  assume  the  committee  will  not  want  to  continue 
this  hearing  after  12  o'clock. 
Senator  Hitchcock.  No. 

The  Chairman.  I  would  like  to  know  what  the  pleasure  of  the 
comtfiittee  is  with  regard  to  the  next  meeting. 
Mr.  Williams.  May  I  finish, "Mr.  Chairman? 
The  Chairman.  You  will  have  plenty  of  opportunity,  Mr.  Williams. 
If  the  committee  will  leave  the  next  meeting  subject  to  the  call  of  the 
chairman,  I  will  undertake  to  get  any  other  individuals  who  wish  to 
protest  this  nomination. 

Mr.  Williams.  I   ask  earnestly   that   the  meetings  be   all  open 
meetings.     If  any  charges  are  to  be  made,  I  want  them  made  openly 
and  above  board. 
The  Chairman.  This  meeting  is  an  open  meeting. 
Mr.  Williams.  I  hope  all  of  the  meetings  will  be  open. 
(Thereupon  at  11.55  o'clock  a.  m.  the  committee  adjourned  subject 
to  the  call  of  the  chairman.) 
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NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 


WEDNESDAY,  JULY  9,  1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  p.  C. 

The  committee  met,  pursuant  to  call,  at  10.15  o'clock  a.  m»,  in  the 
committee  room,  Senate  Office  Building,  Senator  George  B.  McLean, 
presiding. 

Present:  Senators  McLean  (chairman),  Calder,  Newberry, 
Fletcher,  and  Henderson. 

Present  also :  Hon.  Louis  T.  McFadden ;  Hon.  John  Skelton  Wil- 
liams, Comptroller  of  the  Currency;  Hon.  Thomas  P.  Kane,  Deputy 
Comptroller  of  the  Currency;  Mr.  J.  J.  Darlington,  Mr.  Franlk  J. 
Hogan,  Mr.  Wade  H.  Cooper,  Mr.  A.  E.  Jones,  and  others. 

The  committee  had  under  consideration  the  nomination  of  Mr.  John 
Skelton  Williams  as  Comptroller  of  the  Currency. 

The  Chairman.  Mr.  Hogan,  you  understand  the  matter  before  the 
committee  is  the  nomination  of  Mr.  Williams  as  Comptroller  of  the 
Currency.    As  I  understand  it,  you  have  had  a  copy  of  the  testimony  ? 

Mr.  lioGAN.  I  have. 

The  Chairman.  You  can  make  any  statement  you  wish  to  the  com- 
mittee in  regard  to  those  proceedings,  or  any  other  matter  affecting 
Mr.  Williams's  official  conduct. 

STATEMENT  OF  ME.  FBANK  T.  HOGAN,  OF  WASHINGTON.  D.  G. 

Mr.  Hogan.  Mr.  Chairman  and  Senators,  my  name  is  Frank  J. 
Hogan.  By  profession  I  am  an  attorney  at  law.  I  am  a  member  of 
the  bar  of  the  Supreme  Court  of  the  United  States,  of  the  courts  of 
the  district  of  Columbia,  and  of  several  other  Federal  courts.  In 
association  with  Mr.  J.  J.  Darlington,  I  am  one  of  the  general  counsel 
of  the  Riggs  National  Bank,  and  I  have  been  of  counsel  for  that  bank 
since  the  summer  of  1914. 

The  Riggs  National  Bank,  as  such,  has  no  protest  to  make  and  re- 
quests no  nearing  in  regard  to  the  nomination  of  John  Skelton 
Williams  nowT  pending  before  this  committee.  But  at  a  hearing  be- 
fore the  Senate  Banking  and  Currency  Committee  during  the  last 
Congress,  the  question  of  Mr.  Williams's  official  conduct  with  respect 
to  the  Riggs  National  Bank  and  its  officers  since  his  first  appoint- 
ment as  Comptroller  of  the  Currency  was  brought  into  the  record  by 
Senator  Weeks,  of  Massachusetts,  and  in  the  report  of  those  hearings 
is  found  the  expression  of  several  Senators,  members  of  this  com- 
mittee, that  they  desired,  before  they  passed  upon  Mr.  Williams's 
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nomination,  to  hear  the  Riggs  Bank?s  side  of  the  famous  or  notorious 
controversy  between  that  hank  and  Comptroller  Williams.  In  re- 
sponse to  that,  the  then  chairman  of  the  committee,  through  his  clerk, 
Mr.  Beller,  requested  my  appearance  before  the  committee.  Senator 
Weeks  likewise  requested  that  1  appear.  Imperative  professional 
obligations  which  required  my  attendance  upon  a  trial  in  New  York 
at  that  time  prevented  my  being  here. 

I  received  recently  from  the  present  chairman  of  the  committee, 
Senator  McLean,  a  request  to  appear  this  morning,  and  I  consider  it 
the  performance  of  a  duty,  public  in  its  nature,  by  me  personally  to 
come  here.  I  have  had  no  instructions  from  the  bank  or  any  oi  its 
officers.  So  far  as  I  know,  its  board  of  directors  do  not  know  of  my 
appearance.  So  what  I  have  to  say  is  not  what  the  bank  says,  but 
what  I  individually  say. 

In  1836  W.  W.  Corcoran,  the  man  who  founded  the  Corcoran  Art 
Gallery,  the  Louise  Home,  and  various  well-known  charitable  insti- 
tutions in  this  community,  in  association  with  Mr.  George  W.  Riggs, 
formed  the  private  banking  firm  of  Riggs  &  Co. 

From  1836  to  the  present  day  Riggs  &  Co. — or,  as  in  the  course  of 
time  it  became  known,  Riggs  Bank — has  been  the  foremost  financial 
institution  of  the  National  Capital.  For  the  first  60  years  of  its 
existence  it  was  a  mere  copartnership,  first  composed  of  Corcoran  & 
Riggs  and  later  composed  of  Corcoran  and,  when  Mr.  Corcoran  died, 
of  Riggs;  Mr.  Charles  C.  Glover,  who  came  into  it  as  a  boy;  Mr. 
Francis  Riggs ;  Mr.  Hyde ;  Mr.  Johnson ;  and  other  gentlemen  whose 
names  it  is  not  now  important  to  recall. 

It  did  a  world-wide  business.  It  was  always  prosperous.  At  no 
time  in  its  existence  was  there  a  question  of  its  solvency.  At  no  time 
in  its  existence  did  the  men  who  conducted  it  hold  other  than  the 
highest  positions  in  this  community  and  in  the  Nation  generally. 

In  1896,  60  years  after  it  had  been  formed  in  this  community  as  h 
private  banking  house,  it  took  out  a  national  charter,  with  a  capital 
of  $500,000.  That  charter,  as  you  Senators  know,  was,  under  the 
law,  for  a  term  of  20  years,  and  under  the  law  its  renewal  at  the  ex- 
piration of  the  first  term  of  20  years  rested  in  the  discretion  of  the 
Comptroller  of  the  Currency. 

At  first  the  Riggs  National  Bank  was  conducted  by  the  same  group 
of  men  who  had  formed  the  firm  of  Riggs  &  Co.  From  1840,  or 
thereabouts,  down  to  1913  the  Riggs  Bank  had  been  the  depository 
and  the  individual  bank  of  every  President  of  the  United  States  dur- 
ing his  term  in  the  presidency.  It  had  been  the  leading  depository 
for  every  one  of  the  big  foreign  embassies  and  ministries.  It  did  a 
world-wide  business  in  addition  to  a  nation-wide  business. 

Its  relations  with  men  in  public  life  necessarily  led  to  the  ordi- 
nary banking  transactions  between  those  men  in  public  life  and  itself, 
it  not  then  having  been  considered  that  because  it  happened  to  oc- 
cur to  anyone  that  because  one  was  a  Cabinet  officer  or  Senator  of 
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the  United  States  he  could  not  have  the  ordinary  legitimate  connec- 
tions with  his  bank  that  any  other  person  would  have. 

When  the  firm  of  Riggs  &  Co.  was  in  existence,  because  of  the  non- 
commercial character  or  the  city  of  Washington,  its  main  business 
was  the  taking  care  of  investments  which  represented  either  the  sur- 
plus money  of  wealthy  persons  or  the  savings  of  persons  in  the  more 
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humble  walks  of  life.  Mr.  Charles  C.  Glover,  who  had  been  the 
guiding  spirit  for  a  great  many  years,  a  man  now  past  70,  always 
very  strongly  advised  customers  of  the  firm  of  Riggs  &  Co.  to  invest 
their  money  in  first-mortgage  notes,  well  secured  on  real  estate,  but  if 
customers  of  Riggs  &  Co.  desired  it  Mr.  Glover  and  the  members  of 
that  firm  attended  to  the  purchase  of  stocks  and  bonds  for  the  cus- 
tomers of  the  bank.  So  that  when  they  turned  into  a  national  bank- 
ing institution  in  1896  the  overwhelming  majority  of  its  business  was 
that  business  which  was  represented  by  what  we  call  real  estate  notes, 
or  notes  secured  on  real  estate,  and  business  which  was  represented 
by  notes  collaterally  secured  by  stocks  and  bonds  as  distinguished 
from  business  which  was  represented  by  unsecured  notes,  having 
merelv  the  name  of  the  maker,  or  the  maker  and  indorsers,  thereon. 

The  Treasury  Department  was  frankly  informed  that  it  would 
take  quite  some  time  for  the  assets  of  Riggs  &  Co.  to  be  so  regu- 
lated as  to  conform  to  the  restrictions  of  the  national-bank  act. 
For  instance,  Riggs  &  Co.  owned,  as  it  had  a  right  to  own,  quite  a 
large  number  of  very  high-class  local  stock  securities,  and  rather 
than  sacrifice  those  it  was  arranged  with  the  Treasury  Department 
that  they  could  from  time  to  time,  when  the  market  permitted, 
dispose  of  those  securities  to  the  advantage  of  the  bank  and  its 
assets. 

Under  the  national  banking  law  a  national  bank  had  no  right  to 
lend  money  directly  on  real  estate,  and  under  the  construction  of 
that  law  by  the  office  of  the  Comptroller  of  the  Currency  a  national 
bank  had  no  right  to  lend  money  on  notes  which  were  secured  by 
real  estate  notes.  For  instance,  if  John  Jones  owned  a  note  for 
$5,000  that  was  collaterally  secured  by  a  first  mortgage  on  a  build- 
ing worth  $50,000  and  he  wanted  to  borrow  $4,000  and  went  to  a 
national  bank  and  gave  his  personal  note  for  $4,000  and  gave  the 
$5,000  real  estate  note  as  security  the  comptroller's  office  held  that 
was  within  the  prohibition  of  the  law.  The  comptroller's  office 
erroneously  so  held,  because  subsequently,  in  about  the  year  1906, 
the  United  States  Supreme  Court,  whose  conclusions  on  that  sub- 
ject are  binding  both  on  banks  and  the  comptroller,  held  that  the 
comptroller's  office  and  the  Treasury  Department  had  been  all  wrong 
in  that  construction  and  that  a  national  bank  had  a  perfect  right 
to  lend  money  on  personal  notes,  even  though  those  personal  notes 
were  buttressed  and  secured  by  real  estate  notes.  I  make  that  as  a 
preliminary  statement,  because  over  all  of  the  controversy  that 
arose  in  1914  and  around  it  all  the  transactions  growing  out  of 
loans  collateraled  by  stocks  and  bonds  and  the  transactions  growing 
out  of  loans  collateraled  by  real  estate  notes  until  recently  gave 
that  bank  the  position  of  having  more  loans  than  were  not  only 
secured  by  the  maker's  good  faith  and  the  maker's  name,  but  were 
secured  by  collateral,  than  any  bank  in  this  community.  That  was 
the  situation  in  1914  and  was  the  situation  in  1913. 

In  1913,  while  Mr.  John  Skelton  Williams  was  Assistant  Secretary 
of  the  Treasury,  and  while  the  office  of  Comptroller  of  the  Currency 
was  temporarily  vacant  as  a  result  of  the  expiration  of  the  term 
or  resignation  of  Mr.  Lawrence  O.  Murray,  who  had  for  a  number 
of  years  been  Comptroller  of  the  Currency,  and  while  apparently 
Mr.  Williams  was  performing  many  of  the  functions  of  the  comp- 
troller's office,  there  occurred  in  this  city  the  failure  of  the  United 
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States  Trust  Co.  I  use  the  term  "  failure  "  in  its  popular  significa- 
tion. For  some  time  it  was  well  known  in  financial  circles  in  the 
city  that  the  United  States  Trust  Co.  was  in  a  precarious  financial 
condition.  The  bank  examiners  made  a  long  list  of  its  criticizable 
paper. 

Mr.  Glover,  the  president  of  the  Riggs  National  Bank,  had  occa- 
sion, on  business  connected  with  his  bank,  to  go  to  Mr.  Williams's 
office,  and  he  was  subjected  there,  in  the  presence  of  various  persons 
interested  in  the  United  States  Trust  Co.,  then  in  this  condition 
I  have  described,  to  interrogation  regarding  the  character  of  the 
notes  which  that  company  held  and  asked  by  Mr.  Williams  to  give 
his  (Mr.  Glover's)  opinion  with  respect  to  the  makers  of  those 
notes.    Mr.  Glover  declined  to  be  placed  in  that  position. 

Some  time  after  that  a  run  on  the  United  States  Trust  Co.  oc- 
curred in  this  city — and  I  use  the  term  "  run  "  in  its  popular  sig- 
nification. Long  lines  of  people  formed  on  the  streets  in  front  of 
its  various  branches.  Mr.  Chairman,  it  was  a  trust  company  whose 
business  was  done  largely  with  savers,  or  persons  of  small  means, 
and  they  were  naturally  very  much  affrighted  over  the  condition, 
and  this  run  began. 

At  the  time  of  the  run  negotiations  were  said  to  be  under  way  for 
the  acquisition  of  the  United  States  Trust  Co.  and  the  saving  of  its 
assets  and  its  deposits  by  two  local  trust  companies,  the  Continental 
Trust  Co.,  of  which  former  Senator  Nathan  B.  Scott  was  then  and 
is  now  president,  and  the  Munsey  Trust  Co.,  established  in  this  city 
shortly  theretofore  by  Frank  A.  Munsey,  the  newspaper  man.  Mid- 
night conferences  resulted  in  the  taking  over  of  the  United  States 
Trust  Co.  by  the  Munsey  Trust  Co. 

The  Munsey  Trust  Co.  had  a  like  organization  in  Baltimore  and 
other  cities.  Lancaster  Williams,  a  brother  of  John  Skelton  Wil- 
liams, was  a  director  in  one  of  the  Munsey  tvust  companies,  as  I  am 
informed,  and  he  was  an  active  participant  in  the  negotiations 
wherebv  the  XTnited  States  Trust  Co.  was  taken  over  by  the  Munsev 
Trust  Co.  in  this  citv. 

Mr.  John  Skelton  Williams  arranged — and  in  this  I  think  he  did 
a  thing  that  was,  so  far  as  the  act  itself  was  concerned,  eminently 
proper — to  endeavor  to  use  the  resources  of  the  Treasury  Depart- 
ment to  reassure  the  depositors  of  the  United  States  Trust  Co.,  and 
he  did  that  in  this  way:  I  think  the  law  was  violated,  but  again  I 
say  I  think  the  action  was  commendable  in  some  respects.  Under 
the  law  you  understand  that  moneys  from  the  Treasury  could  not 
be  deposited  in  trust  companies  or  savings  banks  in  this  city.  Thejr 
could  only  be  deposited  in  the  national  banks  which  had  been  desig- 
nated as  United  States  depositories.  .He  arranged  to  deposit  $1,000,- 
000  ostensibly,  but  not  in  fact,  in  11  national  hanks  in  this  city,  10 
of  them  taking  $100,000.  There  was  some  odd  amount  of  money,  I 
remember.  He  arranged  to  make  that  deposit  as  I  say,  ostensibly, 
but  in  fact  the  money  was  transferred  directly  from  the  Treasury 
Department  to  the  various  branches  of  the  United  States  Trust  Co. 
on  which  the  run  was  then  made.  The  national  banks  never  received 
the  money.  Those  banks  could,  after  they  got  the  money,  of  course, 
have  deposited  that  in  the  trust  companies  at  their  risk. 

On  the  day  that  was  done,  Mr.  Lancaster  Williams,  who  was  not 
a  government  official  of  any  kind  so  far  as  I  have  ever  been  in- 
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formed,  but  who  was  interested  in  Munsey's  acquisition  of  this  trust 
company,  appeared  at  the  various  national  banks  to  get  receipts 
from  them  for  their  quota  of  this  deposit  for  the  Treasury  Depart- 
ment. Subsequent  to  that  time,  Senators,  there  was  sent  to  each 
national  bank  in  this  city  a  form  of  receipt  to  be  signed  bv  them. 
For  instance,  take  one  of  the  banks  which  received  $100,000,  the  Fed- 
eral National  Bank.  It  was  charged  with  having  received  from  the 
United  States  Government  a  deposit  of  $100,000,  which  money,  as 
everybody  knew,  was  simply  to  save  the  United  States  Trust  Co. — 
Munsey  Trust  Co. — situation,  and  vet  there  was  received  from  the 
Treasury  Department  by  the  Federal  National  Bank  and  other 
banks  a  form  of  receipt  requiring  those  banks  to  certify  that  the 
money  was  deposited  with  them  for  movement  of  crops,  a  palpable 
false  certification. 

The  hanks  took  counsel,  and  declined  to  send  to  Mr.  Williams's 
office  a  receipt  certifying  that  they  had  received  a  million  dollars 
for  the  movement  of  crops,  when  that  million  dollars  was  received 
only  to  help  out  the  Munsey  Trust  Co.  situation  at  that  time.  All 
of  those  receipts  were  afterwards  called  in,  and  none  of  them  are 
now  available  to  exhibit  to  the  committee. 

After  the  transfer  to  the  Munsey  Trust  Co.  of  the  United  States 
Trust  Co.  there  appeared  in  the  New  York  Tribune  a  series  of 
articles  criticizing  the  action  of  Assistant  Secretary  of  the  Treasury 
John  Skelton  Williams  in  connection  with  the  Munsey  Trust  Co- 
transfer.  I  read  those  articles  at  the  time.  I  think  they  are  some 
part  of  one  of  the  documents  before  the  Senate  now.  I  heard  them 
denounced  as  malicious  falsehoods,  but  I  have  never  known  of  any 
fact  in  them  to  be  pointed  out  as  false.  Those  articles  were  written, 
by  a  well-known  newspaper  man  of  this  city,  who  for  many  years 
has  been  and  is  now  a  member  of  the  Senate  gallery,  Mr.  George 
Griswold  Hill,  a  man  who  had  the  confidence,  to  my  certain  knowl- 
edge, of  two  Presidents  of  the  United  States  and  of  every  man  in 
public  life  with  whom  he  had  come  in  contact. 

Mr.  McAdoo,  the  then  Secretary  of  the  Treasury,  called  before 
him  Mr.  Charles  C.  Glover,  the  president  of  the  Kiggs  National 
Bank,  and  in  the  presence  of  Mr.  John  Skelton  Williams  charged, 
in  effect,  that  Mr.  Glover  or  his  bank  had  instigated  the  publication 
of  these  articles  which  criticized  Mr.  Williams.  Mr.  Williams  was 
not  only  a  public  official,  but  he  was  at  that  time  either  known  to 
be  a  candidate  for,  in  the  sense  that  the  public  understood  he  was 
going  to  be  appointed,  or  his  name  had  been  actually  sent  to  the 
Senate  as  Comptroller  of  the  Currency;  I  do  not  remember  which. 
He  was  mentioned  prominently  as  the  man  who  would  be  comp- 
troller, and  these  articles  pointed  out  his  official  conduct  in  connec- 
tion with  the  Munsey  Trust  Co.  as  a  subject  of  criticism  for  con- 
sideration with  respect  to  his  qualifications  for  the  office  of  comp- 
troller. 

As  I  say,  Mr.  McAdoo,  Mr.  Williams  being  present,  summoned  Mr. 
Glover  and  charged  that  the  Riggs  Bank,  or  Mr.  Glover,  or  the  bank's 
officers,  had  instigated  this  publication.  Mr.  Glover  denied  emphati- 
cally that  any  such  thing  had  occurred,  and  stated  on  his  word  that 
the  first  he  knew  of  the  article  which  was  exhibited  to  him  wras  when 
he,  in  common  with  others  in  this  city,  saw  it,  because  the  news- 
paper was  sold  rapidly,  having  an  article  of  such  general  local  in- 
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terest.  Mr.  Glover  was  then  informed  by  the  Secretary,  in  Mr. 
Williams's  presence,  that  if  he  had  not  instigated  the  publication, 
one  of  the  vice  presidents,  either  Mr.  William  J.  Flather  or  Mr.  Ailes, 
had.  Mr.  Glover  suggested  that  the  fair  thing  was  to  ask  those 
gentlemen  to  come  over  and  let  them  speak  for  themselves. 

Mr.  Flather  and  Mr.  Ailes  were  called  in.  This,  so  far  as  I  know, 
was  the  first  of  several  hearings.  It  has  since  become  the  habit,  if 
any  newspaper  man  so  far  transgresses  Mr.  Williams's  idea  of  pro- 
priety as  to  criticize  the  comptroller,  to  hale  him  before  the  bar  of 
that  officer's  office,  as  I  will  show  you  gentlemen  in  a  little  while* 
and  put  him  upon  trial  ex  parte. 

Mr.  Flather  denied  that  he  had  any  knowledge  whatever  of  the 
publication  of  these  articles.  Mr.  Ailes  denied  that  he  was  in  any 
wise  responsible,  but  stated,  in  substance,  as  I  now  recall  it,  that  the 
newspaper  man  who  had  published  them  was  well  known  to  him, 
and  he  had  talked  to  him  about  some  aspects  of  the  facts  in  that 
regard. 

Thereupon  a  controversy  occurred  between  Mr.  Ailes  and  the 
Secretary,  Mr.  Williams  taking  some  part,  that  I  do  not  now  recall, 
as  a  result  of  which  Mr.  Ailes,  who  had  become  a  director  of  the  Sea- 
board Air  Line  about  the  time  that  Mr.  Williams  left  the  directorate 
of  that  organization,  stated  to  the  Secretary,  perhaps  in  rather  forci- 
ble American  fashion,  that  he  saw  no  reason  why  he  should  be  ac- 
cused practically  of  falsehood  when  he  had  come  to  the  Secretary's 
office  at  the  Secretary's  request,  to  make  a  statement,  whereupon  Sec- 
retary McAdoo,  in  Mr.  Williams's  presence,  shaking  his  nnger  at 
Ailes,  said,  "  God  damn  you,  I  will  have  you  kept  out  of  this 
building." 

The  Chairman.  Who  said  this? 

Mr.  Hooan.  Secretary  McAdoo.  This  was  over  the  criticism  of 
Williams.  Senators  who  have  had  occasion,  during  Mr.  McAdoo's 
term  of  office,  to  visit  the  office  of  the  Secretary  of  the  Treasury, 
will  recognize  the  language  as  that  which  characterized  Mr.  McAdoo's 
rather  forcible  way  of  addressing  anyone. 

Then  Mr.  McAdoo,  in  Mr.  Williams's  presence,  this  being  in  1913, 
turned  to  Mr.  Glover  and  said — all  this  being  a  matter  of  sworn  pub- 
lic record — "  You  know,  Mr.  Glover,  what  this  means  to  Riggs  Na- 
tional Bank."    We  found  out  later  what  it  meant. 

Shortly  after  that  the  then  Senate  Committee  on  Banking  and 
Currency  had  before  it  the  nomination  of  John  Skelton  Williams  as 
comptroller,  and  there  appeared  before  that  committee  Mr.  William 
J.  Flather,  of  the  Riggs  National  Bank,  and  Mr.  Milton  E.  Ailes,  also 
of  the  Riggs  National  Bank.  Mr.  Flather  at  that  time  was  also 
president  of  the  Washington  Clearing  House  Association.  They  pre- 
sented, at  the  request,  as  I  understand  it,  of  the  committee,  ana  as  I 
am  doing  to-day,  subject,  perhaps,  to  what  Senator  Weeks  and  Mr. 
Cooper  got  for  coming  before  your  committee  before,  their  state- 
ments with  respect  to  the  reasons  why  Mr.  Williams  should  not  be 
confirmed.  I  do  not  now  recall  that  any  officials  of  any  other  bank 
appeared  to  oppose  Mr.  Williams  at  that  time. 

After  the  hearing,  according  to  a  statement  made  by  Senator 
Weeks,  and  confirmed  in  part  in  the  hearings  before  this  committee 
in  February  last,  where  he  again  says  he  asked  Mr.  Williams — Sena- 
tor Weeks  addressed  Mr.  Williams  and  asked  him,  if  he  was  con- 
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firmed  as  Comptroller  of  the  Currency,  whether  he  could  lay  aside 
these  reputed  animosities;  whether,  for  instance,  in  the  case  of  the 
Riggs  Natmnal  Bank,  he  could  lay  aside  the  fact  that  the  officers 
had  appeared  before  you,  and  could  conduct  the  office  of  the  Comp- 
troller of  the  Currency  in  a  manner  fair  to  that  bank,  as  well  as  to 
all  other  banks,  and  he  solemnly  and  fervently  assured  the  Senator 
that  he  could. 

The  first  occasion,  after  Mr.  Williams  entered  the  office  of  comp- 
troller, that  the  Riggs  National  Bank  had  to  take  up  any  matter 
with  the  Treasury  Department,  occurred  in  the  month  of  May,  1914. 
Our  local  situation,  Senators,  is  different  from  that  you  will  find  in 
any  of  your  communities,  and  for  a  brief  minute  I  will  bore  you  by 
calling  attention  to  one  of  those  differences. 

In  a  city  in  any  State  of  this  Union  from  which  any  of  you  gen- 
tlemen come,  when  the  local  taxes  on  real  estate  and  personal  prop- 
erty are  paid  to  the  collector  of  taxes,  the  moneys  paia  in  to  the  col- 
lector are  deposited  in  the  banks  of  the  community,  and  then  are 
checked  out  to  pay  the  municipal  or  county  debts.  That  naturally 
prevents  a  financial  stringency  in  a  community  caused  by  large  tax 
payments  at  one  definite  time  in  the  year.  It  prevents  any  disturb- 
ance in  the  financial  equilibrium  of  the  community. 

That  is  not  possible  in  Washington,  by  reason  of  the  fact  that  our 
municipal  corporation  is  a  mere  left  hand  to  the  general  Federal 
Government.  The  law  requires  that  all  taxes — and  many  millions 
of  dollars  are  paid  here — when  paid  to  the  local  collector  of  taxes, 
must  be  deposited  in  the  United  States  Treasury,  therefore  taking  at 
one  time  in  the  year,  the  month  of  May  being  the  big  tax  month, 
from  this  noncommercial,  nonfinancial  community,  a  very  large 
amount  of  money,  taking  that  entirely  out  of  circulation  and  lock- 
ing it  up  in  the  Treasury  vaults. 

Because  of  that  condition,  many  years  ago  Mr.  Charles  C.  Glover 
suggested  to  the  Treasury  Department  that  in  the  month  of  May, 
when  taxes  were  paid,  it  would  be  well  for  the  Treasury  Department 
to  then  deposit  with  the  local  national  banks  a  sum  equivalent  to  the 
tax  collected  in  the  District  of  Columbia,  and  in  order  to  make  that 
entirely  fair,  to  apportion  that  distribution  of  deposits  on  the  basis 
of  the  individual  deposits  which  each  national  bank  had  according 
to  its  last  reported  condition  to  the  comptroller,  it  being  assumed 
that  if  Bank  "  A  "  had  twice  as  many  deposits  as  Bank  "B,"  its  de- 
positors would  probably  withdraw  twice  as  much  to  pay  taxes  as  the 
depositors  of  Bank  "  B." 

That  plan  was  adopted,  and  for  something  like  15  years  or  more 
prior  to  1914  each  bank  had  received  its  pro  rata  of  what  we  know  as 
the  tax-fund  deposit. 

Then  the  nationanl  banks,  in  turn,  had  a  right  to  deposit  in  trust 
companies,  which  the  Treasury  could  not  do  directly,  a  sum  which 
*ould  help  out  the  trust  companies'  deposits  during  that  time. 

In  1914  the  list  for  deposits  of  moneys  representing  the  equivalent 
of  local  taxes  was  made  out  and  submitted  to  the  Secretary  of  the 
Treasury.  It  was  the  first  time  that  any  action  came  before  that 
officer  or  Mr.  Williams,  so  far  as  I  know,  after  the  quarrelsome  mat- 
ters I  have  called  attention  to,  that  would  affect  the  Riggs  National 
Bank. 
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At  that  time  the  Riggs  National  Bank  was  in  a  condition  of  unques- 
tioned solvency  and  01  splendid  repute.  Mr.  Williams  in  this  book 
[indicating]  said  he  had  nothing  to  do  with  the  deposit  of  funds. 
But  the  fact  is  that  since  1914,  while  Mr.  Williams  has  not  been  the 
man  who  made  the  deposits,  he  has  had  recommending  powers  and 
supervisory  control  over  what  banks  shall  be  designated  to  receive 
public  moneys. 

From  the  list  of  the  banks  in  which  these  moneys  were  to  be  de- 
posited, after  it  was  submitted  to  the  Secretary  of  the  Treasury,  and* 
as  we  understand,  by  him  to  the  then  Comptroller  of  the  Currency, 
the  name  of  the  Riggs  National  Bank  was  stricken  off,  and  the  one 
million  and  odd  dollars  that  was  to  be  deposited,  as  per  universal 
custom,  in  the  Riggs  National  Bank,  was  not  deposited  in  any  local 
bank. 

The  Chairman.  Mr.  Hogan,  I  think  the  comptroller  did  admit  on 
cross-examination,  or  in  response  to  questions  asked  him  by  members 
of  the  committee,  that  he  did  confer  with  Mr.  McAdoo  with  regard 
to  the  deposits. 

Mr.  Hooan.  If  you  will  read  it,  Senator,  you  will  find  that  after  a 
corkscrew  cross-examination  that  inference  might  be  drawn,  but  that 
there  was  repeated  denial  that  he  had  anything  to  do  with  deposit- 
ing money. 

Senator  Henderson.  Who  had  the  final  power  and  authority  in 
such  cases  ? 

Mr.  Hooan.  The  Secretary  of  the  Treasury.  He  had  the  final 
power  and  authority,  but,  like  so  many  things  that  a  Cabinet  officer 
does  that  is  formal,  he  in  name  was  the  man,  but,  as  we  will  show 
you,  Senator,  and  as  is  perfectly  plain  to  any  man  who  really  wants 
the  facts,  there  was  not  anything  regarding  the  Riggs  National 
Bank,  from  that  time  on  until  the  combination  and  the  interlocking 
of  the  then  Secretary  of  the  Treasury  and  the  Comptroller  of  the 
Currency,  that  was  not  obvious  and  patent,  so  much  so.  Senator,  that 
in  a  case  I  am  going  to  call  to  your  attention  in  its  chronological  or- 
der, the  prosecution  criminally  of  three  of  the  officers  of  the  Riggs 
National  Bank,  a  subpoena  duces  tecum,  a  subpoena  to  bring  papers, 
issued  out  of  the  Supreme  Court  of  the  District  of  Columbia  to  John 
Skelton  Williams  commanding  him  to  produce  in  that  court  the  cor- 
respondence that  passed  between  William  G.  McAdoo  and  John 
Skelton  Williams  on  the  subject  of  the  Riggs  National  Bank,  was 
never  complied  with,  and  although  we  issued  the  subpoenas  at  least 
twice  in  that  case,  and  we  got  official  papers,  we  were  never  able  to 
bring  into  that  court,  even  under  the  power  of  the  subpoena  of  the 
court,  the  correspondence  that  passed  between  Williams  and  McAdoo 
in  regard  to  the  Riggs  National  Bank.  The  inference,  of  course,  is 
clear,  that  the  disclosure  of  that  correspondence  would  show  what  we 
constantly  charged,  that  there  was  a  deliberate  conspiracy  resulting 
from  this  malicious  enmity  that  started  with  the  New  York  Tribune's 
bold  criticism  of  these  public  officials,  which  resulted  in  a  direct  at- 
tempt to  besmirch,  if  not  ruin,  the  Riggs  National  Bank. 

The  Chairman.  Why  were  your  subpoenas  not  complied  with? 

Mr.  Hogan.  We  could  never  get  to  it  because,  as  the  trial  turned 
out,  the  Government's  case  was  so  flimsy  that  in  the  tremendous 
amount  of  stuff  we  were  doing,  we  lost  sight  of  it  later.    They  were 
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first  complied  with  in  part.  Certain  public  documents  were  brought. 
Then  I  demanded  to  know  why  Mr.  Williams  did  not  come  into 
court,  and  they  said  Mr.  Williams  would  come  into  court  when  he 
was  wanted,  that  he  was  in  the  courthouse.  In  other  words,  when  we 
subpoenaed  John  Skelton  Williams  he  got  as  far  as  upstairs — we  were 
trying  the  case  on  the  first  floor — and  the  district  attorney  brought 
the  papers.    We  never  even  had  him  as  an  exhibit  before  the  jury. 

Senator  Henderson.  Was  there  ever  any  such  correspondence  be- 
tween them? 

Mr.  Hogan.  It  was  never  said  that  there  was  not.  We  called  for 
it. 

In  connection  with  the  tax  matter  I  started  to  tell  you  about,  Mr. 
Glover,  on  May  6,  1914,  wrote  to  the  Secretary  of  the  Treasury  and 
called  his  attention  to  this  tax  practice  and  the  fact  that  in  this  dis- 
tribution the  Riggs  National  Bank  was  alone  omitted,  stated  that  it 
looked  very  much  like  discrimination,  and  requested  to  be  informed 
why  that  discrimination.  That  was  the  first  letter.  For  19  years, 
gentlemen,  this  volume  which  I  hold  in  my  hand 

Senator  Henderson.  What  is  that? 

Mr.  Hogan.  File  of  correspondence  between  the  Comptroller  of 
the  Currency  and  the  Riggs  National  Bank  from  August  29,  1916,  to 
November  19,  1913.  For  the  18  years,  from  the  summer  of  1896  to 
the  summer  of  1914,  that  volume  represents  printed  -reproductions  of 
all  communications  from  the  Comptroller  of  the  Currency  to  the 
Riggs  National  Bank,  and  from  the  Riggs  National  Bank  to  the 
Comptroller,  that  little  volume  of  78  pages. 

Senator  Henderson.  Who  issued  that? 

Mr.  Hogan.  This  is  simply  what  we  printed  for  convenience,  we 
took  our  files  and  printed  them,  which  caused  us  to  get  into  some 
trouble,  as  I  will  show  you  in  a  little  while  also.  So  that  in  18  years 
the  Treasury  Department  found  it  necessary  to  write  what  can  be 
printed  in  77  pages. 

In  the  next  nine  months  after  Mr.  Glover  wrote  and  asked  about 
the  tax  matter  the  correspondence  between  the  comptroller's  office 
and  the  Riggs  National  Bank,  including  two  letters  between  the  Sec- 
retary of  tne  Treasury  and  the  Riggs  National  Bank,  is  represented 
in  these  two  volumes,  except  that  this  is  only  partial,  because  the 
comptroller  required  and  received  reams  and  reams  of  paper  giving 
statistical  information,  that  would  have  cost  a  small  fortune  to  print. 

Senator  Henderson.  For  the  sake  of  the  record  will  you  tell  what 
those  two  volumes  are? 

Mr.  Hogan.  Yes,  sir.  Volume  No.  1  is  entitled,  "  File  of  the  cor- 
respondence between  the  Riggs  National  Bank,  the  Secretary  of  the 
Treasury,  and  Comptroller  of  the  Currency,  May  6,  1914-November 
14, 1914,"  and  consists  of  295  printed  pages.  Volume  No.  2  is  a  file 
of  the  correspondence  between  the  same  from  November  19,  1914,  to 
April  23,  1915,  and  consists  of  pages  297  to  516.  In  other  words, 
there  were  516  printed  pages,  statistical  tables  being  omitted  which 
would  probably  cover  as  many  more  pages,  that  went  from  the 
Treasury  Department,  the  comptroller's  office,  to  the  bank  and  back 
in  that  nine  months. 

As  to  the  condition  of  the  Riggs  Bank  when  this  thing  started : 
This  is  what  we  "drew,"  if  I  may  use  a  phrase  that  I  think  we  all 
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understand,  because  we  had  what  in  another  connection  Mr.  Williams 
referred  to  as  the  temerity  to  ask  why  we  were  discriminated  against. 
I  wTill  tell  vou  in  a  little  while  what  he  said  about  temerity. 

At  the  time  that  correspondence  started,  Mr.  Williams  had  written 
to  Mr.  McAdoo  the  one  letter  on  the  subject  we  do  know  he  wrote 
Mr.  McAdoo,  because  it  appeared  subsequently  in  the  court  pro- 
ceedings, pointing  out  to  Mr.  McAdoo  that  there  was  no  necessity 
for  depositing  money  in  the  Riggs  National  Bank,  the  tax  funds; 
that  it  could  not  possibly  interfere  with  the  financial  conditions  in 
the  city  of  Washington  to  withhold  those  funds  from  Riggs,  first, 
because  Riggs  did  not  lend  money,  as  a  rule,  on  commercial  paper; 
and,  secondly,  because,  as  he  showed  from  officials  report,  Riggs  had 
so  much  money  on  hand,  and  it  was  in  such  a  good  condition,  that 
it  could  not  even  disturb  or  hurt  that  bank  not  to  get  those  deposits. 
I  call  your  attention  to  that  fact  as  showing  that  in  May,  1914, 
Williams  knew  officially  and  informed  his  superior  of  the  splendid, 
unshakable  financial  condition  of  the  Riggs  Bank  at  that  time. 

We  did  not  get  a  response  from  Mr.  McAdoo  to  the  letter  of  May 
6  until  June  11.  As  I  say,  it  subsequently  transpired  that  between 
those  times  there  was  correspondence,  however. 

Senator  Henderson.  May  6,  1914? 

Mr.  Hooan.  Yes,  sir;  until  June  11,  1914.  In  that  letter  Mr.  Mc- 
Adoo said  that  en  account  of  his  absence  the  letter  had  not  received 
earlier  attention.  He  also  said  that  the  Riggs  National  Bank  does 
a  relatively  small  commercial  business,  and  he  thinks  that  Govern- 
ment deposits  could  be  made  with  greater  benefit  to  the  community 
if  placed  in  a  bank  that  did  a  larger  commercial  business.  He  also 
said,  "  It  is  my  purpose  to  withdraw  all  Government  funds  from 
the  Riggs  National  Bank."  A  purpose  which  was  fulfilled  to  the 
letter. 

While  that  was  in  the  brewing,  May  6,  1914,  Mr.  Williams  started. 
On  June  9,  1914,  he  wrote  his  first  letter,  and  did  not  stop  until  we 
went  into  court,  and  since  then,  if  we  received  any  letters  from  him, 
they  have  been  more  than  formal  in  their  character.  It  took  our 
going  into  court  to  stop  what  I  am  going  to  try  to  show  to  you  was 
the  most  persistent,  consistent,  malicious  persecution  ever  handed 
out  by  a  sworn  public  official  to  any  banking  institution  in  the  his- 
tory of  the  finance  of  this  country. 

Let  me  tell  you  how  that  thing  started,  the  pretext  that  started 
it,  because  all  through  this  correspondence  you  will  find  that  some- 
thing is  started  and  then  abandoned.  Mr.  Williams  rushes  into  one 
set  of  charges,  and  then  drops  them  after  causing  all  sorts  of  efforts 
in  their  explanation. 

There  was  a  habit — and  I  see  some  questions  in  the  record  which 
show  that  somebody  had  been  informed  about  it;  you  asked  some 
questions  yourself,  Mr.  Chairman — there  was  a  habit  on  the  part 
of  some  national-bank  examiners  to  take  off  from  banks'  books, 
when  they  made  their  examinations,  a  list  of  large  depositors,  what 
might  be  called  the  profitable  accounts.  In  the  term  of  Comptroller 
Murray  he  issued  an  official  general  order  that  no  national-bank 
examiner  should  take  from  any  bank  he  examined  the  names  of 
depositors  and  the  amounts  to  their  credit,  and  that  all  national- 
bank  examiners  should  immediatelv  destrov  all  such  data  in  their 
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l>osbession.  I  have  given  you  in  substance,  I  have  given  you  almost 
literally,  the  precise  language  of  that  official  order,  which  was  pro- 
mulgated to  all  national-bank  examiners  and  made  known  to  all 
national  banks,  having  the  effect  of  a  general  regulation  of  the 
Comptroller  of  the  Currency.  I  do  not  know  the  exact  purpose 
of  that,  but  it  is  not  hard  to  divine.  It  is  the  aspiration  and  the 
ambition  of  national-bank  examiners  in  most  cases  to  become  offi- 
cials of  banks.  It  had  been  said  that  a  national-bank  examiner 
who  would  know  the  cream  line  of  deposits  of  bank  A,  if  he  after- 
wards became  the  vice  president  or  the  president  of  bank  B,  would 
know  just  where  to  strike  his  competitor  bank,  and  that  the  infor-t 
mation  with  respect  to  what  Mr.  Jones  or  Mr.  Smith  had,  so  long 
as  Mr.  Jones's  and  Mr.  Smith's  accounts  were  entirely  legitimate 
and  all  right,  was  of  no  benefit  to  the  bank  examiner  or  the  comp- 
trollers office. 

That  was  the  standing  rule  up  to  1914.  We  were  subjected  to  a 
regular  bank  examination  in  May,  1914,  which  was  completed.  We 
were  examined  by  Examiner  Trimble  and  several  of  his  assistants, 
and  that  examination,  as  had  all  previous  examinations,  showed 
the  comptroller  that  the  bank  was  in  good  condition.  No  criticism 
respecting  the  condition  of  the  bank  produced  by  that  examina- 
tion was  brought  to  our  attention,  and  although  we  repeatedly 
asked  for  it,  we  never  received  it. 

> 

Some  time  after  that  bank  examination  was  over  an  assistant 
bank  examiner,  or  a  bank  examiner,  I  am  not  sure  which,  returned 
to  the  bank  with  a  list  of  all  loans  of  over  $5,000  from  the  bank. 
I  oupht  to  say  to  you  so  that  you  might  have  in  your  minds  the 
relative  unimportance  or  importance,  as  you  may  see  it,  of  figures 
I  might  mention,  that  at  that  time  the  loans  of  the  bank  were  over 
**>,000,000,  and  they  were  in  number  a  great  many  hundreds  or 
running  into  the  thousands.  This  national-bank  examiner  returned 
from  the  comptroller's  office  with  a  list  of  all  loans  of  over  $5,000, 
with  the  demand  that  he  be  permitted  to  take  the  names  of  these 
depositors  from  the  deposit  books  and  the  balances  to  their  credit. 
He  was  informed  that  the  books  were  there  at  his  disposal,  that  any 
book  in  that  bank  could  be  examined  by  him,  but  in  view  of  the 
regulation  promulgated  by  the  comptroller  not  to  permit  national- 
bank  examiners  to  take  the  names  of  depositors  and  their  balances, 
that  would  not  be  permitted.  Whereupon  Mr.  Williams  started 
this  correspondence.  I  am  not  going  to  read  this  correspondence 
now,  because  you  would  be  here  for  a  month  if  I  did. 

Senator  Henderson.  May  I  suggest  that  the  letter  you  referred 
to  a  few  minutes  ago  be  put  in  the  record? 

Mr.  Hogan.  Which  one,  Senator? 

Senator  Henderson.  The  one  you  referred  to  just  a  few  minutes 
ago,  sent  from  Mr.  Williams  to  Mr.  McAdoo. 

Mr.  Hogan.  I  will  get  it  for  you  and  put  it  into  the  record.  It 
was  a  letter  that  appears  in  the  court  records  in  what  we  know  as 
the  "  equity  suit."    I  will  get  it  for  you. 

Senator  Henderson.  I  make  that  suggestion  because  you  have 
already  referred  to  the  letter. 

Mr.  Hogan.  Yes,  sir.  I  will  see  that  that  is  gut  in  the  record 
for  you.    As  I  state,  while  we  were  waiting  for  our  reply  to  the 
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Secretary  of  the  Treasury's  letter,  came  this  visit  of  the  examiner, 
came  this  first  letter  from  John  Skelton  Williams,  the  letter  of 
June  9,  1914,  in  which  he  said: 

Bank  Examiner  Trimble  informs  me  that,  in  connection  with  the  examination 
which  he  has  been  recently  making  of  the  affairs  of  your  bank,  his  assistant, 
Mr.  Donahue,  to-day  requested  access  to  your  individual  ledgers  for  the  purpose 
of  ascertaining  and  noting  the  present  or  average  balances  carried  with  your 
bank  by  borrowers  to  whom  you  were  making  loans  aggregating  $5,000  or 
more,  and  that  he  was  refused  permission  to  do  so. 

You  are  hereby  Instructed  to  prepare  and  furnish  this  office,  under  oath,  at 
once  a  list  of  all  borrowers  to  whom  you  were  lending,  as  of  May  18,  1914. 
sums  aggregating  $5,000  or  more,  showing  the  date  of  each  loan  anil  the  col- 
lateral by  which  each  loan  is  secured,  with  your  appraisement  as  to  the  actual 
market  value  of  such  collateral. 

Let  the  statement  also  show  the  average  deposit  balance  which  each  of  said 
borrowers  had  with  the  Riggs  National  Bank  for  the  month  of  May,  1914,  and 
the  amount  which  each  of  said  borrowers  had  on  deposit  to  ids  credit  on 
June  1,  1914. 

Let  your  statement  also  show  to  what  extent  collateral  pledged  to  secure  the 
money  so  borrowed  was  purchased  by,  or  sold  to,  the  borrowers  or  others 
through  your  president,  either  of  your  vice  presidents,  or  by  your  cashier,  ami 
whether  a  commission  was  charged  by  an  officer  or  officers  of  your  bank  for,  or 
in  connection  with,  the  purchase  of  said  bonds  or  stocks  and  if  so  what  it 
amounted  to,  and  whether  the  commission  so  charged  in  each  case  was  credited 
or  went  to  the  personal  benefit  of  an  officer  or  officers  of  your  bank,  and  if 
so  to  what  officer,  or  whether  such  commission  or  commissions  went  to  the 
credit  of  the  proflt-and-loss  account  of  the  bank. 

You  are  also  requested  to  furnish  this  office  promptly,  under  oath,  a  state- 
ment of  all  commissions,  if  any,  which  have  been  charged  or  collected  during 
the  12  months  ending  June  1,  1914,  by  the  president,  either  of  the  vice  presi- 
dents, or  the  cashier  of  your  bank,  respectively,  on  any  real  estate  loans  (or 
on  loans  made  by  your  bank  with  real  estate  notes  as  security),  where  said 
loans  were  made  or  negotiated  for  depositors  of  your  bank,  and  where  the 
making  of  such  loans  resulted  in  the  withdrawal  of  funds  which  were  on  deposit 
in  the  Riggs  National  Bank.  Please  also  furnish,  under  oath,  a  list  of  all 
such  loans  for  the  period  mentioned,  giving  the  name  of  the  maker,  amount, 
and  date  of  each  loan  (and  a  description  of  the  real  estate  notes  given  as  col- 
lateral where  the  loan  Was  secured  by  collateral)  ;  also  showing  the  amount  of 
money  taken  from  the  deposits  of  the  Riggs  National  Bank  in  connection  with 
each  transaction ;  the  name  of  the  depositor  to  whose  account  charged,  and  the 
amount  of  commission  charged  in  each  instance. 
Respectfully, 

Jno.  Skelton  Williams, 

Comptroller  of  the  Currency. 

We  answered  that  letter  and  said  a  detailed  reply  would  be  sent 
as  soon  as  practicable.    That  was  on  June  10,  1914. 

Senator  Henderson.  Perhaps  I  have  a  wrong  idea,  but  have  you 
suggested  or  said  that  Mr.  Williams  wrote  a  letter  to  Secretary 
McAdoo,  suggesting  that  no  funds  be  placed  in  the  Riggs  National 
Bank? 

Mr.  Hooan.  No;  I  did  not  say  that. 

Senator  Henderson.  I  want  to  get  that  clear.  If  you  did,  I  wanted 
the  letter  to  go  in. 

Mr.  Hogan.  I  am  going  to  get  you  the  letter.  That  is  the  letter 
you  asked  for  a  little  while  ago.  Mr.  Glover,  on  May  G,  1914,  wrote 
to  Mr.  McAdoo,  after  Mr.  Glover  had  been  informed  that  the  dis- 
tribution of  tax  money  had  been  made  and  the  Riggs  National  Bank, 
for  the  first  time  in  history,  had  been  stricken  therefrom.  That  was 
May  6,  1914.  Mr.  McAdoo  did  not  answer  until  June  11,  1914,  hav- 
ing, as  he  said,  been  absent  from  the  city  in  the  meantime.  Between 
May  6,  1914,  and  June  9,  1914,  John  Skelton  Williams  wrote  a  letter 
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to  Secretary  McAdoo  which  was  in  response  to  an  inquiry  from 
McAdoo  based  on  the  Glover  letter,  asking  why  the  Riggs  National 
Bank's  name  had  been  deleted  from  the  list  of  tax-fund  depositaries, 
and  in  that  letter  Williams  said  to  Mr.  McAdoo,  in  substance,  what  I 
have  already  pointed  out,  that  there  was  no  need  for  depositing 
money  in  the  Riggs  National  Bank,  that  the  Riggs  National  Bank's 
cash  reserves  at  that  time  were  very  large,  giving  the  figures,  and  that 
it  would  not  disturb  the  financial  situation  in  the  city  of  Washington 
to  deprive  that  bank  of  the  tax  money. 

Senator  Henderson.  That  is  the  letter  I  was  referring  to,  if  you 
will  put  that  in. 

Mr.  Hogan.  Yes,  sir.  That  letter,  as  I  say,  we  only  developed 
after  the  equity  suit. 

Senator  Fletcher.  That  was  a  fact,  was  it  not,  Mr.  Hogan? 

Mr.  Hogan.  According  to  what  you  call  a  fact,  Senator.  It  was 
an  absolute  fact,  yes,  that  at  that  time  we  were  in  a  splendid  financial 
condition.  It  was  a  fact  that  at  that  time  we  had  large  cash  reserves, 
both  in  our  vault  and  with  reserve  agencies.  But  it  was  not  a  fact 
that  in  a  small  community  like  this,  where  no  bank  at  that  time  had 
more  than  a  total  of  $10,000,000  in  deposits,  and  where  most  of  the 
hanks  ran  between  two  and  five  million  dollars  of  deposits,  the  taking 
out  of  $1,000,000  deposits  did  not  have  an  effect  on  the  financial  con- 
dition of  the  community.    His  facts  were  correct. 

Senator  Fletcher.  It  did  not  necessarily  mean  that  the  money 
was  to  be  taken  out  of  the  community  ? 

Mr.  Hogan.  No.    They  did  not  put  it  in  any  other  bank. 

Senator  Henderson.  Was  it  taken  from  Riggs  Bank  and  placed  in 
another  bank  or  put  into  the  Treasury  and  held  there  ? 

Mr.  Hogan.  My  understanding  is  it  was  not.  The  Riggs  National 
Bank  was  stricken  off,  but  if  it  was  distributed  to  other  banks,  I  do 
not  know. 

The  Chairman.  What  was  the  amount? 

Mr.  Hogan.  A  million  dollars  in  round  figures.  I  am  taking  five 
years  after  the  fact,  and  I  will  not  be  absolutely  certain  as  to  the  fig- 
ures, but  a  million  dollars  in  round  figures. 

I  may  say,  right  in  this  connection,  out  of  its  chronological  order, 
that  from  1914  until  the  present  year,  the  Riggs  National  Bank  never 
received  $1  of  those  tax  moneys,  although  every  other  national  bank 
received  them. 

The  Chairman.  Have  you  any  now  ? 

Mr.  Hogan.  Yes;  we  have  them  now.  One  of  the  most  splendid 
things  that  happened  was  that  Carter  Glass,  the  new  Secretary  of 
the  Treasury,  the  first  time  that  he  had  this  thing  to  do,  saw  to  it  that 
the  Riggs  National  Bank  got  its  pro  rata,  and  this  time,  this  May, 
when  the  national  banks  of  the  District  of  Columbia  were  given  their 
tax  funds  by  order  of  Mr.  Glass,  quite  apparently,  obviously  by  his 
order,  the  Riggs  National  Bank  was  not  discriminated  against,  and 
it  received  $966,000  of  the  tax  money.  But  the  condition  of  the  Riggs 
National  Bank,  the  character  of  its  business,  the  personnel  of  its 
management,  are  no  different  in  1919  from  what  they  were  in  1918. 
They  are  no  different  in  1919  from  what  they  were  in  1917 ;  not  one 
thing  has  changed ;  and,  therefore,  if  the  giving  of  the  tax  money  is 
right  now,  then  it  was  discrimination  last  year  and  the  year  before 
and  the  year  before  that. 
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Not  only  that,  but  during  the  war  the  Riggs  National  Bank  led 
every  national  bank  in  the  city  of  Washington  in  oversubscribing 
and  getting  subscriptions  to  its  Liberty  bond  quota.  The  Riggs  Na- 
tional Bank's  quota  in  the  five  loans  was  $11,668,000.  and  the  sub- 
scriptions it  turned  in  during  those  five  loans  were  $22,000,000,  ap- 
proximately double. 

In  the  four  loans  prior  to  Mr.  Glass  coming  into  office  the  Riggs 
National  Bank's  quota  in  all  those  loans  was  $8,346,000,  and  it  turned 
in  in  Liberty  loan  subscriptions  $18,870,000— ten  millions  in  excess 
of  its  quota. 

In  the  fourth  loan,  againsfa  quota  of  $3,000,000,  in  round  figures, 
it  turned  in  over  $8,000,000. 

In  the  third  loan,  against  a  quota  of  $1,475,000,  it  turned  in 
$4,000,000. 

It  devoted  practically  one  building — and  it  was  proper ;  it  was  doing 
no  more  than  its  duty — to  the  Liberty  loan  matter.  It  was  the  first 
bank  in  every  one  of  those  loans  to  oversubscribe  its  quota.  Its  offi- 
cers did  splendid,  patriotic,  public  duty,  as  they  should  have  done. 
It  led  all  the  banks  here.  And  yet  during  those  years  and  until  the 
time  Carter  Glass  went  into  that  office  every  year  it  was  discrimi- 
nated against  in  respect  of  this  deposit  of  purely  local  public  funds. 
And  I  am  glad,  sir,  to  say — although  I  do  not  know  Mr.  Glass  per- 
sonally— that  the  splendid  attitude  of  fairness  is  quite  evidently  a 
art,  and  a  marked  part,  of  his  characteristics,  because  the  first  time 
e  got  a  chance  he  stopped  what  had  been  going  on  for  all  the  years 
previous. 

If  you  will  read  the  hearings  before  this  committee,  you  will  find 
that  Mr.  Williams  states,  taking  credit  therefor  to  himself,  that  from 
a  period  ending  with  18  months  after  his  entrance  into  the  comp- 
troller's office,  the  Riggs  National  Bank  has  been  conducted  within 
the  law  and  in  a  splendid  way,  and  yet  during  all  that  time  there 
was  still  withheld  from  the  leading  national  institution  in  this  com- 
munity that  ordinary  local  tax  deposit,  to  say  nothing  of  other 
deposits. 

When  Mr.  Glover  received  that  letter  that  I  have  read  to  you  of 
June  9,  he  acknowledged  it  on  June  10,  promptly,  saying  a  detailed 
reply  would  be  given.  The  next  day  he  received  Mr.  McAdoo's 
letter,  which  naturally  was  of  grave  import.  He  immediately  called 
a  meeting  of  the  board  of  directors  of  the  Riggs  National  Bank  and 
he  informed  the  Comptroller  of  the  Currency  that  in  view  of  the 
character  of  the  letters  which  had  been  received  he  considered  that 
they  should  have  the  consideration  of  the  board  of  directors.  His 
words  were: 

The  unusual  character  of  the  requirements  specified  in  your  letter,  as  well 
as  the  manner  of  their  statement,  seem  to  justify  if  not  actually  to  require 
their  consideration  by  the  board  of  directors,  this  view  being  strengthened  by 
the  more  recent  receipt  of  a  communication  from  the  Secretary  of  the  Treasury 
of  equally  grave  import. 

That  was  June  12,  1914.  He  stated  that  the  earliest  date  that  it 
was  reasonable  to  expect  that  they  could  get  a  full  attendance  of 
the  board  of  directors  to  lay  it  before  that  board,  the  supervising 
body  of  the  bank,  this  important  matter,  was  June  18,  six  days  after- 
wards. We  thought  that  was  a  very  reasonable  thing  to  inform  the 
comptroller,  that  we  were  going  to  call  our  board  together.     But 
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on  June  13,  1914,  the  very  next  day,  came  back  a  communication 
from  the  comptroller  advising  us  that  he  wanted  this  information 
at  once,  that  there  was  not  any  need  to  call  the  board  of  directors- 
He  said : 

Your  suggestion  that  you  be  allowed  to  submit  tin1  rail  which  this  office  has 
made  upon  you  for  information  relative  to  the  affairs  of  your  bank  to  your 
board  of  directors  before  complying,  and  the  statement  that  "shortly  after  that 
date  a  further  and  more  full  reply  to  your  communication  will  be  made,"  is 
not  satisfactory. 

And  then  for  the  fir>t  time  he  called  attention  to  the  fact  that 
if  we  did  not  reply  at  once  there  would  be  $100  a  day  penalty — 
"Calling  your  attention  to  sections  5211  and  5213  of  the  Revised 
Statutes.'" 

That  we  must  go  ahead  and  furnish  this  information  at  once, 
otherwise  we  must  suffer  the  penalties,  which  penalties.  Senators, 
were  $100  a  day. 

Let  me  tell  you  about  those  penalties,  because  they  became  quite 
interesting  later  on.  The  statute  provides  for  at  least  five  regular 
report*  of  the  condition  of  the  bank  to  the  comptroller.  It  provides 
how  that  report  shall  be  signed  and  made  out.  It  provides  in  gen- 
eral what  that  report  shall  show,  it  being  a  report  that  will  show 
both  the  Treasury  Department  and  the  public — because  it  requires 
that  it  be  published — the  condition  of  the  bank,  so  that  you  and  I 
can  be  guicled  in  our  dealings  with  those  banks  and  so  that  the  Treas- 
ury can  exercise  its  appropriate  supervisory  powers. 

The  statute  also  provides  that  when  the  comptroller  thinks  the 
facts  require  it,  he  can  call  on  any  bank,  without  sending  out  a  gen- 
eral call  to  all  banks,  for  any  special  reports  with  respect  to  the  con- 
dition of  the  bank. 

Then  there  is  another  section  which  provides  for  reports  of  divi- 
dends, when  dividends  are  paid,  to  be  made  to  the  comptroller. 

Then  section  5213  of  the  Revised  Statutes  provides  that  if  any 
of  the  reports  provided  for  in  the  foregoing  sections  are  not  rendered 
within  the  time  therein  specified,  the  bank  failing  so  to  render  them 
shall  be  subject  to  a  penalty  of  $100  a  dav  for  each  day's  delay.  The 
only  specification  in  that  law  was  as  to  the  general  reports  ol  condi- 
tion, which  all  banks  had  to  make,  and  wThich  had  to  be  published, 
which  was  that  they  must  be  submitted  within  five  days  after  a  date 
specified  by  the  comptroller. 

Senator  Henderson.  I  understand  that  this  was  not  a  general  call 
for  a  report,  but  a  special  call  on  Riggs? 

Mr.  Hogan.  Yes.  Under  a  law  which  gave  him  a  right  to  call  for 
special  reports  which  would  inform  him  or  enlighten  him  regarding 
the  condition  of  the  bank. 

Senator  Calder.  Do  you  know  whether  that  information  was  asked 
for  from  any  other  bank  in  Washington? 

Mr.  Hogan.  I  can  safely  say.  Senator,  that  it  was  not.  You  will 
have  no  difficulty  in  finding  no  other  bank  in  Washington  at  that 
time  was  subjected  to  anything  like  this. 

The  Chairman.  Were  those  penalties  ever  imposed? 

Mr.  Hogan.  That  comes  out  of  its  order.  Senator,  but  I  will  be 
glad  to  state  it. 

The  Chairman.  I  thought  it  might  help  save  time  to  put  it  in 
here,  but  you  need  not  do  it  now. 
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Mr.  Hooan.  This  only  started  things.    This  was  only  the  begin- 
ning.   They  rolled  up  like  a  snowball  going  down  hill. 
The  Chairman.  Proceed  in  vour  own  wav. 

__  «  m 

Mr.  Hooan.  That  was  called  out  by  the  fact  that  this  official  said 
that  within  six  days  they  would  have  a  rather  full  meeting  of  the 
board  of  directors  and  would  like  to  have  consideration  of  the  board. 

He  was  replying,  in  that  letter,  that  the  bank  considered  that  it 
was  within  its  rights  to  bring  this  matter  to  the  attention  of  its 
board,  and  it  would  do  so,  and  he  was  told  we  did  not  consider  we 
were  subject  to  the  penalty  he  referred  to.  We  wrote  him  June  15 
and  he  replied  on  June  15. 

During  this  five  hundred  and  odd  pages  of  correspondence,  if  it 
had  not  been  serious  it  would  have  been  amusing,  the  way  these  com- 
munications were  sent  over.  As  to  some  of  his  communications,  a 
national-bank  examiner,  supposedly  a  very  competent,  high-priced 
man,  flanked  on  each  side  bv  two  assistant  bank  examiners,  would  be 
the  letter  bearer.  They  would  come  from  the  Treasury  over  to  the 
Riggs  Hank,  one  of  them  would  deliver  the  letter  in  formal  style 
from  Mr.  John  Skelton  Williams  to  the  president,  and  the  other  two 
would  make  note  of  the  exact  hour  when  the  communication  was 
itself  formally  delivered.  If  we  wrote  Mr.  Williams  in  the  afternoon 
too  late  for  business  hours,  even  long  after  business  hours,  these  com- 
munications would  come. 

The  letters  are  interesting  in  another  aspect  that  I  digress  to  tell. 
Although  they  are  typewritten  letters,  you  find  the  style  of  the  acute 
yellow-journal  writer  throughout  them,  in  this,  underscores  all 
through  the  letters,  and  then,  when  underscoring  did  not  seem  to  em- 
phasize the  point,  or  when  he  wanted  to  call  some  officer  of  the  bank 
a  falsifier,  then  he  went  into  capitals,  and  you  would  see  in  a  type- 
written official  communication  from  the  Treasury  a  paragraph  set 
out  in  the  middle  of  the  page  after  the  fashion  of  a  newspaper  article. 
He  did  not  have  black  type  on  the  typewriter,  so  he  capitalized  them. 
I  will  get  back  to  this. 

On  June  15  we  wrote  him,  and  he  replied : 

Please  take  notice  that  for  failing  to  make  and  transmit  to  this  office  the  spe- 
cial reports  called  for  in  the  letter  from  this  office  of  the  9th  instant,  which  re- 
ports, in  my  judgment,  are  necessary  for  a  full  and  complete  knowledge  of  the 
condition  of  your  hank,  you  will  be. subject  to  a  penalty  of  $100  for  each  day, 
from  this  date,  inclusive,  that  your  bank  delays  to  make  and  transmit  the  re- 
ports called  for. 

Throughout  the  correspondence  which  followed,  in  so  far  as  it  was 
humanly  posible  to  do  so,  down  until  April,  1915,  regardless  of  the 
character  of  the  request,  every  request  was  complied  with.  For  a 
long  period  of  time  a  section  of  the  clerical  force  of  the  bank  re- 
ported at  6  o'clock  in  the  morning.  During  this  period  of  time 
there  was  no  evening  you  would  pass  there  that  you  could  not  see  the 
lights  in  the  bank's  windows,  and  the  clerks  working.  As  I  have 
said,  when  we  got  through  with  one  line,  another  line  was  taken 
ud.  There  was  no  single,  solitary  thing  we  did  that  we  were  not 
called  on,  under  penalty  of  $100  a  day,  to  make  a  report  on. 

I  want  to  call  your  attention  to  some  of  the  things  that  charac- 
terized the  thing  throughout,  because  these  letters  were  not  per- 
mitted by  Mr.  Williams's  counsel  to  go  before  the  court  in  the  equity 
suit.    You  notice  the  correspondence  is  quite  bulky.    By  the  time  it 
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got  bulky,  counsel  had  been  called  in  to  advise  these  gentlemen.  The 
penalties,  if  they  were  enforceable,  were  becoming  very  large.  Ac- 
cording to  the  calculation  of  expert  accountants,  on  April  12,  1915, 
the  penalties  which  he  had  imposed,  and  which  he  repeatedly  and 
solemnly  said  he  had  imposed,  aggregated  $160,000  against  the  bank. 
And  many  of  these  penalties  were  imposed  because  it  was  physically 
impossible  to  get  up  within  5  days,  or  within  10  days,  some  tabu- 
lated statement  he  wanted  for  20  years  back.  The  law  says  5  days, 
but  that  did  not  make  any  difference  to  him.  He  put  a  time  limit  of 
3  days  on  some,  10  on  some,  and  15  on  others.  He  was  a  law  unto 
himself. 

But,  as  I  said,  we  got  this  correspondence  printed,  and  it  was  only 
printed  for  the  convenient  use  of  the  directors  and  counsel  and  those 
who  were  acting  in  an  advisory  capacity,  taking  part  in  the  trans- 
actions. One  of  the  examiners  happened  to  go  into  the  bank — they 
were  in  the  bank  nearly  all  the  time;  we  were  subjected  to  constant 
examinations  for  over  a  year — and  saw  one  of  these  volumes,  where- 
upon we  got  a  letter  from  the  comptroller,  under  his  authority  to  in- 
quire into  the  condition  of  the  bank,  requiring  that  a  report  be  sub- 
mitted under  oath,  subject  to  penalties — I  am  not  giving  you  the 
exact  language,  but  this  is  the  style  throughout — as  to  how  much  it 
cost  to  print  these  volumes,  to  whom  we  gave  copies,  and  things  of 
that  kind. 

On  one  occasion  we  wrote  the  comptroller  and  told  him  that  in 
order  to  comply  with  his  demands,  we  had  employed  an  outside  force 
of  help.  The  gentleman  who  is  reporting  these  proceedings  here,  Mr. 
John  D.  Rhodes,  had  been  employed  with  his  expert  reportorial  steno- 
graphic staff,  because  it  was  utterly  impossible  to  do  these  things 
without  entirely  interfering  with  our  regular  business.  We  reported 
to  him  that  in  order  to  help  us  in  this  matter,  we  had  gotten  an  out- 
side force.  Back  came  a  demand  that  we  report  forthwith,  under 
oath,  subject  to  penalty,  whom  we  had  employed,  what  their  names 
were,  when  they  were  employed,  and  how  much  we  had  paid  them. 

Senator  Fletcher.  Those  $106,000  of  penalties  were  never  actually 
imposed  ? 

Mr.  Hogan.  No,  Senator;  because  when  brought  to  the  bar  of  a 
court  in  public  Mr.  Williams  did  just  exactly  what  any  man  who 
wrote  that  correspondence  would  do — he  crawled.  Let  me  tell  you 
about  that,  as  you  asked  the  question,  right  now. 

Mr.  Williams  in  his  letters  did  not  say  "  I  am  going  to  impose 
them.?'  He  would  send  a  letter  and  say  "This  penalty  I  am  now 
imposing  is  in  addition  to  the  penalties  heretofore  imposed  by  this 
office  on  you/' 

Of  course,  so  long  as  it  was  a  mere  matter  of  correspondence,  we 
started  no  litigation.  Xo  national  bank  wanted  to  get  into  a  con- 
troversy with  the  Comptroller  of  the  Currency  if  it  could  pos- 
sibly be  avoided,  with  the  tremendous  power  that  office  has  over 
national  banks.  We  were  approaching  the  time  when  the  renewal 
of  our  charter  had  to  be  taken  up  officially,  a  fact  which  meant,  so 
far  as  we  were  a  national  institution,  life  and  death.  The  law  ap- 
parently, arbitrarily,  without  allowing  any  tribunal  to  question  him, 
gives  the  absolute,  unquestioned  discretion  to  the  Comptroller  of  the 
Currency  to  say  that  he  will  not  renew  the  charter  of  a  national 
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bank,  and  he  need  answer  to  no  man,  except  to  the  appointing  and 
confirming  power  of  the  Government  when  he  next  comes  before 
them,  for  the  exercise  arbitrarily  of  that  power. 

As  I  say,  we  were  approaching  that.  We  never  would  have 
started  litigation.  I  find  that  some  of  the  Senators  have  an  er- 
roneous idea  of  how  the  litigation  started.  We  never  would  have 
started  litigation  if  it  could  have  been  avoided.  No  one  wants  to 
go  into  court  if  it  can  be  avoided,  and  certainlv  no  national  bank 
wants  to  come  out  in  public  and  sue  the  Comptroller  of  the  Currency 
or  the  Secretary7  of  the  Treasurv.  It  would  have  been  a  foolhardy 
thing  to  do  if  it  could  reasonably  have  been  avoided. 

So.  whenever  he  imposed,  or  told  us  he  imposed,  these  penalties 
of  $100  a  day — and,  mark  you,  $100  a  day  tor  each  question  not 
answered  was  the  character  of  some  of  his  impositions — he  would 
send  us  a  list  of,  say,  30  interrogatories,  in  quadruplicate,  and  he 
would  direct  that  each  one  of  the  officers — the  president,  the  two 
vice  presidents,  and  the  cashier — should  sign  and  swear  to  them. 
Then  he  would  impose  penalties  of  $100  a  day  for  the  failure  to 
answer  each  question.  But  we  paid  no  attention  to  it  other  than  do 
what  any  lawyer  would  advise  a  bank  to  do — protest  against  it,  and 
in  order  not  to  be  estopped,  in  order  not  to  be  held  to  have  waived 
or  acquiesced  in  the  imposition  of  these  ruinous  penalties,  say  that 
we  denied  his  right  to  impose  them,  which  would  bring  out  a  char- 
acteristic sarcastic  letter  from  him  saying,  "This  office  notes  your 
denial,  which  reminds  it  of  other  denials  this  office  has  received. 
You  will  soon  learn  that  this  office  has  power,  and  it  will  take  appro- 
priate steps  to  show  you  what  power  it  has." 

Those  are  simply  little  characteristics.  We  never  paid  the  fines, 
of  course.  We  never  intended  to  pay  them.  There  never  was  any 
law  under  which  they  could  be  imposed,  and  it  would  take  the 
United  States  Supreme  Court  to  convince  any  lawyer  who  looks  at 
that  correspondence  that  there  was  any  law  under  which  they  could 
be  imposed. 

Senator  Fletcher.  Did  not  the  Supreme  Court  of  the  District 
hold  that  the  penalties  applied  to  these  special  reports  as  well  as 
to  the  general  reports? 

Mr.  Hogan.  Yes;  in  an  obiter  decision,  which  I  intend  to  very 
carefully  explain  to  the  Senators  here,  and  held  in  an  interlocutory 
decision  also,  in  a  case  that  never  got  to  a  final  hearing,  but  in  a 
decision  that  never  was  and  could  not  under  the  conditions  that  were 
theretofore  imposed  have  been  upheld,  that  the  penalties  did  apply  to 
special  reports.  I  say,  with  great  deference  to  the  judge  holding 
that,  that  it  is  an  untenable  construction  of  the  law.  However,  it 
was  obiter,  because  the  court  held  these  penalties  could  not  be  im- 
posed. 

Senator  Fletcher  asked  me  what  was  done  in  regard  to  the  penal- 
ties. We  protested  them,  as  I  say.  In  March,  1915,  we  had  been 
constantly  sending  these  things  in.  Sometimes,  perhaps,  we  did  not 
send  what  he  wanted — though  we  tried  as  hard  as  we  knew  how.  We 
were  sending  reams  of  paper  over  to  the  comptroller.  We  were 
answering  questions  and  repeatedly  answering  them.  When  we 
would  get  through  answering  questions,  signing  and  swearing  to  the 
answers,  I  remember  on  one  occasion  they  hrought  an  examiner  here 
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from  Chicago,  who  was  supposed  to  have  some  reputation  as  a  cross- 
examiner,  and  this  expert  cross-examiner  would  come  over  and  stand 
the  officers  in  the  bank  up  and  put  them  under  oath,  as  they  would 
have  a  right  to  do,  if  anything  respecting  the  condition  of  the  bank 
occurred,  and  then  they  would  be  examined. 

Here  are  some  books  containing  testimony  in  this  matter.  We 
have  a  library  on  the  subject.  Here  is  a  large  volume  of  several  hun- 
dred pages,  not  paged  consecutively,  of  examiners'  hearings.  After 
the  officers  of  the  bank  would  write  themselves  out,  the  examiners 
would  come  in,  the  officers  would  be  put  under  oath,  and  the  exam- 
iners, as  I  say,  would  question  them.  Mr.  Sherrill  Smith  was 
brought  from  Chicago.  The  ordinary  examiner  did  not  suit  for  this 
trying  work. 

So,  although  we  tried  to  answer,  I  will  admit  that  there  were  some 
times,  when,  being  human,  our  patience  was  not  altogether  saintlike. 

We  did  not  pay  any  of  these  penalties,  but  we  had  this  situation. 
In  order  to  secure  our  circulating  currency,  we  had  deposited  with 
the  Treasury  Department,  as  required  by  law,  $1,000,000  of  2  per  cent 
United  States  bonds.  Interest  was  payable  quarterly  on  those  bonds. 
We  received  our  check  for  $5,000  each  quarter  from  June,  1914,  until 
what  transpired,  as  I  will  show  you  in  a  minute,  in  1915,  for  the  in- 
terest on  those  bonds.  In  March,  1915,  Mr.  Williams  wrote  us  a 
letter.  The  next  payment  of  interest  was  due  in  April,  1915,  of 
$5,000.  The  Secretary  of  the  Treasury  at  that  time  paid  the  interest, 
not  the  Treasurer  of  the  United  States.  That  had  been  the  result  of 
some  intradepartmental  controversy  at  a  former  time  between  the 
Treasurer's  office  and  the  Secretary's  office.  While  he  wrote  this 
letter  on  March  30,  he  did  not  send  it  over  until  after  business  hours 
on  March  31,  until  about  the  close  of  business  hours,  1  p.  m.,  March 
31.  That  letter  is  very  long,  and  I  will  not  bother  to  read  it;  it  is 
not  important  to  read  it.  Again  we  have  italics  and  capitals  through- 
out the  letter.  This  is,  as  near  as  it  can  be  made,  a  Chinese  copy, 
Senator  Calder.    He  concludes  the  letter : 

You  are  now  hereby  notified  that  for  your  failure  to  make  and  transmit  to  this 
office  within  the  time  mentioned,  or  within  five  days  after  the  expiration  of  said 
time,  the  special  report  or  reports  called  for  in  the  aforesaid  letter  of  January 
22,  1915,  you  are  hereby  assessed  and  directed  to  pay  the  penalty  of  $100  per 
day  for  each  day  from  February  8,  1915,  to  date — March  30,  1915 — both  dates 
inclusive,  in  accordance  with  the  provisions  of  sections  5211  and  5213  of  the 
Revised  Statutes  of  the  United  States.  Said  penalties  amount  to  this  time 
to  $5,000.  which  sum  you  are  hereby  directed  to  pay  at  once  into  the  Treasury 
of  the  United  States  under  the  provisions  of  the  statutes  above  referred  to. 

You  are  furthermore  notified  that  continued  failure  on  your  part  to  fur- 
nish the  reports  called  for  In  the  letter  from  this  office  of  January  22,  1915,  will 
subject  you  to  further  and  continuing  penalties  under  the  provisions  of  sections 
5211  and  5213  of  the  Revised  Statutes  of  the  United  States. 

The  $5,000  assessment  imposed  as  above  stated  is  in  addition  to  all  other 
penalties  which  you  have  incurred  and  are  incurring  for  your  failure  to  furnish 
other  special  reports  which  have  heretofore  been  called  for  by  the  Comptroller 
of  the  Currency,  in  accordance  with  the  provisions  of  sections  5211  and  5213  of 
the  Revised  Statutes  of  the  United  States. 
Respectfully, 

John  Skelton  Williams, 
Comptroller  of  the  Currency. 

Pretty  clear  language ! 

At  the  same  time  that  he  was  calling  upon  us  to  send  over  that 
money  he  lodged  with  the  Treasurer  of  the  United  States,  Mr.  John 
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Burke,  an  order  to  withhold  the  $5,000  due  the  Riggs  National  Bank 
as  interest  on  those  bonds  which  had  been  deposited  with  the 
Treasury. 

On  April  1,  1915,  Mr.  Glover,  president  of  the  bank,  accompanied 
bv  myself,  called  on  Mr.  Burke.  We  were  very  courteously  received, 
lie  stated  he  did  not  know  why  that  letter  was  sent  to  him,  because, 
while  he  thought  it  was  the  function  of  the  Treasurer  to  pay,  still  the 
letter  seemed  to  question  the  Secretary  of  the  Treasury,  as  the  supe- 
rior officer  of  that  department,  had  the  right  to  decide  who  would 
Eay,  and  the  previous  Secretary  of  the  Treasury  had  directed  that  he 
imself  or  his  office  should  pay.  We  handed  him  a  letter  and  stated 
that  we  did  not  intend  to  permit  its  confiscation  or  retention.  That 
letter  was  sent  to  the  Secretary,  and  we  got  irgm  one  of  the  Assistant 
Secretaries  a  formal  acknowledgement  saying  that  the  letter  had 
been  received.  We  told  Mr.  Burke  that  of  course  we  would  have  to 
protect  ourselves  and  that  what  we  feared  was  that  the  $5,000  wrould 
be  covered  into  the  Treasury,  and  that  having  been  covered  into  the 
Treasury  we  might  then  find  ourselves  relegated  to  a  suit  in  the 
Court  of  Claims  to  recover  that  money,  and  that  we  might  not  have 
a  common  law  court  of  general  jurisdiction  to  seek  our  remedy  in. 

Mr.  Burke,  in  a  spirit  of  fairness  which  I  have  always  remembered, 
most  kindly  told  us  to  go  ahead  and  start  our  proceedings  quickly ; 
that  he  recognized  the  position  in  which  we  were,  and,  as  far  as  he  was 
concerned,  he  would  be  glad  to  have  the  status  quo 

Senator  Henderson.  Was  this  interest  due  on  bonds? 

Mr.  Hogan.  On  registered  bonds. 

This  was  not  a  confidential  conversation,  so  I  have  the  right  to 
repeat  it.  He  intimated,  and  in  substance  said,  "  Please  do  not 
involve  me  in  the  controversy  with  John  Skelton  Williams."  He 
did  not  use  the  expression,  but  what  he  said  when  he  left  his  office 
you  find  stated  by  other  Treasury  officials  who  wanted,  as  far  as 

S>ssible,  to  be  saved  from  the  claws  of  the  Wildcat  of  the  Treasury, 
e  was  willing  in  any  way  he  could  to  help  us,  but  please  do  not 
involve  him  in  any  controversy  with  that  particular  official. 

Now,  Senator,  you  see  the  position  that  we  were  then  in.  We  had 
complied  tirelessly  with  every  request  made.  We  had  expert  ac- 
countants figure  what  the  amount  of  money  was  if  those  penalties 
could  be  enforced.  The  figures,  including  this  $5,000,  amounted 
roundly  speaking,  to  $160,000  that  had  accrued  if  he  meant  what  he 
said  and  could  do  what  he  claimed.  Not  only  that,  but  the  figures 
show,  using  his  letter  as  a  basis  for  the  computation — I  am  not  a 
mathematician;  this  was  done  by  accountants — that  we  were  in- 
curring penalties  at  the  rate  of  $1,600  a  day  for  having  failed,  ac- 
cording to  his,  as  he  said,  undisputed  and  indisputable  judgment, 
to  answer  his  countless  questions  in  the  way  that  he  demanded  they 
be  answered. 

The  Riggs  National  Bank  did  not  want  to  litigate,  but  what  else 
could  it  do?  It  had  to  litigate  or  acquiesce  in  that  ruinous  policy. 
We  had  to  fight;  we  had  to  fight  either  with  a  pea-shooter  or  a  gat- 
ling  gun ;  and  we  took  the  latter  weapon. 

We  filed  a  bill  in  the  Supreme  Court  of  the  District  of  Columbia 
on  or  about  April  12,  1915,  in  which  we  charged  John  Skelton  Wil- 
liams and  William  G.  McAdoo  with  having  entered  into  a  conspiracy 
to  destroy  the  Riggs  National  Bank,  and  we  set  forth  the  interwoven 
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course  of  conduct  as  we  saw  it,  and  as  we  believed  it  to  be.  We 
made  Mr.  Burke  a  necessary  party  to  that  bill,  and  in  order  to  pre- 
vent the  covering  of  the  $5,000  into  the  Treasury  we  obtained  a 
temporary  restraining  order,  or  in  popular  parlance,  an  injunction, 
which  held  the  status  quo  as  it  then  was  and  prevented  the  covering 
of  the  money  into  the  Treasury  or  the  imposition  of  any  further 
penalties  at  that  time. 

The  afternoon  on  which  we  filed  this  bill,  Mr.  John  Skelton  Wil- 
liams issued  a  formal  statement  to  the  press  of  the  country  in  which 
he  referred  to  the  temerity  of  the  bank  in  bringing  this  suit.  That 
statement  is  somewhere  in  this  volume  of  your  former  hearings, 
read  into  the  record  by  Senator  Weeks. 

I  like  that  word  "  temerity/'  It  was  true  that  for  the  first  time 
in  the  history  of  this  country  officers  of  a  national  bank  had  called 
the  Comptroller  of  the  Currency  to  the  bar  of  a  court  of  the  land 
to  hear  such  questions  as  we  thought  should  be  heard. 

Do  you  know  what  he  did?  First  of  all,  of  course,  he  started  to 
get  lawyers. 

Mr.  Louis  D.  Brandeis,  now  Mr.  Justice  Brandeis,  had  been  some- 
time previously  consulted,  he  said,  retained  by  the  Department  of 
Justice.  He  had  been  consulted  by  Mr.  Williams  in  the  matter.  Mr. 
Brandeis,  of  course,  had  no  public  official  connection  with  the  de- 
partment. Mr.  Brandeis  was  brought  in.  Next  appeared  Mr.  Sam- 
uel Untermyer.  He  came  down  from  New  York  and  entered  his  ap- 
pearance for  the  Secretary  of  the  Treasury  and  the  Comptroller  of 
the  Currency.  Then  it  was  given  an  official  atmosphere  by  the  ap- 
pearance of  Mr.  Charles  Warren,  then  Assistant  Attorney  General; 
Mr.  John  Laskey,  then  and  now  the  district  attorney ;  and  Mr.  James 
B.  Archer;  also  a  semiofficial  character  by  the  appearance  of  Mr. 
Jesse  C.  Adkins,  as  associated  with  Mr.  Brandeis  and  Mr.  Unter- 
mver. 

Various  reasonable  postponements  were  had  by  the  counsel,  Mr. 
Brandeis  getting  the  first  one  and  Mr.  Untermyer  taking  the  wheel 
thereafter  in  the  case  until,  on  May  1,  the  case  was  heard  on  prelimi- 
narv  motion. 

This  entire  matter  has  been  so  often  misrepresented  with  respect 
to  what  developed  and  what  was  decided  that  I  would  Jike  to  give 
the  committee  a  full  account  of  it,  but  I  want  to  go  on  and  answer 
the  question  you  have  asked  with  respect  to  those  penalties. 

What  do  you  think  he  did?  You  would  have  stood  by  it;  but  he 
came  into  court  with  his  sworn  affidavit,  and  his  counsel  said  he 
never  really  intended  to  impose  those  penalties.  He  came  into  court 
with  his  second  affidavit  and  said  that  he  did  not  now  propose  to  im- 
pose the  penalties  which,  in  the  last  letter,  he  specifically  and  sol- 
emnly said  were  imposed ;  and  that  outside  of  the  $5,000 — and  it  is  in 
the  record  here — he  waived  the  penalties  which  the  bank  had  in- 
curred. 

If  he  was  right  that  the  penalties  had  been  incurred,  where,  in  law 
or  in  morals,  did  John  Skelton  Williams  have  the  right  to  give  away 
$160,000  of  the  Government's  money  ?  What  power  was  ever  imposed 
in  him  to  say,  under  the  law,  as  he  has  said  at  least  50  times 

The  Chairman.  That  was  outside  of  the  $5,000? 

Mr.  Hogan.  Yes,  sir.  Do  you  see  the  point,  Senator?  The  hope 
of  Williams,  McAdoo,  and  their  counsel  was  to  get  out  of  court  on  a 
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technicality.  They  thought  an  injunction  could  only  run  to  prevent 
the  doing  of  future  acts.  We  had  gone  into  a  court  for  injunctive 
relief,  and  they  thought  that  as  he  waived  any  future  act  of  that 
kind  the  injunction  could  not  reach  back  and  stop  the  doing  of  what 
he  had  done. 

The  Chairman.  The  $5,000  was  interest  on  the  bonds,  or  was  the 
$5,000  penalties? 

Mr.  Hogan.  It  was  $5,000  in  penalties.  The  Treasury  owed  us 
$5,000.  He  ordered  it  confiscated.  That  is  not  the  word  he  used,  but 
that  is  what  it  amounted  to. 

The  Chairman.  He  applied  the  $5,000  due  in  interest  to  the  pay- 
ment of  penalties? 

Mr.  Hogan.  Right,  Mr.  Chairman;  exactly.  But  when  he  was 
brought  to  the  bar  of  justice,  his  counsel  said — and  they  said  it  on 
his  sworn  statement — u  You  ought  not  to  be  asking  an  injunction. 
This  court  has  no  jurisdiction  to  grant  an  injunction,  because  any- 
thing that  the  comptroller  said  he  was  going  to  do,  he  is  not  going 
to  do  any  more.  It  is  true  he  wrrote  you  time  and  time  again  and 
told  you  that  you  had  incurred  these  penalties.  It  is  true  he  said 
these  penalties  were  imposed.  It  is  true  that  he  told  you  in  his 
March  30  letter  that  when  he  took  this  $5,000  he  only  intended  to 
take  it  on  account  and  that  it  was  in  addition  to  all  the  other  pen- 
alties you  have  incurred  and  are  incurring."  But  when  he  had  come 
out  into  the  open,  before  a  court  of  justice,  I  repeat  the  expression, 
he  "crawled;"  he  quit. 

Senator  Fletcher.  What  was  the  $5,000  fine  imposed  for? 

Mr.  Hogan.  For  failure  to  reply  to  one  of  his  letters,  one  of  the 
many  letters. 

Senator  Fletcher.  Do  you  remember  the  data  that  was  called  for? 

Mr.  Hogan.  I  think  so ;  I  can  tell  you  that  in  a  moment. 

Senator  Henderson.  I  just  want  to  get  this  clear. 

The  Kiggs  National  Bank  had  registered  bonds,  and  on  this  date 
there  was  $5,000  in  interest  due  on  those  bonds  ? 

Mr.  Hogan.  Yes,  sir. 

Senator  Henderson.  The  Comptroller  of  the  Currency  had  im- 
posed penalties  on  the  bank  amounting  at  that  time  to  about 
$160,000?    > 

Senator  Fletcher.  He  had  imposed  a  fine  of  $5,000. 

Mr.  Hogan.  No;  Senator  Henderson  is  correct. 

Senator  Henderson.  That  is,  $5,000  which  was  due  the  Riggs  Na- 
tional Bank,  was  directed  by  the  Comptroller  of  the  Currency  to  be 
withheld  and  applied  on  the  penalties  then  due  from  the  Riggs  Na- 
tional Bank  to  the  Government,  as  the  Government  claimed  it  was 
due  ? 

Mr.  Hogan.  Yes.    You  stated  it  absolutely  with  accuracy,  Senator. 

The  Kiggs  Bank  responded  to  that,  first,  by  filing  its  protest,  and 
second,  by  filing  a  bill  in  equity  on  the  equity  side  of  the  Supreme 
Court  of  the  District  of  Columbia  where  we  have  the  separate  juris- 
diction— the  old  chancery  practice  and  the  common-law  practice. 
In  that  bill  we  sought  to  have  him  enjoined  and  anyone  connected 
with  him  enjoined  from  retaining  that  money,  from  covering  it  into 
the  Treasury. 

We  further  sought  to  have  him  enjoined  from  imposing  penalties 
or  collecting  or  confiscating  our  money  on  account  of  the  other  fines 
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and  penalties  which  he  had  over  and  over  again  notified  us  that  he 
imposed  upon  us ;  and  we  sought,  further,  to  have  him  enjoined  from 
further  harassing  the  bank  with  these  alleged  calls  for  conditions, 
which  we  point  out  in  the  case  in  which  the  $5,000  was  imposed  was 
a  statement  of  matters  occurring  all  the  way  back  20  years  ago, 
whether  or  not  certain  officials  had,  as  far  back  as  1896  and  onward, 
received  commissions  on  real  estate  loans  which  had  been  negotiated 
by  them,  or  received  commissions  on  stocks  and  bonds  which  they 
had  purchased,  and  which  required,  as  I  say,  by  his  latter  date  re- 
quests, a  tabulated  statement  of  things  that  could  not,  by  the  farthest 
stretch  of  any  reasonable  imagination  have  reflected  upon  the  con- 
dition of  the  bank,  but  simply  was  going  back  into  things  that  were 
closed  so  long  ago  that  they  could  never  be  resurrected  to  affect  the 
solvency  of  the  bank. 

It  was  that  sort  of  information,  mark  you,  in  most  instances,  which 
we  did  not  refuse  to  give — we  had  gotten  to  that  position,  Senator, 
where  it  did  not  make  any  difference  how  far  back  we  had  to  go,  and 
that  is  the  reason  we  went  back. 

The  Chairman.  Mr.  Hogan,  he  waived  all  the  penalties  imposed, 
with  the  exception  of  $5,000  ? 

Mr.  Hogan.  Yes,  sir. 

The  Chairman.  That  he  intended  to  make  good  by  the  applica- 
tion of  the  $5,000  interest? 

Mr.  Hogan.  Yes,  sir. 

The  Chairman.  What  was  the  result? 

Mr.  Hogan.  We  got  it  back.    There  was  a  reason 

Senator  Henderson.  Just  a  moment  before  you  go  on  with  that. 

The  question  I  asked  a  moment  ago  would  leave  the  inference  that 
those  penalties  were  actually  imposed  by  the  Comptroller  of  the  Cur- 
rency or  some  Government  official  having  that  power.  Were  such 
penalties  ever  actually  imposed  by  the  comptroller  or  any  other 
official  ? 

Mr.  Hogan.  Yes,  sir,  Senator.  I  know  where  you  get  that  sug- 
gestion from.  Yes;  they  were.  There  is  not  any  doubt  about  it  at 
all.    They  were  not  collected,  no ;  they  were  imposed. 

For  instance,  let  me  give  you  his  language — and  while  I  am  look- 
ing for  this  memorandum,  Senator,  I  can  answer  your  question,  too. 

We  got  the  $5,000.  It  was  returned  to  us.  The  litigation  resulted 
in  the  court's  holding  that  he  had  not  complied  with  the  law.  That 
is  as  far  as  the  court  held  at  that  time. 

Senator  Fletcher.  The  Supreme  Court  of  the  District  of  Colum- 
bia, here  in  these  hearings  at  page  481,  held,  by  Mr.  Justice  McCoy  : 

That  the  court  had  jurisdiction  of  the  case. 

That  as  "  the  biil  does  not  state  facts  sufficient  to  constitute  a  cause  of  action 
against  the  Secretary  of  the  Treasury  as  to  a  conspiracy,  nor  as  to  anything 
done  or  threatened  by  him,  it  must  be  dismissed  as  to  him,  unless  he  is  a 
necessary  part  in  order  to  give  relief  by  way  of  directing  a  purely  ministerial 
act,  namely,  the  payment  of  interest  withhe'd  because  of  the  penalty  of  $5,000 
assessed  by  the  comptroller." 

Those  points  are  all  set  out ;  and  paragraph  20  says : 

As  to  the  merits  of  the  case,  the  single  point  on  which  the  court  finds 
against  the  defendant  is  the  following:  That  the  comptroller  in  making  his 
demand  of  January  22,  1915,  for  the  special  report  called  for 

Mr.  Hogan.  You  are  not  reading  from  the  court's  decision. 


54  NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 

Senator  Fletcher.  I  am  reading  from  the- 


Mr.  Hooan.  Something  that  Mr.  Williams  put  in  there  ? 

Senator  Fletcher.  The  synopsis  of  the  decision  rendered  May  31, 
1916. 

Senator  Henderson.  That  is  Mr.  Williams's  statement  before  the 
committee. 

Senator  Fletcher.  Well,  it  is  a  synopsis  of  the  decision.  If  it  is 
questioned,  we  can  go  into  that  later. 

(Continuing  reading:) 

• 

That  the  comptroller  in  making  his  demand  of  January  22,  1915,  for  the  spe- 
cial report  called  for,  required  that  it  should  be  made  under  the  oath  of  the 
president,  cashier,  and  three  named  officers  and  directors,  whereas  the  statute, 
section  5211,  only  required  that  the  report  be  sworn  to  by  the  president  or 
cashier  and  attested  by  the  signatures  of  at  least  three  of  the  directors.  The 
court  said :  "  Therefore,  it  must  be  held  in  this  case  that  the  comptroller  hav- 
ing called  for  a  report  not  verified  and  attested  as  provided  in  the  statute,  did 
not  place  himself  in  a  position  where  he  could  lawfully  assess  a  penalty  for  a 
failure  to  comply  with  a  demand  which  he  made." 

Mr.  Hogan.  Yes;  that  last  part  is  a  quotation  from  the  court. 
That  is  the  first  thing  you  have  quoted  from  the  court. 

If  I  may  proceed  in  order  in  connection  with  that  I  can  come  to 
it,  because  that  decision  resulted  in  a  rather  amusing  thing. 

For  instance,  the  Treasury  Department  and  the  Department  of 
Justice  found  it  necessary,  after  that  decision  was  rendered,  to  issue 
to  the  press  of  the  country,  with  the  request  that  it  be  given  circula- 
tion, a  labored  statement  showing  that  the  Government  had  won, 
setting  out  22  different  paragraphs  to  show  that  Mr.  Williams  had 
won  the  case.  From  a  lawyer's  standpoint  the  thing  was  nothing 
less  than  amusing. 

When  the  judge  rendered  his  opinion,  with  that  accuracy  and  in- 
telligence which  ordinarily  characterizes  the  press,  it  had  sent  out 
the  report  that  the  Riggs  Bank  had  won,  as  it  had  on  every  single, 
solitary  question  which  was  before  the  court — every  one.  But  that 
we  will  come  to,  because  that  is  another  order. 

Senator  Henderson,  you  used  a  phrase  in  your  question,  whether 
or  not  I  meant  to  say  that  the  fine  was  actually  imposed,  and  I  said  I 
knew  where  you  got  that  suggestion  from,  and  I  am  going  to  answer 
you  in  Mr.  Williams's  own  words  U9ed  on  June  29,  1914,  and  I  quote 
from  a  letter  of  that  date : 

Your  omission  to  furnish  the  information  called  for  over  your  president's 
signature,  therefore,  subjects  you  to  the  imposition  of  a  line  of  $100  per  diem 
from  this  date  for  this  delay,  in  addition  to  the  tines  heretofore  imposed,  as  per 
previous  letters. 

That  answers  you,  does  it  not,  Senator? 

Senator  Henderson.  Yes. 

Mr.  Hogan.  I  do  not  think  that  I  overstate  it  when  I  say  that  I 
can  read  to  you  20  places  where  that  man  uses  words  which  after- 
wards he  said  he  did  not  mean.  He  said  those  fines  had  been  im- 
posed and  incurred,  and  now  he  states  that  his  purpose  was  not  to 
impose  them. 

Senator  Henderson.  Did  the  point  come  up  in  the  trial  of  the 
case  as  to  whether  or  not  under  the  law  any  Government  official  had 
the  right  to  relieve  anyone  from  the  payment  of  any  penalties  at  all  ? 

Mr.  Hogan.  It  never  got  to  the  point  where  it  could  be  decided  by 
any  court,  Senator. 
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May  I  proceed,  now,  to  tell  you  with  reference  to  this  case,  because 
Senator  Fletcher  has  asked  a  question  about  what  occurred  in  the 
case  ? 

Senator  Fletcher.  I  would  like  to  have  you,  if  you  can,  put  in  the 
particular  letter  calling  for  the  data. 

Mr.  Hogan.  Yes,  sir;  I  will,  sir;  I  will  do  that. 

Senator  Fletcher.  If  you  have  that  letter.  Do  you  remember 
the  date  of  it? 

Mr.  Hogan.  He  gives  the  date. 

Senator  Fletcher.  January  22,  1915? 

Mr.  Hogan.  Yes.  I  think  he  gives  the  date.  That  is  the  letter. 
I  will  give  it  to  vou. 

We  filed  our  bill  in  equity.  We  got  a  preliminary  restraining 
order.  That  held  the  status  quo.  The  attorneys  for  the  comptroller 
and  the  Secretary  and,  nominally,  for  Mr.  Burke,  who  was  a  mere 
nominal  party,  came  into  court  finally,  in  May,  and  they  filed  a  mo- 
tion to  dismiss  the  bill.  That,  under  the  equity  rules  promulgated 
bv  the  United  States  Supreme  Court  in  1913,  took  the  place  of  the 
old  demurrer  which  theretofore  was  a  pleading  in  equity.  The 
ground  of  that  motion  to  dismiss  the  bill  was  that  the  Supreme 
Court  of  the  District  of  Columbia  did  not  have  any  jurisdiction 
of  that  cause;  that  the  bill  on  its  face  gave  the  court  no  jurisdiction, 
and  that  this  was  a  suit  against  the  United  States  not  cognizable  by 
the  Supreme  Court  of  the  District  of  Columbia ;  and  that  Mr.  Wil- 
liams and  Mr.  McAdoo  and  Mr.  Burke,  having  acted  in  their  official 
capacity,  could  not  be  brought  to  answer  before  the  bar  of  the 
court — a  time-worn  defence  of  every  Government  official  that  has 
ever  been  brought  to  court  since  Marbury  and  Madison. 

That  motion  to  dismiss  absolutely  denied  the  jurisdiction  of  the 
court  or  its  right  to  give  any  relief  at  all  and,  logically,  it  was  the 
first  thing  to  be  disposed  of.  But  Mr.  Williams's  counsel  declined  to 
have  it  disposed  of,  and  asked  the  court,  and  the  court  consented,  to 
hear  the  motion  to  dismiss  along  with  the  question  whether  or  not 
the  temporary  retraining  order  would  be  continued. 

That  was  done  for  the  purpose  of  enabling  him,  as  Mr.  Untermver 
frankly  said,  to  put  on  the  public  records  and  thereby  safely  dis- 
seminate through  the  public  press  affidavits  from  Mr.  McAdoo  and 
Mr.  Williams,  a  short  affidavit  from  Mr.  Burke  and  some  supporting 
affidavits  giving  their  version  of  the  facts. 

The  case  came  on  to  be  heard  in  May,  1916 — not  for  trial.    There 
was  never  any  answer  made  to  the  bill.    The  pleadings  were  not  in 
condition  to  permit  a  trial. 
Senator  Henderson.  It  was  not  at  issue? 
Mr.  Hooan.  It  was  not  at  issue.    It  was  heard,  first,  on  a  motion 

by  the  comptroller's  attorneys  to  dismiss  for  want  of  jurisdiction,  to 

throw  it  out  of  court ;  and  it  was  heard,  second,  on  our  contention  that 

the  preliminary  injunction  should  be  continued.    That  is  all  there 

was  before  the  court. 

Mr.  Williams,  as  I  say,  filed  voluminous  affidavits;  here  [indicat- 
ing] in  another  volume  that  contains  the  affidavits  and  also  his 

printed  correspondence. 
The  court  said  that  he  would  hear,  in  an  interlocutory  way,  the 

motion  of  Mr.  Williams's  counsel  to  dismiss  and  also  these  affidavits 


56  NOMINATION  OF  JOHN   SKELTON   WILLIAMS. 

which,  of  course,  so  far  as  the  answer  was  concerned,  were  ex  parte 
affidavits.  We  did  not  have  any  right  to  answer  them.  We  were 
allowed  to  answer  them  as  a  matter  of  privilege,  and  Mr.  Williams's 
counsel  strenuously  opposed  our  being  allowed  to  answer  those  affi- 
davits either  as  to  the  new  matter  that  was  brought  in,  or  as  to  any- 
thing else,  but  Mr.  Justice  McCoy  fairly  permitted  us  to  file  answers. 
Not  onhr  that,  Senator,  but  when  it  was  decided  that  as  far  as  the 
preliminary  injunction  was  concerned  we  would  have  to  go  into  a 
large  number  of  facts,  we  asked  that  all  of  the  correspondence,  part 
of  which  had  been  referred  to  by  Mr.  Williams,  be  offered  before  the 
court,  they  were  strenuously  opposed  to  that,  and,  of  course,  we  did 
not  have  a  right  in  the  matter,  and  the  objection  was  sustained. 

They  did,  however,  select  62  innocuous  letters,  with  the  sting  taken 
out  oi  the  tail  and  with  the  teeth  extracted  from  the  mouth,  but 
which  the  court  would  not  permit  to  go  in,  because  we  said  that  if 
any  court  is  going  to  pass  on  this  correspondence,  let  them  see  it  all, 
and  if  a  court  or  a  tribunal  will  read  those  letters  and  can  say  that 
the  man  who  wrote  them  in  his  official  capacity  was  an  impartial 
public  officer,  he  will  not  receive  any  comment  from  me. 

When  we  went  to  hearing  there  were  just  exactly  these  and  no 
other  questions  that  the  court  could  pass  upon : 

First,  must  the  motion  of  the  defendant  to  dismiss  the  case  be 
granted  or  overruled  ? 

That  was  their  motion.    If  it  had  been  granted,  that  ended  the  case. 

Second,  was  the  fine  of  $5,000  rightly  imposed,  or  must  the  pre- 
liminary restraining  order  against  the  turning  of  that  money  into 
the  Treasury  be  continued? 

Third,  were  the  other  fines,  which  according  to  our  figures  aggre- 
gated $160,000,  rightly  imposed,  and  could  the  proposition  of  con- 
fiscating our  money,  or  in  other  ways  making  us  pay  it,  go  on  pending 
a  final  determination  of  the  case? 

Those  were  the  onlv  points  that  the  court  could  possibly  have 
decided.    Those  were  the  only  points  before  the  court. 

Incidentally,  both  in  the  argument  and  in  the  affidavits — and  I  am 
not  saying  this  to  criticize  my  brothers  on  the  other  side,  because 
we  all  did  it — we  roamed  all  over  the  world.  But  after  you  sur- 
veyed it  from  the  standpoint  of  court  or  lawyer,  there  was  not  any- 
thing else  before  the  court,  and  in  the  nature  of  things  there  could 
not  have  been  anything  else  before  the  court  on  a  hearing  as  to 
whether,  first,  the  court  had  jurisdiction,  and,  second,  whether  the 
preliminary  restraining  order  should  be  made  into  a  permanent 
injunction — and  you  will  find  in  this  volume  [indicating]  by  Mr. 
Williams  that  the  court  overwhelmingly  overruled  point  number 
one,  that  we  had  no  right  to  bring  him  into  court. 

The  justice  decided  that  he  did  have  jurisdiction;  that  we  were 
rightly  in  court ;  on  point  number  two,  as  to  whether  or  not  he  was 
within  his  legal  right  in  imposing  a  $5,000  fine,  the  court  decided 
that  he  was  not;  that  the  temporary  restraining  order  would  be 
continued  to  withhold  that  $5,000,  and  so  stated  the  fact  that  it 
made  it  inevitable  that  in  any  subsequent  trial  of  the  case  a  manda- 
tory order  requiring  the  return  of  the  $5,000  would  be  issued. 

Third,  on  the  only  other  question  before  the  court,  as  to  whether 
or  not  the  $160,000  had  been  lawfully  imposed,  the  court  held  it  was 
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not,  and  if  need  required  it  a  temporary  injunction  would  have  to 
go  protecting  the  bank  from  the  taking  of  the  money. 

That  was  the  decision.  There  was  a  very  long  opinion  rendered 
bv  Mr.  Justice  McCov,  then  new  to  the  bench,  in  which  he  discussed 
at  great  length  what  was  purely  obiter  dicta,  and  however  interest- 
ing it  might  have  been,  decided  nothing.  On  the  question  of  the 
plenary  powers  of  the  comptroller  to  make  these  demands  that  he 
hud  made,  the  court  determined  that  he  did  have  a  right  to  make 
those  demands.  The  court  said  in  the  trial  that  there  was  no  evidence 
of  a  conspiracy  between  Mr.  McAdoo  and  Mr.  Williams.  Of  course, 
there  was  not,  nor  anything  that  came  to  the  point  of  it.  When  we 
tried  to  get  in  this  correspondence,  Mr.  Untermyer  said  at  the  trial 
of  the  case,  if  we  ever  came  to  the  trial,  that  it  might  be  relevant, 
I mt  objected  to  encumbering  this  record  with  any  other  papers? 

Mr.  Justice  McCoy,  in  a  very  learned  dissertation  on  the  powers 
of  the  comptroller  and  the  safety  of  national  banks,  wrote  about  things 
that  he  could  not  decide  and  which  were  not  before  him.  I  am  sure 
he  would  recognize  it  if  his  attention  was  ever  called  to  it.  He  said 
that  the  bill  would  be  dismissed  in  part  and  retained  in  part — some- 
thing which  is  impossible  legally.  You  could  not  divide  a  bill  in 
parts  and  retain  part  of  it  and  send  out  part  of  it. 

But  you  want  to  know  what  happened  to  that  case.  That  was  the 
end  of  it  so  far  as  the  court  was  concerned.  Never  was  that  case 
tried.  Every  point  that  was  legitimately  before  the  court  for  de- 
cision was  decided  in  favor  of  the  bank,  but  the  decision  came  down 
a  year  after  the  case  had  been  argued. 

Senator  Henderson.  On  thes?  preliminary  matters? 

Mr.  Hooan.  Yes,  sir;  it  took  one  year  to  decide  it.  It  took  one 
year  after  this  case  had  been  argued ;  and  it  came  down  a  month  be- 
fore the  Riggs  National  Banks  charter,  as  a  national  institution, 
expired. 

I  am  going  to  skip  the  criminal  prosecution  and  call  your  attention, 
Senators,  to  what  I  will  respectfully  submit  to  you  is  the  conclusive 
answer  to  the  question  of  whether  this  man  is  fit  to  be  Comptroller 
of  the  Currency,  as  to  what  he  did  in  respect  to  this  suit. 

If  any  public  official  had  those  charges  made  against  him  he  would 
want  to  go  to  a  hearing.  He  would  want  to  try  this  case  out,  would 
he  not  ?  That  is  what  you  would  have ,  wanted,  Senator.  What  did 
Williams  do?  He  used  his  power,  to  grant  the  charter  or  to  deny 
the  charter  of  the  bank,  to  impose  a  condition  precedent  that  the 
hank  should  dismiss  that  suit  and  not  go  on  with  the  trial,  before 
he  would  recharter  the  bank. 

In  1916  the  question  was  taken  up  about  the  rechartering  of  the 
bank.  Concededly,  on  his  own  oath,  the  bank  was  solvent.  Con- 
<ededly  the  bank  was  in  a  splendid  solvent  condition.  Mr.  Unter- 
myer stood  in  the  court  and  said  that  no  question  was  made  about  its 
solvency  and  never  was  made.  In  his  own  public  statement  Mr.  Wil- 
liams had  gratuitously  said  that  while  the  bank  had  the  temerity  to 
£o  into  court — he  wound  up  his  statement  with  the  few  words — u  The 
hank  is  solvent." — due  not  to  the  lack  of  any  act  that  he  could  take. 
to  hurt  its  solvency,  because,  in  the  meantime,  his  activities,  which 
are  tireless,  had  resulted  in  the  withdrawal  of  the  Panama  Canal 
funds;  and  he  used  his  powers  and  activities  in  connection  with  the 
Red  Cross,  by  asking  us  to  violate  the  law 
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Senator  Henderson.  You  know  of  that  personally,  do  you? 

Mr.  Hogan.  All  these  things  are  a  matter  of  record. 

The  Chairman.  You  say  he  conditioned  the  rechartering  of  the 
hank  upon  the  dismissal  of  that  suit? 

Mr.  Hogan.  Yes,  sir. 

The  Chairman.  What  testimony  of  record  is  there  of  that? 

Senator  Fletcher.  Is  there  anv  letter  of  that  sort? 

Mr.  Hogan.  Yes,  sir;  that  is  all  in  the  record.  I  will  supply  you 
with  those  documents,  too.    Mr.  Darlington  will  also  supply  it. 

Let  me  tell  you  this,  Senator  he  started  out  to  try  to  have  us  help 
him  do  what  our  Chinese  friends  call  "  save  his  f ace.-' 

He  wanted  us,  when  we  first  took  up  the  matter  of  the  charter,  to 
agree  that  we  would  be  granted  a  charter  if  our  officers  would  resign. 
Mr.'Flather  had  resigned  the  previous  year.  And  if  the  bank  would 
agree  that  the  $5,000  might  be  retained,  then  he  would  recharter  the 
bank. 

We  declined  all  of  those  conditions.  We  had,  as  I  will  show  you 
in  due  time,  been  offered  immunity  from  indictments  for  resignations, 
but  our  American  manhood  had  spurned  that.  Now,  we  were  offered 
a  charter  for  the  bank  for  resignations.  It  was  the  duty  of  the 
officers  of  the  bank  and  of  the  directors  to  save  the  national  charter 
of  the  bank  if  they  could  possibly  do  so.  If,  under  the  conditions 
then  existing,  extraordinary  as  they  were,  humiliation  was  necessary, 
then,  of  course,  they  were  going  to  face  humiliation  within  any  rea- 
sonable bounds.  That  was  their  duty  to  the  numbers  of  stockholders 
of  the  bank. 

Mr.  Williams  knew  that.  So  far  as  we  could  get  any  indication 
from  him  on  the  question  of  rechartering  the  bank,  from  March, 
when  he  started  on  that  question,  until  June,  when  he  did  recharter 
it  under  the  conditions  that  I  am  now  narrating,  he  had  determined 
not  to  recharter  the  bank.  He  imposed  one  condition  after  another ; 
that  those  men  should  go  from  the  positions  that  they  had  honorably 
held  for  so  long  in  this  community 

The  Chairman.  How  did  he  impose  those  conditions? 

Mr.  Hogan.  By  saying,  Senator: 

If  you  will  waive  the  question  about  the  $5,000  and  let  that  tine  stand ;  if  you 
will  go  to  the  board  of  directors  and  have  the  board  of  directors  transmit  to  the 
Comptroller  of  the  Currency  the  resignation  of  Mr.  Glover,  Mr.  Ailes,  and  Mr. 
Fletcher ;  if  you  will  dismiss  that  equity  suit  and  agree  to  abide  by  the  law  as 
laid  down  by  Judge  McCoy  and  take  no  appeal,  then  I  will  give  you  this  charter. 
Otherwise,  I  will  not. 

The  Chairman.  Was  that  a  written  proposition? 

Mr.  Hogan.  Yes,  sir;  that  was  a  written  proposition,  and  you  will 
find  it  here.  Finally,  he  dictated  communications — dictated,  I  say. 
He  practically  made  the  wording  which  the  bank  wrote — in  which 
some  of  those  conditions  were  agreed  to  and  which  he  put  into  this 
volume.    You  will  find  it  in  there. 

Senator  Fletcher.  We  do  not  find  any  letter  from  him  making 
anv  demands. 

Mr.  Hogan.  No;  oh,  no;  you  will  not  find  any  letter  from  him 
making  any  demands.  I  am  telling  you  what  the  facts  are.  You  will 
find  letters  in  there  from  the  bank,  signed  by  the  bank.  Those  letters 
were  drafted  in  conference  with  Mr  Williams,  every  one  of  those 
letters,  all  part  of  the  result  or  in  connection  with  the  result  of  nego- 
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tiations  going  on  for  a  long,  long  time;  and  the  exact  statements 
made  at  those  negotiations  which  were  reported  to  us  and  which  led 
to  our  actions,  Mr.  J.  J.  Darlington,  the  other  general  counsel  of  the 
bank,  will  tell  vou. 

Senator  Hitchcock.  I  do  not  quite  get  that  clear.  You  say  he 
made  a  demand  upon  the  bank  that  they  meet  those  conditions  as  a 
consideration  for  receiving  its  charter? 

Mr.  Hog  ax.  JTes. 

Senator  Hitchcock.  I  ask  whether  that  demand  was  made  in 
writing? 

Mr.  Hogan.  No.  The  demand  was  not  made  in  writing,  but  the 
ultimate  result  was  put  in  writing,  in  a  report  from  the  bank  to 
Williams,  which  writing,  however,  was  dictated  by  Williams. 

Senator  Hitchcock.  Then,  if  it  was  not  made  in  writing,  how  was 
it  made  ? 

Mr.  Hogan.  It  was  made  in  the  various  conferences  between  Wil- 
liams and  the  counsel  for  the  bank. 

Senator  Hitchcock.  Did  you  hear  him  make  the  statement  ? 

Mr.  Hogan.  No,  sir. 

Senator  Hitchcock.  Who  heard  it? 

Mr.  Hogan.  Mr.  Darlington,  who  is  here  in  the  room  and  heard 
him  make  that  statement.    I  did  not  hear  him  make  that  statement. 

Senator  Hitchcock.  So,  there  is  no  writing  from  Mr.  Williams 
making  those  demands  or  imposing  those  conditions? 

Mr.  Hogan.  No.  There  is  the  writing  from  Williams,  however, 
setting  out  the  letters  in  which  certain  conditions  are  complied  with 
and  agreed  to  and  stating,  in  view  of  those  things,  that  he  gives  this 
charter. 

Senator  Hitchcock.  But,  of  the  further  conditions  which  you 
mentioned  and  which  you  rejected,  you  have  not  any  writing? 

Mr.  Hogan.  No,  sir.  However,  you  will  find  that  simultaneously 
with  the  rechartering  of  the  Riggs  Bank  we  got  back  our  $5,000,  and 
we  entered  in  the  Supreme  Court  of  the  District  of  Columbia  a  dis- 
missal of  the  action  in  which,  to  this  date,  no  judgment  has  ever  been 
entered. 

Senator  Fletcher.  What  is  the  date. of  the  dismissal? 

Mr.  Hogan.  In  June,  1916.    I  have  not  the  date  before  me. 

Senator  Fletcher.  Here  is  the  bank's  stipulation,  dated  June 
21.  1910: 

The  Comptroller  of  the  Currency, 

WfiH/tinffton,  D.  C. 

Sib:  We  understand  that  In  addition  to  other  considerations  relating  to 
past  management  and  omissions  to  comply  with  certain  requirements  of  the 
law,  you  also  have  doubts  as  to  the  propriety  of  granting  an  extension  of  the 
charter  of  the  Uiggs  National  Bank,  because  of  the  Riggs  National  Bank's 
resistance  of  the  authority  and  power  asserted  by  the  comptroller's  office,  cul- 
iwuating  in  the  suit  brought  by  the  Riggs  National  Bank  r.  Comptroller  of  the 
<'urrencv  et  al.,  and  which  wns  decided  by  Mr.  Justice  McCoy  on  the  31st  of 
May.  1916. 

The  court  sustains  the  right  of  the  comptroller  to  have  the  reports  and  in- 
formation called  for.  and  the  right  to  impose  fines  in  accordance  with  the  pro- 
visions of  the  statute,  if  the  bank  should  refuse  them. 

In  order  that  the  question  as  to  the  iiowers  of  the  comptroller's  office  here- 
tofore raised  by  the  bank  may  not  be  a  factor  in  your  decision  of  the  bank's  ap- 
plication for  the  extension  of  its  charter,  we  desire  to  assure  you  that,  if 
the  charter  of  the  bank  Is  extended,  the  judgment  of  the  court,  including  the 
upholding  of  the  authority  of  the  comptroller's  office  and  his  powers  under  the 
national-bank  act,  will  be  accepted  as  final. 
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Mr.  Hooan.  Yes,  Senator  Fletcher.  Over  and  over  again  at  this 
first  hearing,  at  which  you  doubtless  were  present,  he  demanded  a 
statement  of  this  people. that  they  would  comply  with  the  law.  If  a 
man  is  under  obligation  to  comply  with  the  law  by  signing  his  name, 
he  is  going  to  comply  with  it. 

But  I  say  to  you  that  this  is  the  culmination  of  the  long  negotia- 
tions during  which  those  conditions  were  imposed.  The  letters 
signed  by  our  officials  were  composed  in  the  comptroller's  office,  just 
as  he  demanded.  It  is  just  like  this — you  send  a  letter  and  you  will 
get  these  things.  These  men  were  in  duty  bound  to  get  this  charter. 
That  is  the  reason  they  were  even  willing  to  humiliate  themselves. 

By  the  way,  Senators,  do  you  know  that  the  day  that  we  got  this 
charter  was  so  close  to  the*  actual  date  of  the  termination  of  the 
bank's  life  that  we  had  already  gotten  a  charter  from  the  State  of 
West  Virginia  and  had  fitted  up  a  building  next  door  to  the  Riggs 
Bank,  and  even  had  the  signs  ready  to  go  out  on  the  front  of  the 
bank  in  order  that  there  would  be  no  interruption  to  business? 

The  Chairman.  You  say  that  Mr.  Darlington  wTas  present  when 
the  comptroller  demanded  that  your  officers  resign? 

Mr.  Hogax.  Yes,  sir.  I  want  to  get  the  facts  about  that  suit  clear. 
It  has  not  been  tried  yet.  We  dismissed  it.  The  record  shows  we 
dismissed  it,  and  you  now  know  the  conditions  under  which  we 
dismissed  it. 

I  have  already  told  you  the  conditions  surrounding  the  bringing 
into  being  of  the  Riggs  National  Bank.  Prior  to  the  bank's  coming 
into  existence  the  members  of  the  firm  of  Riggs  &  Co.  owned  two 
seats  on  the  Washington  Stock  Exchange.  It  is  an  exchange  that 
deals  merely  in  local  securities,  and  its  main  function  is  to  give  a 
market  quotation  value  to  securities  for  the  guidance  of  those  deal- 
ing therein.  It  is  a  very  small  exchange,  that  meets  5  or  10  minutes 
in  each  day,  and  when  they  sell  25  shares  on  the  exchange  the  news- 
papers announce  "  To-day  was  very  active  on  the  Washington  Stock 
Exchange."  It  was  organized  by  the  bankers  to  perform  this  neces- 
sary public  function. 

Originally  practically  all  of  the  members  of  the  exchange  were 
bank  officials,  who,  at  12  o'clock  each  day,  would  meet  there  and 
transact  for  their  customers  the  small  transactions  in  local  stocks 
and  fix  the  bid  and  ask  prices  for  these  local  stocks. 

Riggs  &  Co.  owned  two  seats.  After  they  became  a  national  bank 
one  of  those  seats  was  transferred  to  Mr.  William  J.  Flather  and 
the  other  to  Mr.  Charles  C.  Glover,  as  everybody  in  the  community 
knew,  including  every  Treasury  official  who  had  open  eyes  and  in- 
telligence in  his  head,  and  these  gentlemen  in  common  with  a  large 
number  of  other  bankers  were  members  of  that  exchange. 

Mr.  Glover  also  had  placed  a  large  number  of  real  estate  loans. 
He  had  under  his  control  a  very  large  fund  of  institutions  that  only 
loan  mony  on  first-mortgage  real  estate  loans,  and  it  was  the  policy 
of  Riggs  &  Co.  to  educate  its  clientele,  particularly  persons  who 
ought  to  have  a  very  conservative  investment,  to  invest  in  real  estate 
loans. 

It  came  to  the  notice  of  Mr.  Glover  and  his  associate  shortly  after 
the  organization  of  the  bank,  in  1896,  that  the  national  bank  act  did 
not  permit  the  dealing  directly  in  real  estate  loans.  So  Mr.  Glover 
•*ormed  a  partnership. 
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I  ought  to  say  to  you,  gentlemen,  that  only  five  men  owned  all  the 
stock  of  the  Riggs  National  Bank.  The  stockholders  were  meeting 
even'  day ;  so  there  was  not  that  same  duty  imposed  as  there  is  with 
reference  to  stockholders  who  are  unknown  and  own  widely  distrib- 
uted stock. 

Mr.  Glover  and  his  associates  formed  a  partnership  known  as  the 
firm  of  Glover,  Hyde,  Johnston,  and  others.  The  two  "  others  "  were 
Mr.  Flather  and  Mr.  Brice. 

That  partnership  had  a  capital  of  $30,000  paid  in  individually. 
They  loaned  money  on  real  estate.  Everyone  in  the  firm,  with  the 
possible  exception  of  one,  were  very  wealthy  men.  The  custom  in  the 
District  of  Columbia  is  to  charge  the  borrower  a  commission  on  the 
amount  of  the  real  estate  loan,  those  loans  to  be  taken  by  Glover,  Hyde, 
Johnston,  and  others;  and  if  you  were  a  depositor,  Senator  Hender- 
son, in  the  Riggs  Bank,  accustomed  to  put  your  money  in  first-mort- 
gage notes — and  on  account  of  Mr.  Glover's  almost  infallible  judg- 
ment in  real  estate  values,  he  has  a  record  of  60  years  and  not  one 
single  penny  lost,  while  millions  were  invested— you  would  go  to 
Mr.  Glover  and  say,  "  I  have  got  $10,000,  and  I  do  not  want  to 
carry  that  large  amount  of  money  at  no  interest,  and  I  would  like  to 
get  a  $T),000-real  estate  loan." 

You  would  go  to  Mr.  Glover,  because  you  were  a  Biggs  National 
Bank  depositor  and  you  would  depend  upon  the  officers  of  that  bank 
for  information  and  advice  regarding  the  character  of  the  investment 
you  wanted  to  make.  If  Mr.  Glover's  firm  at  that  time  had  a  note 
that  thev  would  recommend,  that  note  would  be  sold  to  you  and  you 
would  check  out  $5,000  and  take  the  note  and  that  would  be  yours 
thereafter.  You  would  be  charged  nothing;  you  paid  absolutely 
nothing.  The  borrower  had  to  pay  the  commission  to  Glover,  Hyde, 
and  Jornston. 

At  the  same  time  there  were  some  relatively  small  amounts  given 
in  commissions  from  the  purchase  of  stocks  and  bonds.  As  I  say,  the 
commissions  earned  by  Mr.  Glover  and  Mr.  Flather  as  members  of  the 
local  stock  exchange  were  small  at  that  time.     Sales  and  purchases  j 

on  the  Xew  York  Stock  Exchange  were  at  that  time  credited  to  the  j 

bank  in  what  was  known  as  the  commission  account. 

That  condition  existed  until  April,  1902— from  1897  to  1902 — when 
the  bank  stock  started  to  be  distributed.  Others  started  to  come  in. 
None  of  the  bank's  officials,  as  is  true  of  a  large  number  of  our  other 
banks,  had  any  outside  business;  that  is,  we  did  not  have  a  man  who 
was  in  the  mercantile  business  as  president  of  the  bank.  His  sole 
business,  except  as  regards  his  membership  on  the  stock  exchange  and 
his  little  brokerage  business,  was  connected  with  the  bank.  There- 
fore, when  other  stockholders  became  interested  in  the  bank's  activi- 
ties and  business  and  deposits,  it  occurred  to  Mr.  Glover  that  while 
he  had  a  perfect  right  to  make  those  commissions,  the  fair  thing,  the 
Hg  thing,  was  to  turn  those  commissions  over  to  the  bank  so  that 
their  stockholders  might  share  in  the  earnings  of  its  business. 

He  suggested  that  to  Mr.  Flather,  and  it  was  decided  that  in  view 
of  the  fact  that  other  stockholders  were  going  to  come  in,  that  ought 
to  be  done. 
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So,  from  1902  and  for  some  vears  thereafter,  that  money  so  earned 
went  to  the  bank  and  was  credited  to  what  was  known  as  a  commis- 
sion account. 

Some  years  after  that  Mr.  Owen  T.  Reeves,  a  national  bank  exam- 
iner, who  is  now  vice  president  of  the  big  Corn  Exchange  Bank  in 
Chicago,  and  who  went  to  the  Corn  Exchange  Bank  from  the 
Drovers'  National  Bank,  where  he  had  been  president,  a  big  man,  as  I 
understand  it,  in  the  banking  world  in  Chicago — Mr.  Reeves,  as  I 
say,  in  making  one  of  his  examinations  of  the  bank,  inquired  of  the 
money  that  went  into  the  commissions  account  and  was  informed  of 
the  facts  that  I  now  inform  you  of.  Mr.  Reeves  so  testified  in  court, 
on  his  oath,  in  the  criminal  prosecution. 

Mr.  Reeves  stated  that  it  was  perfectly  proper  for  the  officers  to 
earn  these  commissions,  but  that  he  felt  that  when  the  commissions 
were  earned  they  ought  to  be  put  to  the  officers'  credit  and  not  to  tin 
credit  of  the  bank.  At  his  suggestion,  a  suggestion  which  he  made 
in  his  report  to  the  comptroller's  office,  there  were  opened  two  ac- 
counts, one  account  known  as  Flather  and  Flather — Mr.  William  3, 
Flather  and  Mr.  Henry  H.  Flather— rinto  which  commissions  earned 
either  by  Mr.  Glover,  Mr.  Henry  Flather,  or  Mr.  William  Flather  on 
the  purchase  of  stocks  and  bonds  were  credited.  Another  account  was 
known  as  Glover  and  Flather,  into  which  any  commissions  made  on 
real-estate  loans  would  be  credited. 

Those  accounts  were  perfectly  open  to  every  bank  examiner  that 
came  into  the  bank.  They  were  there,  as  I  remember  it — I  may  not 
be  accurate  about  this — but  approximately  for  eight  years  prior  to 
Mr.  Williams'  incumbency  of  the  office  of  comptroller.  Although 
advised  that  they  had  a  legal  right  and  a  moral  right  to  those  com- 
missions, and  although  they  knew  that  practically  every  other  bank 
at  that  time  in  the  city  of  Washington  had  a  president  or  other  offi- 
cers who  were  engaged  in  other  businesses,  and  that  in  the  businesses 
in  which  they  were  engaged  they  made  their  money  openly  and  legit- 
imately, Mr.  Glover  and  the  Messrs.  Flather  took  the  position  that 
that  money  should  go  to  the  bank. 

As  Owen  T.  Reeves,  the  national  bank  examiner  who  came  on  from 
Chicago  here  in  the  criminal  case  to  testify,  said,  under  oath,  that  the 
condition  was  most  unusual  in  this,  that  in  almost  every  bank  he  had 
examined  there  were  some  earnings  that  the  officers  had  used  them- 
selves, but  in  this  case  he  found  a  national  bank  where  its  officers, 
who  were  making  commissions  legitimately,  were  turning  them  over 
to  the  bank. 

Senator  Henderson.  That  would  be  converted  into  the  profit  and 
loss  account? 

Mr.  Hogan.  Right,  Senator.  It  did  not  lose  a  cent,  but  making 
money 

The  Chairman.  If  it  was  a  strictly  commission  business,  they  could 
not  lose. 

Mr.  Hogan.  I  am  talking  about  the  bank.  The  bank  got  this 
money. 

There  was  no  law  that  prevented  officers  of  national  banks  from 
making  these  commissions.  The  fund  was  also  a  convenient  fund  for 
quasi-public  purposes.  For  instance,  a  national  bank,  as  such,  would 
not  have  the  right  to  contribute  to  the  fund  raised  in  the  city  of 
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Washington  to  defray  the  necessary  expenses  incident  to  the  inau- 
guration of  President  Wilson;  but  from  this  money,  which  was 
legally  theirs,  they  contributed  the  sum  of  $1,000  to  the  inauguration 
fund. 

Senator  Newberry.  Was  that  made  in  the  name  of  the  bank? 

Mr.  Hooan.  And  then  the  bank  gets  the  name.  Just  as  Congress 
recognized  and  allowed  contributions  to  be  made  to  the  Red  Cross 
by  law.  Before  that  time  they  could  not  do  it.  If  we  sent  the  cashier 
of  that  bank  to  the  American  Banking  Institute,  everything  he  would 
do  or  would  learn  would  inure  to  the  credit  of  the  bank,  and  his 
expenses  were  paid  out  of  the  Glover  and  Flather  or  Flather  and 
Flather  accounts.  Moreover,  if  the  bank,  as  it  occasionally — but 
with  wonderful  rarity — had  a  bad  loan,  Flather  and  Glover  would 
buy  that  loan.  I  am  only  giving  these  matters  for  illustration.  Yet 
the  comptroller  refers  in  one  of  his  communications  to  that  as  a  slush 
fund.    That  is  the  way  he  characterized  it. 

Senator  Henderson.  What  is  the  object  in  putting  it  into  the  in- 
dividual names? 

Mr.  Hooan.  It  was  directed  by  the  Treasury  Department  through 
Mr.  Owen  T.  Beeves. 

Senator  Henderson.  I  understand;  but  if  some  of  those  men  had 
died,  would  it  not  have  caused  court  proceedings? 

Mr.  Hogan.  Not  at  all,  because  the  bank  had  no  legal  right  to  it. 
Voluntarily,  from  time  to  time,  it  passed  to  the  bank.  The  Treasury 
Department  held  that  the  bank  had  no  right  to  make  commissions. 
That  would  have  been  a  brokerage  business.  That  was  perfectly 
well  understood. 

Senator  Henderson.  Eeally,  it  was  entirely  voluntary  on  the  part 
of  Glover  and  those  men  to  turn  it  over  to  the  bank  ? 

Mr.  Hooan.  Precisely;  and  the  contention  always  was  that  the 
business  out  of  which  these  commissions  were  made  was  business 
which  they  had  a  legal  and  moral  right  to  engage  in. 

We  called  from  Chicago  and  Baltimore  the  national  bank  ex- 
aminers who  had  examined  this  bank,  and  they  said  on  their  oaths 
in  the  criminal  proceedings  that  those  facts  were  made  known  to 
them  and  they  examined  those  books  and  knew  that.  Yet  by  dis- 
torting the  facts  connected  with  it  you  find  volumes  of  correspond- 
ence denouncing  that  practice  in  the  business. 

Along  in  1914,  after  the  Federal  reserve  act  was  passed,  there 
was  a  clause  in  it  which  provided  that  no  bank  officer  could  receive 
any  compensation  other  than  his  salary  fixed  by  the  board  of  direc- 
tors. Personally,  my  contention  is  that  that  would  have  no  refer- 
ence whatever  to  what  a  bank  officer  earned  from  some  business 
not  connected  with  the  bank.  In  order  that  they  would  not  con- 
travene the  spirit  if  not  the  letter  of  the  act,  in  1914  the  officers 
voluntarily  decided  that  they  would  no  longer  engage  in  that  com- 
mission business. 

Senator  Henderson.  I  would  like  to  get  the  chronological  order 
of  this  stock  exchange  matter  that  you  have  just  gone  into,  and  the 
real  estate  loans.  When  was  the  stock  exchange  organized  or 
created,  and  when  did  Mr.  Glover  become  a  member  of  it,  and  also 
Mr.  Flather? 
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Mr.  Hooax.  Back  in  the  90's.     I  can  not  give  it  to  vou  exactly. 

Senator  Henderson.  That  continued  until  1902?  'Those  condi- 
tions continued  until  that  time? 

Mr.  Hogan.  Right. 

Senator  Henderson.  Then  in  1902,  upon  the  recommendation  of 
the  Federal  bank  examiners,  the  accounts  were  changed  so  as  to  be 
in  the  individuals'  names? 

Mr.  Hogan.  No.  In  1902  the  firm  of  Glover,  Hyde  &  Flather 
went  out  of  existence  and*  from  that  time  until — I  have  not  the 
date  in  mind,  but  approximately  1906,  the  commissions  were  cred- 
ited to  the  commission  account  of  the  company. 

Senator  Henderson.  And  that  continued  until  1914? 

Mr.  Hogan.  Xo;  until  1906,  when  the  Glover  and  Flather  and  the 
Flather  and  Flather  accounts  were  opened. 

Senator  Henderson.  How  long  did  that  condition  from  1906 
continue  ? 

Mr.  Hogan.  1914,  so  far  as  the  earnings  of  the  commissions  were 
concerned.  They  were  given  to  the  bank,  except  such  as  were  used 
for  the  purposes  that  I  have  indicated. 

Senator  Henderson.  No  objection  had  been  made  by  any  in- 
spector or  Federal  official? 

Mr.  Hogan.  No,  sir.  In  1913,  Mr.  Reeves  having  resigned,  a 
new  bank  examiner  for  the  first  time  examined  our  bank — Mr. 
Samuel  M.  Hann.  Mr.  Hann  was  at  that  time  unknown  to  our 
bank,  but  the  character  of  bank  examiner  he  was  and  the  man 
himself  might  be  inferred  from  the  fact  that  he  is  now  vice  presi- 
dent of  the  Fidelity  Trust  Co.  of  Baltimore,  a  very  large  and  well- 
standing  trust  company. 

He  made,  in  June,  1913 — just  one  year  prior  to  this  controversy — 
an  examination  of  the  bank,  a  thorough  examination.  In  his  re- 
port he  put  in  a  special  page  in  which  he  gave  Mr.  Glover's  state- 
ment regarding  the  Flather  and  Flather  and  the  Glover  and  Flather 
accounts  in  substance  as  I  have  given  them  to  you  here. 

I  have  a  photostatic  copy  of  the  report  which  came  from  the 
comptroller's  office  in  response  to  a  subpoena,  giving  the  report  on 
the  Kiggs  National  Bank  dated  May  15,  1913,  signed  by  the  ex- 
aminer. 

He  goes  on  to  tell  by  whom  he  was  assisted ;  and  I  am  going  to 
call  your  attention  to  this  because  this  was  in  Comptroller  Wil- 
liams's possession  and  was  part  of  the  official  records  of  his  office 
and  was  during  the  time  that  he  repeatedly  stated  that  this  bank 
had  collateral  that  was  poor,  that  its  management  was  poor,  that 
its  books  were  not  well  kept,  and  what  not. 

Senator  Henderson.  Would  it  not  be  well  to  put  that  statement  in 
the  record,  in  view  of  your  testimony  here? 

Mr.  Hogan.  Yes,  sir.  I  marked  two  very  important  pages  here. 
There  is  a  question  here  on  page  4  of  the  schedules 

Senator  Henderson.  Of  what  date? 

Mr.  Hogan.  May  15,  1913. 

1.  Fixed  general  character  of  loans. 

2.  Whether  well   distributed. 

3.  General  character  of  collaterals. 

4.  Whether  corporations  or  enterprises  in  which  directors  or  officers  are 
Intersted  borrowed  to  an  undue  extent. 
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5.  Any  large  liability  of  director  or  officer  as  maker  or  indorser — describe 
fully. 

6.  State  whether  all  paper  claimed  by  the  bank  as  its  property,  including 
collateral,  is  properly  Indorsed  or  assigned  to  it,  and  all  mortgages  properly 
recorded. 

7.  Give  current  rate  of  interest  obtained. 

8.  Itemize  losses  not  given  on  page  3. 

9.  Does  the  bank  place  paper  with  other  banks;  and  to  what  extent? 

I  will  give  you  the  answers  made  by  the  bank  examiner  at  the  1913 
bank  examination. 

1.  General  character  of  loans  are  first  class  in  every  particular. 

2.  Very  well  distributed. 

3.  Of  total  loans,  $6,700,000  are  secured  by  collateral ;  90  per  cent  of  which 
are  secured  by  marketable  and  quick  collateral. 

4.  Enterprises  in  which  directors  are  interested  have  not  borrowed  to  an 
undue  extent. 

5.  No  director  has  borrowed  to  an  undue  extent.  All  direct  loans  to  directors 
are  secured  by  quick  collateral,  with  exception  of  three  different  loans  which 
are  unsecured,  but  perfectly  good. 

6.  Have  loaned  American  Creosote  Works  $70,000,  indorsed  by  Director 
Ijibrot— reputed  worth  $2.000,000-$3,000,000. 

6.  All  papers  and  collaterals  are  properly  indorsed  and  assigned. 

7.  Current  rate  of  interest  5  per  cent — no  commission  on  real  estate  loans. 

8.  No  known  losses. 

9.  Do  not  place  paper  with  other  banks. 

10.  Do. 

11.  Do  not  take  loans  to  accommodate  other  banks. 

12.  Do. 

That  was  before  the  comptroller  when  he  started  his  crusade. 

Senator  Calder.  What  date  was  that? 

Mr.  Hooan.  May  15,  1913. 

Xot  only  that,  but  there  was  before  the  comptroller — not  having 
this  very  paper,  I  do  not  know  whether  Comptroller  Williams 
marked  it,  but  this  very  paper  bears  marks  that  I  venture  to  say  there 
will  be  no  denial  of  by  Comptroller  Williams  as  being  his  work,  be- 
cause after  the  same  habit  of  underscoring  papers  and  letters,  when 
he  gets  this  paper  before  him  he  marks  it  up  in  very  fantastic  ways. 

Reading  from  the  same  report  of  Bank  Examiner  Hann : 

GENERAL  REMARKS   AS  TO  CONDITION   OF  BANK. 

I  would  like  you  to  hear  this,  Senator  Calder. 

Summarize  matters  to  which  special  attention  should  be  called,  using  form 
2199  if  necessary.  Include  certificate  relative  to  solvency,  by-laws,  manage- 
ment, and  condition  of  books,  as  required  by  Circular  70. 

That  is  answered  as  follows: 

Your  examiner  spent  10  days  in  the  examination  of  this  bank — he  was  assisted 
for  2  days  by  Examiner  Dorsey,  in  addition  to  his  own  regular  assistants. 

In  addition  to  checking  every  collateral  loan  in  the  bank,  all  collateral  pledged 
for  safe-keeping  (there  are  as  many  as  those  pledge  to  secure  loans)  were 
checked  back. 

Twelve  individual  ledgers  were  checked,  and  a  careful  audit  of  every  depart- 
ment made. 

In  my  judgment,  this  bank  is  absolutely  solvent ;  the  by-laws  are  satisfactory 
and  are  followed ;  the  management  is  safe ;  the  books  show  its  real  condition, 
and  are  so  kept  that  the  examiner  can  readily  make  a  thorough  and  complete 
examination  of  the  bank. 

To  the  inquiry,  "What  elements  of  danger  are  in  the  bank?,?  he 
answered,  "  None." 
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In  May,  1914,  one  year  after  that,  Examiner  Trimble,  assisted  by 
various  assistants,  made  a  report.  We  repeatedly  asked  the  Comp- 
troller of  the  Currency  whether  or  not  there  was  in  that  report  any 
matter  that  ought  to  be  brought  to  our  attention  for  correction.  So 
far  as  my  recollection  now  goes,  up  to  this  date,  neither  that  report 
nor  any  extract  that  has  been  sent  to  that  bank  has  contained  any 
criticism,  and  therefore,  if  there  was  any  criticism,  it  has  not  been 
made  known  to  the  bank. 

The  significance  of  this  paper  and  this  statement  is  this,  that  the 
condition  which  existed  when  Mr.  Hann  examined  that  bank  in  1913 
was  the  precise  condition  that  existed  in  March,  1914,  and  in  June, 
1914,  when  Mr.  Williams  started  his  drive  on  the  bank.  There  had 
been  no  change  in  its  personnel;  there  had  been  no  change  in  the 
methods  of  its  business;  and  there  had  been  substantially  and  prac- 
tically no  change  in  the  character  of  its  collaterals. 

The  Chairman.  If  there  had  been  any  change  it  was  for  the  better, 
was  it  not?     The  bank  has  grown  stronger  every  year  of  its  life? 

Mr.  Hogan.  It  has  grown  stronger  every  year  of  its  life;  and  not 
only  that,  Senator,  but  a  remarkable  thing  occurred,  and  that  is  that 
the  effort  to  drive  this  bank  to  the  wall  was  the  thing  that  helped  it 
more  than  anything  else.  When  we  filed  that  bill  in  equity  in  1915 
we  had  $8,000,000  deposits.  We  had  formerly  averaged  a  couple  of 
millions  of  Government  deposits.  Of  course,  a  run  on  the  bank  was 
to  be  expected,  but  instead  of  a  run,  on  the  day  we  filed  the  bill  our 
deposits  increased,  and  to-day,  I  do  not  know  the  exact  figure,  but 
we  have  passed  the  $25,000,000  mark,  and  nothing  that  the  comp- 
troller ever  could  publish  that  would  hurt  that  bank  did  he  fail  to 
publish. 

He  said  to  this  committee  in  the  hearings  here  that  he  thinks  it  is 
not  too  much  to  say  that  he  saved  the  bank,  and  he  knew  when  he 
said  it,  if  he  knew  anything  that  a  comptroller  ought  to  know,  that 
the  Riggs  National  Bank  was  as  strong  as  the  Rock  of  Gibraltar  at  all 
times,  and  that  there  was  never  a  time  that  it  was  in  danger  except 
when  we  feared  the  result  of  his  alleged  official  actions. 

When  I  call  your  attention  to  this  report  that  I  have  read  may 
I  in  the  same  connection  show  you  what  is  characteristic  not  only 
in  the  correspondence,  not  only  the  published  statements,  not  only 
of  his  claim  about  Judge  McCoy's  decision,  but  characteristic  of 
his  testimony  here  before  you  ?     A  word  will  save  the  truth,  but  will 

five  a  wrong  impression.  I  want  to  show  to  you,  Senators,  that 
[r.  Williams  is  an  expert  in  the  art  of  using  half  truths — the  most 
vicious  form  of  falsification.  I  am  going  to  show  you  how  he  does 
it.  If  I  only  had  the  time  I  could  show  you  a  great  deal  of  it,  but 
I  can  show  examples  of  it  in  an  instant  here.  He  has  invariably 
used  some  one  expression  that  would  give  a  wrong  impression  to 
the  whole  thing;  and  he  would  use  this  expression  when  he  started 
to  issue  his  public  statements.  Of  course,  the  first  public  statement 
came  out  after  we  brought  the  suit.  You  have  heard  what  the  ex- 
aminer said  about  the  collateral.  Here  is  a  letter  from  Williams, 
received  August  11,  1914,  dated  August  10,  1914. 

The  law  requires  that  the  Comptroller  of  the  Currency  see  to  it 
that  there  be  kept  on  hand  for  the  use  of  national  banks  circulating 
currency  notes  to  an  amount  equal  to  50  per  cent  of  the  capital  of 
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the  bank.     Our  capital  was  $1,000,000.    Our  surplus  was  $2,000,000 
in  1914,  and  is  now. 

When  he  started  his  drive  on  the  bank — because  it  can  not  be  char- 
acterized as  anything  else — our  undivided  profits  were,  in  round 
figures,  approximately  $240,000.  Our  surplus  was  not  then  and 
never  had  been  and  never  has  been  impaired  one  penny.  We  were  at 
that  time,  and  had  been  for  some  time,  paying  an  annual  dividend 
of  26  per  cent  on  the  par  value  of  that  stock,  and  still  increasing 
year  by  year  the  reserves  in  the  way  of  undivided  profits  behind  our 
loans.  We  found  in  the  spring  of  1914,  around  the  summer  of  1914, 
by  inquiry  at  the  Treasury  Department  that  the  law  had  been 
violated  with  respect  to  the  amount  of  notes  of  the  Biggs  National 
Bank  for  circulating  currency  kept  on  hand  subject  to  our  demand. 

That  information  came  to  us  after  the  European  war  had  broken 
out.  It  was,  in  the  opinion  of  the  best-informed  financiers  of  this 
and  other  countries,  a  perilous  time.  The  Congress  had  provided 
for  emergency  currency  in  addition  to  the  regular  circulating  cur- 
rencies available  to  all  national  banks.  Instead  of  $500,000  m  cir- 
culating notes — because  the  regular  circulating  notes  and  the  emer- 
fency  notes  were  no  different  for  the  Kiggs  Bank — being  in  the 
reasury  Department,  we  found  that  the  amount  had  been  depleted. 

I  am  speaking  from  memory  and  may  not  be  exactly  accurate, 
but  it  was  in  the  neighborhood  approximately  of  $200,000.  We 
asked,  as  against  the  possibilities  of  the  future  and  of  the  times  and 
as  against  the  ordinary  needs  of  our  own  circulating  currency,  we 
having  a  million  dollars  of  bonds  deposited  to  secure  that  currency, 
that  there  be  at  least  $1,000,000  worth  of  our  circulating  notes 
printed  and  held  on  hand  against  needs  that  might  arise.  Finding 
that  that  had  not  been  done,  in  August,  1914,  we  asked  that  the 
printing  be  expedited. 

Mr.  Williams  seized  upon  that  request  to  indulge  in  a  long  cor- 
respondence for  us  to  submit  to  him  a  list  of  the  commercial  paper 
and  the  securities  which  we  had  which  could  be  pledged  for  emer- 
gency currency. 

We  told  him,  first,  that  we  were  not  asking  for  that,  and  had  no 
need  of  it,  and,  secondly,  that  the  law  provided,  under  the  Aldrich- 
Vreeland  Act,  that  we  could  apply  through  the  Washington  branch 
of  the  National  Currency  Association  and  submit  to  the  comptroller's 
office,  through  that  association,  as  all  other  banks  were  required  to 
do.  a  list  of  the  securities  that  we  offered  to  pledge  for  the  emer- 
gency currency. 

When  we  told  him  that  there  was  not  any  question  about  it,  that 
we  did  not  need  it,  and  if  we  did  need  it  we  would  go  through  it  in. 
the  regular  way  that  the  law  required,  he  came  back  and  said,  "  You 
submit  the  report  called  for,  nevertheless.  Make  your  submission, 
directly  to  this  office." 

I  digress  to  say  that  during  the  European  War  and  during  our 
participation  therein  the  Riggs  National  Bank  never  called  for  any 
emergency  currency.  This  bank,  which  he  told  your  committee  he 
saved,  never  had  any  need  for  any  emergency  currency ;  and  the  only 
emergency  currency  was  this:  Some  of  our  banks  that  were  not 
under  Mr.  Williams's  fire  did  need  emergency  currency,  and  the 
other  banks  of  the  currency  association  were  decent  enough  to  say 
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to  the  very  few  banks  in  Washington  that  needed  the  money  "  We 
will  not  put  you  in  the  position  of  asking  for  emergency  currency 
when  no  other  bank  asks  for  it.  We  will  not  have  attention  attracted 
to  your  less  well-off  condition."  So  all  the  national  banks  agreed 
that  when  one  of  the  banks  had  to  apply  for  it  they  would  all  simul- 
taneously apply  for  an  amount  not  less  than  $25,000. 

So,  at  one  time,  we  did  ask,  subsequent  to  this  correspondence,  for 
$25,000  that  we  never  used ;  and  I  am  informed  that  we  never  opened 
the  package  of  it  and  that  some  other  banks  also  applied  for  it  and 
only  put  it  in  their  vaults. 

Notwithstanding  the  fact  that  if  we  did  apply,  the  law  provided 
what  our  bank  and  every  other  bank  should  do  to  get  that  emergency 
currency,  and  notwithstanding  the  fact  that  I  make  bold  to  assert 
that  he  did  not  go  after  any  other  bank  in  the  District  of  Columbia 
directly  for  this  same  information,  he  insisted,  under  the  penalty 
of  $100  a  day,  "  That  you  submit  over  the  signature  and  under  the 
oath  of  your  president,  your  two  vice  presidents,  and  your  cashier 
a  list  of  notes,"  that  we  called  commercial  notes,  and  a  list  of  se- 
curities that  we  would  submit  to  him  in  the  event  we  asked  for  cur- 
rency.   In  other  words,  he  adopted  the  plan  of  the  silly  question : 


"Does  your  brother  like  soup?" 
"  I  have  no  brother." 


"  Well,  if  you  had  a  brother,  would  he  like  soup?" 

In  one  of  his  letters  he  did  this  thing. 

Notes  and  obligations  of  speculators  and  others,  secured  by  the  hypothecation 
of  mining  and  other  stocks  and  bonds,  have  not  up  to  this  time  been  approved 
by  this  department  as  the  kind  of  ,'ecurity  upon  which  the  comptroller's  office 
Is  ready  to  recommend,  or  the  Secretary  of  the  Treasury  to  approve  the  issu- 
ance of  additional  currency  under  the  act  referred  to,  and  as  the  latest  report 
of  your  bank,  June  30,  1914,  indicates  that  more  than  $5,650,000  of  your  funds 
are  tied  up  or  held  in  such  loans — thee  loans  constituting  approximately  80 
per  cent  of  your  total  loans — the  question  arises  as  to  the  amount  of  currency 
which  you  may  be  prepared  at  this  time  promptly  to  take  out  in  the  event  that 
we  should  "  hurry  "  forward  the  engraving  of  your  notes,  as  requested. 

Now,  Senators,  I  submit  to  you  that  any  man  reading  that  language 
would  read  as  a  statement  from  the  comptroller's  office  that  the  notes 
and  obligations  of  speculators  and  mining  and  other  stocks  were 
the  leading  features  in  the  collateral  behind  the  bank,  would  they 
not?  Always,  however,  with  that  characteristic  cunning,  you  find 
that  phrase,  "and  others." 

But  when  he  gets  down  here  he  says,  "More  than  $5,650,000  of 
your  funds  are  tied  up  or  held  in  such  loans." 

Not  only  has  that  language  been  written  in  these  letters,  but  that 
is  the  kind  of  stuff  that  he  sends  out  to  the  public;  and  he  did  it 
when  he  knew  of  this  official  statement  of  examiner  Trimble,  which 
must  have  been  submitted  to  him  in  June,  1914,  and  when  he  knew, 
from  the  receipted  lists  of  our  loans  that  were  available  to  him  and 
to  his  examiners  that  mining  stocks  and  notes  of  speculators  were 
so  infinitesmal  proposition  of  the  banks'  collateral  as  to  be  negligible. 
He  knew  that  the  amount  of  such  collateral  was  of  very  small  im- 
port, and  in  most  instances  back  of  the  collateral  was  the  honor  and 
the  ability  of  the  maker  of  the  note.    He  knew  those  things. 

Let  me  tell  you  another  thing.  I  have  read  you  one  and  I  can 
illustrate  that  by  another  one.    lam  going  to  show  you  something  in 
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here  which  will  show  you  his  methods.  Do  you  think  that  any  man 
that  did  those  things  in  a  public  office  is  fit  for  a  public  office?  When 
I  say  that  I  am  stating  my  personal  opinion  in  the  record. 

But  suppose  we  had  a  note  of  $100,000  and  back  of  it  there  was 
nothing  but  the  good  name,  or  even  without  the  good  name  there  was 
collateral,  let  us  say,  in  the  way  of  Pennsylvania  Railroad  bonds  of 
$100,000,  Union  Pacific  stock  or  $50,000,  and  the  borrower  had  put  in 
perhaps  $100,000  more  of  good  collateral,  but  in  there  he  had  some 
copper-mining  stock.  Mr.  Williams  would  have  picked  out  those 
stocks.  He  would  have  thrown  them  in  the  waste  basket.  He  would 
sav,  u  Collateral  for  A.  B.  C."  I  do  not  want  to  make  the  same  mis- 
takes  he  made  when  he  listed  Inspiration  copper.  When  it  was  par  at 
20  and  was  selling  at  18  he  put  it  down  as  wildcat  stock.  I  wish  you 
would  read  the  August  11  letter  in  connection  with  this.  I  ask  you 
to  read  them  together  and  form  your  own  opinion. 

Xow,  I  go  back  to  some  of  the  other  things.  Let  me  tell  you  some- 
thing before  you  adjourn  about  the  outcome  of  the  criminal  suit. 

Mr.  Williams,  in  addition  to  "  temerity,"  has  another  bad  word — 
"  evasive."    He  writes  letters  of  this  kind : 

"  You  are  hereby  directed  to  answer  explicitly,  unequivocally,  cate- 
gorically, and  unevasively,"  or  "  without  your  usual  evasive  manner," 
in  his  requests  for  information  from  the  bank. 

I  am  going  to  come  back  to  that  another  time,  because  you  asked  me 
the  question  about  this  Flather  and  Flather  account,  and  I  want  to 
tell  you  about  that. 

Xo  man  in  this  community  has  ever  borne  a  better  reputation  for 
honesty  and  probity  than  Charles  C.  Glover.  I  do  not  think  it  is 
unfair  to  say  that  ior  years  Mr.  Glover  was  among  our  private  citi- 
zenry recognized  as  our  first  citizen. 

His  bank  had  been  the  depository,  down  to  1913,  of  every  President 
for  half  a  century.  He  was  an  intimate  of  most  of  those  men.  His 
bank  was  the  depository  of  Abraham  Lincoln.  He  was  a  man  very 
solicitous  about  his  honor  and  his  scruples,  and  it  will  be  remem- 
bered that  he  was  haled  before  the  bar  of  the  House  of  Representa- 
tives for  having  slapped  a  Member  of  that  body  in  the  face  because  he 
had  attacked  his  honor. 

When  Mr.  Williams,  in  June,  1914,  asked  about  these  commission 
accounts  he  asked  it  for  the  year  ending  June  1, 1914.  I  called  your 
attention  to  that  a  little  while  ago ;  and  in  the  subsequent  correspond- 
ence he  asked  for  information  regarding  commissions  charged  on  real 
estate  loans  or  stocks  "  now  in  your  bank  as  collateral  for  loans  made 
.by  vour  bank." 

The  attention  of  Mr.  Glover,  therefore,  was  naturally  focused  on 
the  condition  then  existing  in  the  bank,  and  the  letter  that  Mr. 
Glover  and  the  other  officers  sent  back,  stated,  and  stated  very  em- 
phatically, that  none  of  those  commissions  had  been  appropriated  by 
the  officers  to  their  own  use,  and  gave  the  Glover  and  Flather  and  the 
Flather  and  Flather  accounts  and  how  the  commissions  were  kept 
and  what  was  done  with  them.  That  statement,  like  all  other  state- 
ments, was  required  to  be  made  in  writing  and  sworn  to. 

Mr.  Glover  has  an  only  son,  Charles  C.  Glover,  jr.,  and  this  son 
was  attacked  in  the  summer  of  1914  with  a  very  serious  and  malig- 
nant disease.    Mr.  Glover's  mind  was  naturally  focused  on  the  con- 
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dition  of  his  son.  He  had  to  come  back  here  to  take  care  of  his 
correspondence,  and  then  he  would  go  back  to  the  boy.  From  Lake 
Placid  Mr.  Glover's  son  was  moved  to  Canada  in  July,  1914,  and 
under  very  excellent  surgical  treatment  he  recovered. 

Therefore,  there  were  times  when  Mr.  Glover  was  out  of  the  city 
when  this  correspondence  was  going  on. 

Returning  in  July,  1914,  he  read  over  all  the  other  correspondence 
which  gradually  broadened  in  the  scope  of  the  inquiries  therein  con- 
tained, and  there  flashed  across  Mr.  Glover's  mind  the  fact  that  of 
the  commissions  on  real  estate  loans  made  by  the  old  firm  of  Glover. 
Hyde,  Johnston,  and  others  which  had  gone  out  of  existence  in  1902, 
they  had  taken  commissions  as  their  own  profits  as  they  had  every 
right  to  do.  The  comptroller  had  said  nothing  about  that  at  all,  nor 
had  any  one  else.  But  Mr.  Glover  saw  that  the  scope  of  the  inquiry 
which  he  had  concluded  had  only  to  do  with  the  times  then  in  the 
bank,  might  be  construed  to  apply  to  all  times,  so  he  voluntarily  sat 
down — I  think  it  was  on  July  22,  1914— and  wrote  the  comptroller 
making  a  correction.  He  did  just  what  any  of  you  gentlemen  would 
do  when  your  mind  came  back  to  a  thing  that  had  been  forgotten. 

He  wrote  this  letter  on  June  17, 1914 : 

Hon.  John  Skelton  Williams, 

Comptroller  of  the  Currency,  Washington,  I).  C. 

Sir:  Because  of  my  failure  to  sign  and  swear  to  the  letter  dated  the  14th 
instant,  from  this  bank,  in  particular  reply  to  your  letter  and  interrogatories 
of  the  2d  instant  as  was  explained  in  the  first-mentioned  letter.  Being  in 
Washington  for  this  day  only — it  being  my  intention  to  return  this  afteroon 
to  Montreal,  where  my  son  lies  dangerously  ill  in  the  Royal  Victoria  Hospital 
(he  having  been  removed  there  from  Lake  Placid) — I  take  this  opportunity  to- 
ad vise  you  that  I  subscribe  to  the  contents  of  the  letter  from  this  bank  dated 
July  14,  and  signed  by  its  vice  presidents  and  cashier  in  detail  and  in  their 
entirety,  and  I  hand  you  herewith  my  sworn  replies  to  the  interrogatories,  20 
in  number,  propounded  by  you  for  my  consideration  and  reply.  My  replies 
speak  as  to  values  of  collaterals  as  of  July  14,  1914. 

On  rereading  the  entire  file  of  the  correspondence  which  has  passed  between 
you  and  this  hank,  or  its  officers,  since  June  9  last,  my  attention  has  been  at- 
tracted to  the  contents  of  the  third  paragraph  of  my  sworn  letter  to  you  dated 
June  18,  1914,  wherein  I  undertook,  wholly  apart  from  any  inquiry  or  demand 
on  your  part,  to  review  the  practice  of  the  members  of  the  firm  of  Riggs  &  Co., 
and  subsequently  of  the  officers  of  the  Riggs  National  Bank  to  assist  customers 
of  the  bank  in  making  investments. 

In  such  paragraph  I  observe  that  I  said : 

"After  the  incorporation  of  the  Riggs  National  Bank  this  business  was  con- 
tinued by  the  officers  of  the  banks  as  individuals,  the  compensation  received 
therefor  being  at  first  passed  directly  to  commission  account,  but  later,  with  the 
knowledge  of  bank  examiners  was  passed  to  the  credit  of  two  accounts  opened 
for  that  purpose,  one  in  the  name  of  *  Glover  and  Flather '  and  the  other  in  the 
name  of  '  Flather  and  Flather.'  The  balance  to  the  credit  of  '  Glover  and 
Flather*  was  transferred  on  the  17th  day  of  April,  1914,  to  the  account  of 
'  Flather  and  Flather/  thus  consolidating  the  two  accounts." 

This  statement  was  and  is  incomplete  to  the  extent  that  through  pure 
oversight  I  omitted  to  say  that  from  January,  1897,  to  May,  1902,  the  business 
of  making  real  estate  (but  no  other)  investments  for  customers  of  the  bank  was 
done  by  and  through  the  firm  of  Glover,  Hyde,  Johnston,  Arthur  T.  Brice  & 
William  J.  Flather,  each  and  all  being  at  the  time  officers  of  the  Riggs  National 
Bank.  Said  firm  was  possessed  of  a  paid-in  capital  of  $30,000,  and  all  profits, 
by  way  of  commissions  or  otherwise,  derived  from  such  business  were  passed 
directly  to  the  credit  of  said  firm  on  an  account  carried  in  the  name  of  the 
firm  on  the  general  ledger  of  the  bank,  and  all  such  profits  were  divided  directly 
among  the  members  of  the  firm.  To  such  extent  and  for  the  period  mentioned 
officers  of  the  bank  did  directly  profit  by  the  commissions  on  such  transac- 
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tions.    Otherwise  than  as  here  indicated  my  narrative  respecting  the  practice 
of  the  officers  of  the  bank  in  the  making  of  investments  for  customers  of  the 
bank  was  and  is  in  all  respects  exact. 
Respectfully, 

Chas.  C.  Gloveb,  PreHdent. 

That  was  written  to  a  public  officer,  gentlemen. 
The  result  of  it  was  that  Mr.  Glover  was  not  exactly  characterized 
by  the  use  of  the  short  and  ugly  word,  but,  in  substance,  denominated 
a  liar  and  perjurer  by  Mr.  Williams  in  this  remarkable  communi- 
cation :  v 

Treasury  Department, 
Office  of  Comptroller  of  the  Currency, 

Washington,  July  22,  1MJ. 
To  the  President  the  Riggs  National  Bank, 

Washington,  7).  C. 

Sir:  I  acknowledge  receipt  of  your  letter  of  the  17th  instant,  inclosing  what 
purports  to  be  sworn  "  answers  M  to  certain  interrogatories  submitted  to  you 
and  other  officers  of  the  Riggs  National  Bank  under  date  of  the  2d  instant, 
and  informing  me  that  you  were  leaving  the  same  day  for  Canada  on  account 
of  illness  in  your  family,  of  which  I  learn  with  regret. 

Certain  reports  having  reached  this  office  relative  to  the  methods  and 
practices  of  the  Riggs  National  Bank,  I  saw  proper  to  address  you,  under  date 
of  June  9,  1914,  a  letter  calling  for  certain  information  in  regard  to  the  con- 
dition and  transactions  of  your  bank.  Especial  inquiry  was  made  as  to  com- 
missions charged  in  connection  with  the  placing  of  real  estate  loans,  etc. 

If  you  go  back  you  will  find  that  entry  with  respect  to  the  commis- 
sions made  for  the  year  ended  June  1,  1914,  but  that  statement  did 
not  serve  the  purpose  here,  so  "  etc."  is  put  in. 

In  response  to  a  letter  from  you  dated  June  12,  in  which  you  sought 
permission  to  delay  furnishing  the  information  called  for  until  you  should 
have  the  opportunity  of  discussing  this  subject  with  your  board  of  directors, 
you  were  informed,  under  date  of  June  13,  that  further  procrastination  would 
not  be  acceptable  to  this  office. 

I  stop  to  call  your  attention  to  these  things,  that  on  the  9th  we 
got  the  letter  and  on  the  10th  we  acknowledged  it,  and  on  the  12th 
we  say  that  we  want  to  bring  the  matter  to  the  attention  of  the 
directors  on  the  18th,  because  in  the  summer  time  it  is  as  hard  to 
get  together  a  board  of  directors  as  it  is  for  you  gentlemen  to  get 
enough  Senators  together  to  make  a  quorum  on  this  Banking  and 
Currency  Committee. 

You  replied  on  the  15th.  complaining  that  you  should  be  called  on  for  such 
information.  You  referred  to  the  authority  claimed  by  this  office  as  "  inquisi- 
torial "  and  of  "  very  doubtful  legal  foundation." 

I  answered  your*  letter  under  same  date  and  said — 

I  need  not  quote  it ;  it  is  too  long. 

Thereupon  I  received  from  you  under  date  of  June  16  a  letter  in  which 
you  said — 

Xow  we  get  into  the  capitals.  There  was  no  red  type  in  this, 
because  the  typewriter,  I  suppose,  did  not  have  it : 

IX  THE  MEANTIME,  HOWEVER,  WITHOUT  WAITING  FOR  SUCH 
MEETING,  I  TAKE  THIS  OPPORTUNITY  TO  SAY  THAT  THERE  IS  NO 
FOUNDATION  IN  FACT  FOR  YOUR  SEEMING  ASSERTION  THAT  ANY 
OFFICER  OF  THIS  INSTITUTION  HAS  PERSONALLY  PROFITED  BY 
ANY  COMMISSION  RECEIVED  ON  OR  IN  CONNECTION  WITH  ANY 
TRANSACTION  FOR  OR  ON  ACCOUNT  OF  THIS  BANK. 

THE  ABOVE  WAS  DENIAL  NO.  1. 
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The  following  day,  June  18,  I  received  a  letter  from  you  In  which  you  said: 

"  I  did  mean  to  say  and  do  now  say  that  no  officer  of  the  Bank  has  personally 
profited  by  any  commission  received  on  or  in  connection  with  either  recti 
estate  loans  or  bonds  or  stocks  purchased  for  customers  or  depositors  of  the 
Bank  or  borrowers  of  money  therefrom.  I  further  say  that  /  have  never 
personally  received  and  kept  commissions  on  account  of  real  estate  loan* 
placed  with  or  taken  by  depositors  of  the  Bank  who  withdrew  funds  which 
they  had  on  deposit  with  the  Bnnk  in  making  settlements  for  such  loans,  ami 
have  no  reason  to  believe  that  any  other  officer  of  the  Bank  ever  did  so ! 

THIS  WAS  DENIAL  NO.  2. 

A  little  further  on  in  the  same  letter  you  say : 

"After  the  incorporation  of  the  Riggs  National  Bank  this  business  was 
continued  by  the  officers  of  the  Bank  as  individuals." 

And  that,  gentlemen,  I  have  already  read  to  you.  Then  he  goes 
again  to  capitals — 

NO  ONE  OF  THEM  EVER  CLAIMED  OR  INTENDED  TO  CLAIM  ANY 
PART  OP  SAID  COMMISSIONS.  AND  NO  ONE  OF  THEM  HAS  EVER 
RETAINED  ANY  PART  THEREOF  FOR  HIS  OWN  BENEFIT.  Amounts 
have  been  withdrawn  from  said  accounts  at  various  times  for  the  benefit  of 
the  Bank;  NOTHING  HAS  EVER  BEEN  WITHDRAWN  BY  THE  OFFI- 
CERS FOR  THEIR  PERSONAL  BENEFIT,  AND  NO  ONE  OF  THEM  HAS 
EVER  PROFITED  PERSONALLY  THEREBY. 

Which,  if  one  wanted  to  be  technical,  is  literally  true,  because 
after  these  accounts  were  established  under  the  direction  of  the 
bank  examiners  there  had  been  no  withdrawals,  and  the  only  erro- 
neous inference  that  could  have  been  drawn  from  Mr.  Gflover's 
letter  was  that  which  I  have  referred  to  as  a  pure  oversight. 

After  quoting  this  he  said : 

THIS  WAS  DENIAL— COMPLETE,  EXPLICIT,  AND  UNEQUIVOCAL- 
NO.  3. 

Then  he  goes  on  and  says : 

The  foregoing  denials  Nos.  2  and  3  were  sworn  to  before  William  H.  Dorsey, 
notary  public,  on  June  18,  1914. 

Then  he  auotes  some  more,  and  then  he  savs: 

This  office  had  reason  to  believe  that  your  statements,  although  made  under 
oath,  were  not  true,  and  I  am  in  possession  of  affidavits  sufficient  to  prove  their 
incorrectness. 

Those  affidavits  must  still  remain  in  his  possession,  because  al- 
though he  was  given  opportunity  to  drag  in  anything  in  the  court 
proceedings,  he  has  never  disclosed  those  affidavits. 

After  I  had  secured  these  affidavits.  I  received  from  you  your  letter  of  July 
17,  in  which  you  acknowledge  that  statements  heretofore  made  by  you  under 
oath  were  not  true,  claiming  that  certain  inconsistencies  were  the  result  of 
•*  pure  oversight." 

Gentlemen,  this  is  not  the  personal  correspondence  between  two 
men  who  have  a  difference  of  opinion.  This  is  the  official  communica- 
tion by  the  sworn  officer  of  the  Government  whose  duty  "it  was  to  try 
to  protect  this  institution  if  there  was  anything  to  be  protected. 
This  is  a  communication  of  a  man  who,  with  fervent  solemnity,  in- 
formed this  committee  in  response  to  Senator  Weeks's  request  in 
1913  that  if  he  was  confirmed  as  comptroller  no  hostility  and  no 
prejudice  would  govern  his  actions. 

You  thereupon  admit  that  for  a  period  of  more  than  five  years,  or  "  from 
January.  1897,  to  May.  1902,"  the  business  of  making  veal-estate  (but  no 
other)  investments  for  customers  of  the.  bank  was  done  by  and  through  the 
firm  of  "  Glover,  Hyde.  Johnston,  and  others,"  which  firm  was  composed  of 
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"myself"  (C.  C.  Glover),  "Thomas  Hyde,  James  M.  Johnston,  Arthur  T. 
Briee,  and  William  J.  Flather,  each  and  all  being  at  the  time  officers  of  the 
Riggs  National  Bank."  You  inform  me  that  this  firm  or  partnership  or  eon- 
federation,  whatever  it  may  have  been,  had  "  a  paid-in  capital  of  $30,000," 
and  you  now  confess  that — 

ALL  PROFITS  BY  WAY  OF  COMMISSIONS  OR  OTHERWISE  DERIVED 
FROM  SUCH  BUSINESS  WERE  PASSED  DIRECTLY  TO  THE  CREDIT  OF 
SAID  FIRM  on  an  account  carried  in  the  name  of  the  firm  on  the  general 
ledger  of  the  bank ;  AND  ALL  SUCH  PROFITS  WERE  DIVIDED  DIRECTLY 
AMONG  THE  MEMBERS  OF  THE  FIRM.  To  such  extent  and  for  the  period 
mentioned  OFFICERS  OF  THE  BANK  DID  DIRECTLY  PROFIT  BY  THE 
COMMISSIONS  ON  SUCH  TRANSACTIONS.  !  " 

There  is  superadded  an  exclamation  point. 

This  means,  in  plain  English,  that  after  you  had  solemnly,  indignantly,  and 
repeatedly  denied,  under  oath,  that  you  had  ever,  under  any  circumstances, 
appropriated  for  your  personal  benefit  any  portion  of  the  commissions  received 
by  you,  an  officer  of  the  Riggs  National  Bank,  for  placing  real  estate  loans-  for 
the  customers  of  the  bank,  you  now,  after  certain  things  have  been  developed 
by  this  office,  suddenly  remember  that  for  a  period  of  more  than  five  years 
you  and  other  officers  of  the  bank  had  deliberately  pocketed  and  divided  among 
yourselves  all  these  commissions  collected  during  the  period  mentioned,  esti- 
mated to  amount  to  many  thousand  dollars,  which  your  former  statements  had 
solemnly  declared  had  gone  solely  to  the  credit  and  for  "  the  benefit  of  the 
bank." 

Unniment  by  this  office  seems  superfluous. 

It  might  have  been  superfluous  before  the  comment  had  been  made. 
He  savs: 

Among  the  "  high-class,  marketable,  local  and  out  of  town  stocks  and  bonds  " 
I  note  the  following : 
2W  shares  St.  Louis  &  San  Francisco  preferred  stock. 
100  shares  Rock  Island  Railroad  preferred  stock. 
100  shares  Rock  Island  Railroad  common  stock. 
•JtX)  shares  Missouri  Pacific  Railrond  stock. 
200  shares  Inspi ration  Consolidated  Copper  stock. 

We  might  have  called  his  attention  to  the  fact,  when  he  was  mak- 
his  comments  regarding  the  character  of  collateral  we  had,  that  he 
had  overlooked  the  fact  that  among  the  very  large  amount  we  had 
a  Georgia  &  Florida  Railroad  bond,  signed  by  John  Skelton  Wil- 
liams, as  president,  which  was  perhaps  the  most  worthless  thing 
we  had  in  the  bank ;  but  our  attention  was  never  called  to  that.  We 
were  never  required 

Senator  Henderson.  Just  a  moment,  before  you  proceed  on  some- 
thing else. 

When  did  the  bank  receive  the  letter  from  the  comptroller  for  its 
report  to  which  these  answers  that  you  have  just  read  were  made? 

Mr.  Hooan.  There  were  a  number  of  letters.  The  letter  that  I 
have  just  read,  written  July  17,  1914,  by  Mr.  Glover,  was  in  correc- 
tion of  the  statements  that  he  had  made  in  June,  1914,  and  early 
in  July.  1914. 

Senator  Henderson.  The  period  of  a  few  days  only,  was  it? 

Mr.  Hooan.  Well,  a  period  of  approximately  a  little  less  than  a 
month.    That  would  be  fairer,  Senator. 

Senator  Henderson.  Was  the  letter  written  by  Mr.  Glover,  calling 
attention  to  the  commissions  that  they  had  individually  taken  be- 
tween 1897  and  1902,  written  voluntarily  on  his  part? 

Mr.  Hooan.  Yes,  sir.  It  was  never  intimated  by  the  comptroller 
in  any  way,  directly  or  indirectly,  or  in  any  of  his  correspondence 
that  he  even  knew  of  the  Glover-Hyde- Johnston  firm  until  we  wrote 
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that  letter.  It  was  an  absolutely  voluntary  thing  caused  by  the  fact 
that  when  Mr.  Glover  returned  from  his  son's  bedside,  sitting  at  his 
home  here,  he  had  gone  over  all  his  correspondence  which  at  that 
time  had  gotten  up  to  approximately  150  printed  pages. 

Senator  Henderson.  Tlie  inference  that  I  drew  from  the  reading 
of  that  portion  of  the  letter  of  the  comptroller  was  that  Mr.  Glover 
had  written  this  letter  probably  having  heard  of  the  affidavits  that 
had  been  sent  to  the  comptroller. 

Mr.  Hogan.  Certainly.     That  is  the  only  inference  you  can  draw. 

Senator  Henderson.  Do  you  know  whether  or  not  the  bank  had 
received  any  knowledge,  or  that  Mr.  Glover  had  any  knowledge  of 
the  existence  of  these  affidavits? 

Mr.  Hogan.  None  whatever.  That  was  a  characteristic  statement. 
You  drew  the  inference  that  everybody  would  draw,  that  Mr.  Glover, 
having  made  a  voluntary  correction,  being  a  man  of  honor,  a  man 
to  whom  two  former  Presidents  of  the  United  States  journed  to 
Washington  to  pay  public  sworn  tribute  to  his  character,  having 
discovered  his  own  mistake,  without  the  slightest  intimation  from 
the  comptroller,  voluntarily  did  what  any  man  of  honor  would  have 
done — he  made  a  correction.  He  received  an  official  communication, 
which  carried  with  it,  Senator  Henderson,  the  inference  which  you 
so  correctly  drew.  It  not  only  was  an  official  communication,  but  it 
said  in  substance  to  Mr.  Glover,  "  You  lied."  There  is  no  other  way 
of  getting  out  of  it.  "  You  lied  under  oath."  It  was  an  official 
communication  which  further,  without  the  slightest  foundation  of 
fact,  intimated  that  you  could  draw  the  inference  that  Mr.  Glover 
had  made  his  correction  after  he,  to  use  the  comptroller's  own  lan- 
guage, knew  that  the  comptroller  had  in  his  possession  certain  affi- 
davits showing  the  statement  to  be  false. 

The  Chairman.  The  committee  must  go  into  executive  session 
at  this  time,  Mr.  Hogan,  and  it  will  resume  its  hearings  to-morrow 
morning  at  9.30  o'clock.) 

(Whereupon,  at  1.20  o'clock  p.  m.,  the  committee  went  into  execu- 
tive session,  and  the  hearing  was  adjourned  until  to-morrow,  Thurs- 
day, July  10,  1919,  at  10  o'clock  a.  m.) 
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THURSDAY,   JULY    10,    1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  in., 
Senator  George  P.  McLean  presiding. 

Present:  Senators  McLean  (chairman),  Frelinghuysen,  Calder, 
Xewberrv,  Keves,  Fletcher,  Kendrick,  and  Henderson. 

Present  also:  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Currency ;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency; Mr.  J.  J.  Darlington,  Mr.  Frank  J.  Hogan,  Mr.  Wade  H. 
Cooper,  and  others. 

The  committee  had  under  consideration  the  nomination  of  Mr.  John 
Skelton  Williams  as  Comptroller  of  the  Currency. 

The  Chairman.  Mr.  Hogan,  you  may  proceed. 

STATEMENT  OF  ME.  FEANK  J.  HOGAN— Eesumed. 

Mr.  Hogan.  Senators,  when  the  committee  recessed  the  hearing 
yesterday  I  had  called  the  attention  of  the  committee  to  the  character 
of  the  response  made  by  Comptroller  Williams  to  Mr.  Glover's  letter 
of  July  17,  1914,  voluntarily  correcting  a  previously  erroneously 
made  statement. 

On  July  17,  1914,  the  bank,  in  a  communication  signed  by  Mr. 
Ailes  and  the  Messrs.  Flather,  wrote  a  long  letter  to  Comptroller 
Williams,  transmitting  voluminous  statistical  statements  which  he 
had  required  in  the  answers  to  20  interrogatories  which  he  had  pro- 
pounded, and  in  that  letter  to  the  comptroller  these  officials  of  the 
bank  said  the  following; — and  I  am  reading  this  in  line  with  the 
>tatement  I  made  that  this  indicates  the  character  of  that  man's 
response  to  decent,  courteous,  official  communications  sent  to  his 
office. 

In  this  letter  from  the  bank  officials,  dated  July  17,  1914,  after 
transmitting  the  various  things,  the  bank  said  this : 

On  three  occasions  only,  and  the  latest  nearly  10  years  ago,  question  was 
raised  as  to  whether  the  bank  as  such  was  engaged  in  the  brokerage  business. 
In  reply,  It  was  then,  as  now,  fully  explained  that  the  business  referred  to  was 
^rried  on  by  the  officers  of  the  bank  in  their  individual  capacity,  and  that  while 
legally  entitled  to  appropriate  the  earnings  from  such  business  to  their  indi- 
vidual accounts,  they  nevertheless,  in  view  of  the  relation  to  the  bank,  deemed 
it  proper  ultimately  to  pass  such  profits  to  the  beneficial  use  of  the  bank  itself. 
Further  inspection  of  these  communications  shows  that  no  criticism  from  your 
office  respecting  this  practice  has  been  received  at  this  bank  since  October  22, 
1904.  On  the  contrary,  it  is  our  understanding  that  the  former  comptrollers  and 
the  former  Secretaries  of  the  Treasury,  having  carefully  and  at  length  cou- 
riered the  practice  of  the  bank  in  this  regard,  reached  the  conclusion  that  the 
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same  was  not  in  any  resi>ect  forbidden  by  any  provision  of  the  national  banking 
act. 

In  view  of  the  above  summary  of  the  contents  of  the  communications  received 
from  your  predecessors  in  office  during  the  entire  period  of  this  bank's  existence 
as  a  national  bank,  is  it  fair  or  reasonable  for  you  to  suggest  that  the  officers 
of  this  bank  have  been  persistent  violators  of  the  law  or  indeed  that  they  have 
been  indisposed  in  any  respect  whatever  to  obey  every  requirement  of  the  law> 
as  well  as  of  the  rules  and  regulations  of  your  office? 

If,  notwithstanding  all  the  above  facts,  you  are  of  opinion  that  any  practice 
of  this  bank  or  of  its  officers  does  violate  either  the  law  or  the  rules  and  regula- 
tions of  your  office,  then  we  respectfully  submit  that  you  should  inform  us 
specifically  as  to  each  and  every  of  such  practices  to  which  you  object  and  your 
reason  for  so  objecting.  Upon  the  receipt  of  such  information  we  shall  at  once 
do  all  in  our  power  to  comply  with  any  legal  instructions  or  suggestions  that  you 
may  give. 

Could  anything  have  been  fairer  than  that,  written  by  bank  officials 
as  early  as  July  14,  1914,  within  a  month  and  eight  days  after  this 
correspondence  opened  with  the  Comptroller  of  the  CurrencjT,  who 
had  stated  to  your  predecessors  on  this  committee  that  personal  ani- 
mosity or  hostility  would  not  in  the  slightest  affect  his  official  acts? 

That  was  on  that  date.  Now,  I  am  going  to  show  you  how  he  re- 
sponded to  these  things.  On  July  28,  1914,  replying  personally  to 
Mr.  Williams's  letter  of  July  22,  which  I  read  yesterday,  in  which 
Mr.  Williams  endeavored  to  charge  Mr.  Glover  with  intentionally 
making  false  statements  under  oath,  Mr.  Glover  referred  to  Mr.  Wil- 
liams's statement  that  he  had  evidence  in  his  possession  of  "other 
mistakes,"  as  Mr.  Glover  characterized  them,  or  "  untruths,"  as  Mr. 
Williams  characterizes  them.  Mr.  Glover's  letter  is  a  long  one,  in 
which  he  goes  into  the  fact  that  Mr.  Williams  had  endeavored  to 
make  the  charge — in  fact,  had  made  the  charge — that  this  oversight 
of  his  was  a  deliberate  falsification,  and  stated  that  in  view  of  his  re- 
sponsibility to  the  stockholders  of  the  bank  his  hands  were  tied, 
really,  from  replying  to  that  sort  of  thing  in  the  way  that  he  would 
personally  reply  to  it,  and  in  calling  attention  to  what  I  read  to  this 
committee  yesterday,  Williams's  statements  that  he  had  evidence 
showing  that  other  statements  were  untrue,  Mr.  Glover  in  his  per- 
sonal letter  to  Mr.  Williams  says  this,  on  July  28, 1914,  and  I  empha- 
size those  dates  to  show  you  how  early  in  this  thing  this  attitude  was 
taken : 

In  your  letter  you  assert  that  your  office  has  evidence  which  indicates  that 
other  statements  recently  submitted  by  myself  and  other  officers  of  this  bank  to 
your  office,  under  oath,  are  untrue,  and  you  suggest  that  I,  as  well  as  the  other 
officers  referred  to,  shall  revise  and  correct  such  statements  "before  this  (your) 
office  takes  action  in  the  premises." 

I  might  state  that  although  we  did  not  go  into  the  equity  suit  for 
a  year,  "  this  office  "  never  took  any  action  in  the  premises.  Mr. 
Glover  continues  to  Mr.  Williams: 

It  is  possible  that  in  the  recent  voluminous  correspondence  referred  to,  cover- 
ing information  confusedly  asked  for  by  you,  involving  the  examination  of  trans- 
actions of  this  bank  extending  back  almost  to  the  time  of  its  organization  in  • 
1890.  and  covering  thousands  of  book  entries,  charge  slips,  and  other  memo- 
randa of  this  bank,  mistakes  may  have  been  made  by  myself  or  by  the  other  offi- 
cers of  the  bank.  However,  after  as  diligent  examination  as  could  be  made 
under  the  circumstances,  neither  T  nor  the  other  officers  have  discovered  any 
save  one  error,  of  a  comparatively  unimportant  date,  whl«*h  will  be  designated 
in  the  letter  hereinbefore  referred  to,  which  will  respond  to  the  other  inquiries 
made  by  you. 

If  your  office  has,  as  you  say,  evidence  in  your  possession  showing  that  there 
are  one  or  more  such  mistakes,  then  it  is  inconceivable  that  you,  as  an  officer  of 
the  Government  of  the  United  States,  or  as  an  honest  man,  can  deliberately 
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hold  back  from  me  and  my  fellow  officers  Information  as  to  what  those  mistakes 
are  cluimed  to  be.  In  assuming  such  jwsition,  you  put  the  Government  which 
you  represent  and  yourself  in  the  attitude  of  one  setting  a  trap  and  hiding  in 
ambush  until  he  shall  sec  fit  to  spring  it. 

It  must  be  perfectly  apparent  to  you.  Senators,  that  the  situation 
at  that  time  was  tense,  t]  at  over  loO  pages  of  printed  matter  had 
passed  in  less  than  a  month  l>etweert  the  bank  and  the  comptroller's 
office.  There  was  a  thoroughly  representative,  a  highly  respectable, 
and  a  highly  responsible  board  of  directors  charged  by  law  and 
charged  in  morals  with  supervising  the  affairs  of  this  bank.  That 
board  of  directors  had  these  various  serious  charges  against  its  offi- 
cers brought  to  their  attention.  The  officers  hid  not  these  facts  from 
the  directors  but  placed  them  squarely  before  the  directors,  and  the 
directors  did  what  everyone  of  you  gentlemen  would  have  done;  they 
decided  that  a  thorough  investigation  in  their  own  bank  was  proper 
and  they  appointed  a  committee  of  three  of  their  members — a  spe- 
cial committee — to  investigate  and  make  a  report;  and  I  call  your 
attention  to  these  things  because  what  the  committee  reported  and  the 
action  the  board  of  directors  took  upon  the  committee's  report  was 
communicated  on  September  1,  1914,  to  Comptroller  Williams,  with 
a  sincere  request  on  the  part  of  the  bank's  board  of  directors  that  he, 
as  the  supervising  official  of  the  Treasury  over  national  banks,  would 
say  to  them,  "  If  there  is  anything  wrong,  if  there  is  any  violation  of 
law  or  regulation  that  you  find  in  this  bank,  if  there  is  any  untruth 
on  the  part  of  our  officers,  kindly  inform  us  thereof,  so  that  we  may 
take  appropriate  action. v 

Is  there  a  Senator  here  within  sound  of  mv  voice,  is  there  a  Sena- 
tor  who  will  read  the  hearings  before  this  committee,  who  would 
have  done  otherwise  had  he  been  a  member  of  that  board?  Is  there 
a  Senator  who  has  a  doubt  what  the  appropriate,  the  decent  and  the 
honorable  conduct  of  a  comptroller  endeavoring  impartially  to  dis- 
charge his  official  duties  in  response  to  such  a  request  from  a  board 
of  directors  would  have  been?  Let  me  read  to  you  what  that  special 
committee  said  to  Mr.  Williams,  what  the  board  of  directors  said  to 
Mr.  Williams,  and  then  let  me  read  to  you  what  Mr.  Williams  said 
to  that  bank.  You  gentlemen  will  none  of  you  have  any  surprise, 
when  we  finish  with  such  parts  of  this  correspondence  as  ordinary 
time  limit  will  permit  me  to  call  to  your  attention,  that  Mr.  Samuel 
Untermyer,  as  counsel  for  Mr.  Williams,  strenuously  objected  to 
having  this  brought  before  the  court.  You  will  have  no  surprise 
that  Mr.  Louis  D.  Brandeis,  after  reviewing  this  entire  correspon- 
dence, never  even  mentioned  it  to  the  court,  and  never  even  men- 
tioned Williams's  conduct,  but  sufficed  himself  with  asking  the  court 
to  dismiss  the  equity  suit  that  the  bank  brought  against  Williams  on 
the  technical  ground  that  it  was  a  suit  brought  against  the  United 
States. 

On  September  16, 1914,  the  bank  sent  the  following  letter : 

Skptkmber  16.  1914. 
The  Comptroller  of  the  Currency. 

}\'<i8hinyton.  D.  C. 

Sib:  The  president  of  this  bnnk,  on  the  12th  of  August,  1914,  notified  you 
that  on  the  10th  of  August,  1914,  the  hoard  of  directors  of  this  hank  at  their 
regular  meeting  held  on  that  day  had  passed  the  following  re  olution: 

"Moved  by  Mr.  Wilkins.  seconded  by  Mr.  Johnston,  that  the  entire  corre- 
spondence and  all  documents,  papers,  and  statements  of  every  sort  connected 
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therewith,  be  referred  to  a  committee  of  three  (3)  to  consist  of  Messrs.  Hurt. 
Dulany,  and  Corby,  with  instruction  and  authority  to  consider  the  same  and 
Investigate  the  practices  and  conditions  therein  referred  to  and  to  report  with 
their  recommendation  at  the  next  meeting  of  the  board." 

This  resolution  was  adopted  after  your  letter  of  July  22,  1914,  had  been 
read  to  the  board  in  accordance  with  instruction*  contained  in  that  letter.  The 
correspondence  referred  to  was  that  which  has  passed  between  yourself  and 
the  bank,  beginning  with  your  letter  of  June  9,  1914,  and  continuing  down  to 
the  date  of  the  said  meeting. 

At  a  regular  meeting  of  the  board  of  directors  held  on  the  14th  day  of  Sep- 
tember, 1914,  that  committee  submitted  the  following  report: 

Septemheb  11,  1914. 
To  the  Board  of  Directors, 

Riggs  National  Bank. 

Gentlemen  :  Your  special  committee,  appointed  by  resolution  adopted  at 
your  meeting  held  August  10.  1914.  begs  leave  to  ivport  that  it  has  carefully 
read  the  correspondence  between  the  Comptroller  of  the  Currency  and  the 
Iliggs  National  Bank,  dating  from  June  9  to  August  31.  1914,  and  it  has  given 
special  consideration  to  the  letter  of  the  Comptroller  of  the  Currency  dated 
July  22,  1914,  wherein  it  is  sj>ecifieally  charged  that  certain  answers  made  by 
the  president  of  the  bank  concerning  the  disposition  made  of  certain  com- 
missions were  untrue. 

In  the  opinion  of  your  committee  such  answers,  which  the  Comptroller  of 
the  Currency  has  designated  as  Denials  No.  1,  No.  2,  and  No.  3,  constituted  a 
full  and  correct  exposition  of  the  practice  of  the  officers  of  the  bank  respect- 
ing the  collection  and  disposition  made  of  such  commissions  since  May,  1902. 
but  such  answers  were  incorrect  in  that  while  the  inquiries  propounded  by  the 
Comptroller  of  the  Currency  seemed  to  relate  particularly  to  the  period  of 
twelve  months  ending  June  1.  1914,  Mr.  Glover  voluntarily  undertook  to  make 
his  denial  extend  back  to  the  organization  of  the  bank  (A.  D.  1896),  forgetting 
that  from  January,  1897,  until  May  1,  1902,  the  firm  of  "  Glover,  Hyde,  John- 
ston and  others  "  did  take  and  apply  to  the  personal  benefit  of  its  members 
commissions  received  from  investments  made  in  real  estate  loans  for  depositors 
of  the  bank.  Mr.  Glover's  letters  to  the  Comptroller  of  the  Currency,  dated  July 
17  and  July  28.  1914.  constitute  in  the  opinion  of  your  committee  a  full  and 
entirely  satisfactory  explanation  of  his  oversight  in  the  particular  referred  to. 

The  assertion  made  in  said  letter  of  July  22,  1914,  that  evidence  in  the 
office  of  the  Comptroller  of  the  Currency  "  Indicates  that  other  statements 
recently  submitted  by  "  officers  of  the  bank  to  that  office  "  are  also  untrue," 
is  one  that  your  committee  can  not  fully  report  upon  in  the  absence  of  more 
definite  information,  and  therefore  recommends  that  the  board  of  directors 
request  the  Comptroller  of  the  Currency  to  specify  the  statements  referred  to 
by  him,  and  to  indicate  with  such  particularity  as  he  may  deem  appropriate 
the  character  of  the  evidence  upon  which  such  assertion  is  based. 

We  have  reviewed  the  entire  correspondence  as  above  noted,  and  do  not  find 
therein  any  indication  of  desire  or  disposition  on  the  part  of  the  officers  of  the 
bank  either  to  withhold  information  or  to  answer  the  many  inquiries  of  the 
Comptroller  of  the  Currency  otherwise  than  freely,  fully  and  frankly. 

Noting  the  admonition  contained  in  said  letter  of  July  22,  1914 — your  com- 
mittee reports — that  in  view  of  certain  provisions  of  the  Federal  reserve  act 
the  officers  of  the  bank  have  definitely  discontinued  the  brokerage  business 
formerly  carried  on  by  them  in  their  individual  capacities,  and  fully  described 
by  them  in  the  course  of  said  correspondence.  The  Comptroller  of  the  Cur- 
rency was  informed  of  such  discontinuance  on  July  29,  1914. 
Respectfully, 

H.  Hurt, 

H.  Hozier  Dulany. 

Charles  I.  Corby. 

This  rei>ort  was  read,  was  unanimously  adopted  by  the  board  of  directors, 
and  a  copy  thereof  ordered  to  be  sent  to  the  Comptroller  of  the  Currency. 

Thereupon  the  following  resolution  was  unanimously  adopted : 

'*  Resolved,  That  this  board  respectfully  request  the  Comptroller  of  the  Cur- 
rency to  specify  what  statements  he  referred  to  in  the  following  sentence  of 
his  said  letter  of  July  22,  1914 : 

"  '  I  regret  to  have  to  Inform  you  that  this  office  has  evidence  which  indicates 
that  other  statements  recently  submitted  by  you  and  other  officers  of  your 
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hank  to  this  office,  under  oath,  in  addition  to  the  incorrect  statements  to  which 
your  attention  has*  been  specifically  called  in  this  letter,  are  also  untrue/  and 
also  requests  him  to  indicate  with  such  particularity  as  he  may  deem  appro- 
priate the  character  of  the  evidence  upon  which  such  assertion  is  based." 

Thereupon  the  following  recital  and  resolution  was  unanimously  adopted : 

'*  Whereas  it  appears  in  the  aforesaid  correspondence  between  the  Comptroller 
of  the  Currency  and  this  bank,  beginuing  June  9.  1914,  and  continuing  to  date, 
that  the  Comptroller  of  the  Currency  has  notified  this  bank  that  it  had  become 
liable  to  certain  penalties  under  sections  5211  and  5213  of  the  Revised  Statutes; 
Therefore  be  it 

*4  Resolved '.  That  the  Comptroller  of  the  Currency  is  respectfully  requested  to 
inform  this  board  with  exactness  whether  he  had  undertaken  to  impose  any 
iHimlties  iii*m  this  bank  under  the  provisions  of  said  sections  5211  and  5213  of 
die  Revised  Statutes,  and  if  So,  the  dates  and  causes  for  which  said  penalties 
have  been  undertaken  to  be  imposed,  also  whether  said  penalties  or  any  of 
them  are  or  axe  supposed  to  be  continuing." 

The  board  of  directors  of  this  bank  accordingly  respectfully  requests  you  to 
furnish  the  information  asked  for  in  the  above  resolutions. 
Respectfully,  yours, 

The  Riogs  National  Bank, 
By  Henby  H.  Flathebs,  Cashier. 

I  pause,  again,  gentlemen,  to  call  your  attention  to  the  tenor  of 
that  letter,  to  the  fair,  the  manly,  the  respectful  and  entirely  cour- 
teous request  made  of  this  public  official.  And  I  ask  you  in  your 
minds  how  you,  as  sworn  officers  of  the  United  States  Government, 
would  have  answered  such  a  communication;  and  then  I  am  going 
to  show  you  how  he  answered  it.  Would  you  have  said  to  a  board 
of  directors  that  asked  that,  "  Your  artless  inquiry  is  understood 
and  appreciated  "  ? 

Mark  vou,  gentlemen,  this  correspondence  and  this  fight  were  be- 
ing carried  on  by  this  man  against  the  only  bank  twro  of  whose  offi- 
cers had  appeared  before  the  Banking  and  Currency  Committee  of 
the  Senate  in  opposition  to  his  confirmation.  Is  it  any  wonder, 
after  this  exhibition,  that  the  bankers  of  this  country,  as  Senator 
Weeks  said  to  this  committee  in  the  last  Congress,  refrained  from 
coming  forward  and  subjecting  themselves  to  this  sort  of  persecu- 
tion? I  am  going  to  show  you  later  that  not  only  would  it  invite 
hank  suicide,  but  the  comptroller  actually  by  insinuation  suggested 
that  some  of  our  officers  go  and  commit  suicide. 

This  is  an  official  communication  responding  to  the  things  I  have 
read  to  you  from  those  several  letters.  I  will  read  the  paragraphs 
that  respond  to  the  things  I  have  called  your  attention  to.  I  do  not 
intend  to  read  it  all.  This  is  from  Williams's  letter  to  the  Riggs 
National  Bank,  dated  September  24,  1914 : 

Your  artless  request  that  this  office  Inform  you  specifically  of  "each  and 
every"  violation  of  the  law  or  the  rules  and  regulations  of  "this  office  is  not 
misunderstood.  You  are  respectfully  referred  to  the  instructions  and  repri- 
mands you  have  already  received  from  this  office  and  to  the  national-hank  act, 
upon  which  the  rules  and  regulations  of  this  office  are  based.  The  language  of 
that  act  is  believed  to  be  sufficiently  clear  to  be  within  your  comprehension, 
and  this  office  has  not  been  persuaded  that  the  many  violations  of  the  law  of 
which  you  have  been  guilty  were  the  result  of  inadvertence  or  oversight,  or 
that  you  are  at  this  time  ignorant  of  the  many  occasions  on  which  you  have 
disregarded  or  violated  this  law. 

In  response  to  the  request  to  indicate  on  what  he  based  the  state- 
ment of  untruthfulness  this  official  answers  as  follows : 

In  reply  to  your  committee's  request  that  I  indicate  the  character  of  the 
evidence  upon  which  is  based  a  statement  made  in  a  previous  letter  that  other 
statements,  in  addition  to  those  submitted  by  your  president,  "  are  also  untrue,'* 
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you  are  informed  that  this  office  is  in  possession  of  affidavits  made  by  entirely 
responsible  men  who  squarely  contradict  sworn  statements  made  by  officers  of 
your  bank,  and  this  office  may  be  relied  upon  to  take  action  in  the  premises 
at  the  proper  time. 

Is  that  a  decent,  manly,  American,  fair  thing  for  an  officer  of  the 
Government  to  say  in  response  to  that  sort  of  a  request?  Is  there 
any  possibility  of  escaping  the  consequence  of  that  sort  of  conduct  ? 

I  want  to  read  to  you  his  comment  on  the  subcommittee's  findings : 

Your  four-page  letter  of  August  24,  with  its  labored  excuses,  apparently 
prepared  by  counsel,  and  which  I  understand  to  be  an  effort  to  defend  your 
refusal  to  furnish  satisfactory  replies  to  questions  propounded  to  you,  is  an 
amusing  commentary  upon  the  claims  of  your  committee  as  to  your  having 
answered  "  freely,  fully,  and  frankly  "  the  inquiries  of  this  office 

Now,  gentlemen,  as  I  told  you  yesterday,  this  wjjole  thing  osten- 
sibly started  when  an  assistant  bank  examiner  came  into  the  bank 
and  demanded  that  he  be  allowed  to  take  a  list  of  the  names  of  the 
Kiggs  Bank's  depositors,  with  a  statement  of  their  balances  wher- 
ever the  depositors  were  borrowers  of  more  than  $5,000.  At  the  time 
that  bank  examiner  came  from  Mr.  Williams's  office  and  made  that 
request  there  was  in  force  an  officially  promulgated  order  of  general 
import  from  the  Comptroller  of  the  Currency,  of  which  Williams's 
office  had  full  knowledge,  the  original  or  a  copy  of  which  was  in 
Williams's  office,  because  I  am  now  going  to  read  it  to  you  from  a 
compilation  which  was  published  at  the  Government  Printing  Office 
by  Williams  in  connection  with  the  equity  suit  brought  by  the  bank. 
There  was,  I  say,  at  the  time  this  request  was  made,  in  force  and 
effect  the  following  general  order  of  the  comptroller : 

Treasiky  Department, 
Comptroller  of  the  Cltirency,  . 
Washington,  D.  C,  December  20,  1909. 

To  the  National  Bank  Examiners: 

If  it  has  been  your  practice  to  take  a  list  of  the  names  of  the  depositors 
in  blinks  under  examination,  you  will  discontinue  this  practice  immediately 
and  destroy  all  data  of  this  character  in  your  possession. 
Respectfully, 

Lawrence  O.  Murray,  Comptroller. 

The  banks  had  been  furnished  with  printed  copies  of  that  order, 
so  when  an  assistant  bank  examiner  came  to  the  Riggs  National 
Bank  in  June,  1914,  and  asked  to  be  allowed  to  violate  that  order, 
we  naturally  said  to  him  he  could  not  do  so. 

Senator  IIendersox.  What  is  the  date  of  that  order? 

Mr.  Ho«ax.  December  20,  1909;  and  in  full  force  and  effect  until 
the  time  this  controversy  started. 

Senators,  I  pause  to  say,  what  would  you  have  done  in  that  situa- 
tion? You  would  have  notified  the  comptroller  that  you  under- 
stood this  order  was  in  effect,  would  have  said  to  the  comptroller 
that  certainly  he,  as  the  present  comptroller,  had  a  right  to  super- 
sede or  abrogate  that  order  if  he  wished,  and  if  he  did  so,  we  would 
comply  with  the  new  regulation,  but  so  far  we  were  complying  with 
what  we  had  been  informed  was  the  official  regulation.  So  we 
wrote  him  on  June  18,  1914: 

With  respect  to  the  demand  for  a  statement  of  average  balances  of  certain 
borrowers  on  collateral  who  were  also  depositors,  I  call  your  attention  to  the 
fact  that  such  demand  was  flatly  opposed  to  the  instruction  of  your  office 
issued  to  national  bank  examiners  on  December  20,  1909,  which  Instruction  not 
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only  required  such  examiners  to  discontinue  the  previous  practice  of  taking  a 
list  of  depositors,  but  also  required  them  to  destroy  all  data  of  that  character 
in  their  possession. 

We  recognize  your  right  to  change  the  practice  established  by  said  order, 
but  venture  to  suggest  that  if  change  be  made  it  should  be  accomplished  by 
some  rule  of  general  application.  It  was  only  in  view  of  what  we  understood 
to  be  the  existing  regulation  of  your  office  that  the  bank  examiner's  assistant, 
Mr.  Donohue,  was  refused  permission  to  take  away  from  this  bank  the  list  of 
balances.  In  so  refusing  we  also  had  in  mind  the  possible  improper  uses  to 
which  such  information  might  be  put.  No  objection  was  made  at  any  time  to 
either  the  bank  examiner  or  his  assistant  having  the  freest  possible  access  to  the 
books  of  the  bank. 

At  a  special  meeting  of  the  board  of  directors  of  this  bank,  held  this  morn- 
ing. I  was  authorized  and  instructed  to  furnish  you  with  the  lists  or  statements 
asked  for.  They  are  now  being  prepared  and  will  be  sent  to  you  as  soon  as 
completed,  probably  within  the  next  48  hours. 

Thereafter  we  said  to  him  on  that  subject  in  a  letter  which  resumed 
the  conditions  existing  up  to  July  14 : 

Then,  on  June  8  last,  following  our  bank  examination  of  May  18  last,  came 
the  assistant  to  the  bank  examiner,  requesting  a  list  of  depositors'  balances 
where  loans  to  them  secured  by  stocks  and  bonds  exceeded  $5,000.  His  re- 
quest to  be  allowed  to  take  away  from  the  bank  data  relating  to  depositors* 
balances  was  in  the  first  instance  denied,  although  the  assistant  was  freely 
given  permission,  at  the  time  of  his  call,  to  inspect  the  books  showing  depositors' 
accounts.  This  denial  was  in  accordance  with  the  positive  rule  of  your  office 
promulgated  on  December  20,  1909,  to  all  bank  examiners,  forbidding  them 
thereafter  to  take  away  from  banks  data  relating  to  depositors'  balances,  and 
instructing  them  to  destroy  any  such  data  in  their  possession. 

In  our  letter  of  June  18,  1914,  we  called  your  attention  to  this  order,  and  to 
the  established  practice  of  your  office  in  this  respect;  not  questioning  your 
right  either  to  abrogate  the  rule  or  to  set  aside  the  practice,  we  suggested 
that  if  you  had  established  a  new  rule  under  which  examiners  were  thereafter 
to  take  away  such  data  from  banks,  should  be  of  universal  application  and 
not  confined  to  a  particular  bank. 

But  I  digress  again  to  call  your  attention  to  the  temperate,  decent 
thing  that  was  done  in- that  respect.  Is  there  any  Senator  here  who 
as  an  officer  of  a  bank  would  have  hesitated  to  call  the  comptroller's 
attention  to  the  order,  which  he  himself  must  have  known  of  if  he 
knew  anything  about  his  office  ?  Is  there  any  Senator  here  who  would 
have  hesitated  to  respectfully  suggest  that  if  that  order  was  to  be 
changed,  it  should  not  be  changed  as  regards  Riggs,  but  should  bev 
changed  as  regards  all  other  banks?  You  have  heard  what  we 
asked.  Now,  let  me  show  you  how  he  responded  to  that  entirely  re- 
spectful request.  Under  date  of  September  24,  1914,  Comptroller 
Williams,  in  an  official  communication  to  the  bank,  says: 

This  office  is  not  interested  in  the  information  which  you  gratuitously  proffer 
as  to  certain  official  instructions  which  you  allege  were  in  the  past  given  to 
bank  examiners,  nor  does  it  desire  to  receive  from  you  any  suggestions  as  to  the 
propriety  of  or  need  for  any  instructions  which  it  has  given  or  may  give  to  its 
examiners. 

Do  I  have  to  comment  on  that?  Let  me  call  your  attention,  gentle- 
men, not  only  to  the  discourteous,  not  to  say  indecent,  way  that  he 
responds  to  courteous  official  communications,  but  to  the  disingenu- 
ousness  of  the  man,  characterized  not  only  in  this  correspondence, 
but  characterized  when  he  was  before  this  committee  in  his  state- 
ment made,  as  published  in  the  volume  of  the  hearings  at  the  last 
session  of  Congress,  and  which  I  will  come  to  in  time.    Listen  to  this : 

This  office  is  not  interested  in  the  information  which  you  gratuitously  proffer 
ss  to  certain  official  instructions  which  you  allege  were  in  the  past  given  to  bank 
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examiners,  nor  does  It  desire  to  receive  from  you  any  suggestions  as  to  the  pro- 
priety of  or  need  for  any  instructions  which  it  has  given  or  may  give  to  its 
examiners. 

He  knew  perfectly  well  that  there  was  not  any  allegation  on  our 
part  merely  that  they  were  given  to  bank  examiners.  He  knew  per- 
fectly well  that  that  was  a  general  order  promulgated,  binding  on 
all  bank  examiners,  which  he  had  never  come  forward  fairly  and 
superseded.  I  said  to  the  Senators  yesterday  that  this  man  was  an 
adept  in  the  most  vicious  and  dangerous  form  of  falsification,  to  wit* 
half  truths.  I  called  attention  to  the  fact  that  when  he  wrote  a 
letter  saying,  u  Do  not  include  notes  of  speculators  and  others  secured 
by  mining  and  other  stocks  and  bonds,  your  bank  having  notes  col- 
lateraled  by  80  per  cent  of  such,''  that  he  covered  himself  by  the 
word  "  others,"  creating,  as  his  letter  of  July  22,  1914,  Senator  Hen- 
derson, created  in  your  mind,  a  false  impression  and  a  false  inference. 

On  June  21,  1916,  he  issued  what  he  called  his  decision  to  recharter 
this  bank.  He  demanded  that  that  very  voluminous  document, 
which  is  in  the  record  here,  be  read  to  the  board  of  directors.  Quite 
late  in  the  afternoon  of  that  date  he  delivered  the  document.  It  was 
brought  from  the  Treasury  Department  by  Mr.  J.  J.  Darlington,  of 
counsel  for  the  bank.  While  the  board  of  directors  were  holding 
their  meeting,  at  a  time  when  no  trial  was  on,  no  press  dispatches 
were  being  carried  regarding  Riggs  Bank  affairs,  nothing  was  pend- 
ing that  would  attract  public  notice  to  the  controversy  at  that  time, 
while  the  board  of  directors  were  holding  their  meeting  and  having 
read  to  them  this  letter,  ostensibly  just  written  by  the  comptroller 
on  that  date,  the  comptroller  summoned  to  his  office  newspaper  men 
and  handed  out  that  vicious  attack  on  the  bank  and  on  its  officers 
and  on  its  practices,  and  when  late  that  afternoon  the  directors 
and  their  counsel  left  the  directors'  room — we  were  holding  our 
meeting  in  the  building  next  to  the  bank,  which  is  owned  by  the 
bank  and  wherein  we  were  going  to  open  our  State  bank  that  very 
day — the  newspaper  men  were  gathered  on  the  steps  of  the  Riggs 
National  Bank  to  find  whether  we  had  any  comment  to  make.  Of 
course,  the  statement  was  too  long,  as  he  or  any  other  man  knew, 
for  a  newspaper  to  publish.  The  newspapers  would  naturally  take 
only  the  salient  or  the  sensational  features.  This  was  the  thing 
that  he  sent  to  the  press.  This,  was  the  thing  that  he  sought  pub- 
licity for.  This  is  the  thing  that,  when  he  was  endeavoring  to  ex- 
plain to  your  committee  at  the  last  session  here,  that  there  was  not 
any  need  of  opening  the  Riggs  Bank  case  again  because  that  was 
closed  by  a  court  decision,  and  that  he  could  put  in  the  record  all 
that  was  necessary  on  that  subject,  he  put  into  this  record.  I  am 
going  to  show  you,  Senators,  why  he  called  this  a  decision.  There 
was  not  any  practice  of  the  comptroller's  office,  as  in  a  court,  to  issue 
long  written  decisions  regarding  banks.  But  if  he  wrote  this  thing 
and  sent  it  to  the  bank  as  a  decision  and  then,  after  he  did  that  thing, 
gave  it  to  the  press,  he  was  immune  from  a  libel  suit,  and  he  knew  it. 

Senator  Fletcher.  Did  the  Riggs  Bank  make  any  response  to  the 
communication,  Mr.  Hogan? 

Mr.  Hooan.  To  the  comptroller? 

Senator  Fletcher.  Yes. 

Mr.  Hooax.  I  think  not,  sir.  The  Riggs  Bank,  Senator  Fletcher, 
had  bv  that  time  learned,  as  it  had  learned  before  it  ever  went  into 
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court,  before  it  was  ever  forced  into  court,  that  when  a  man  has  the 
official  power  over  its  very  existence  that  this  man  had,  that  when,  in 
order  to  gratify  his  personal  enmity  on  the  flimsiest  sort  of  charges, 
another  department  of  the  same  administration  would  indict  three 
men  and  put  them  through  a  criminal  trial — they  had  learned  as 
far  as  possible  to  stay  away  from  controversies,  and,  as  I  said  to  you 
vesterday,  the  Riggs  Bank  is  not  here  to-day,  but  I  am  here  in  my 
individual  capacity. 

Senator  Fletcher.  That  is  my  understanding,  they  are  not  con- 
tending that  the  decision  of  Judge  McCoy  is  questioned  in  any  way. 

Mr.  Hogan.  No.  You  got  my  views  yesterday,  Senator  Fletcher, 
on  Judge  McCoy's  decision. 

On  page  358  of  the  hearings  before  this  committee  in  February 
last,  Mr.  Williams  inserted  a  communication  that  he  had  sent  to  a. 
Mr.  Charles  H.  Sabin  in  New  York,  President  of  the  Guaranty  Trust 
Co..  I  understand,  in  which  he  says : 

It  can  be  readily  understood  that  the  value  of  official  statements'  is  in  their 
accuracy  and  that  if » the  public  is  left  to  understand  that  a  statement  from 
this  office  on  an  imiwrtant  subject  is  grossly  inaccurate  its  confidence  in  future 
statements  will  be  impaired. 

That  is  his  verbal  conception  of  what  ought  to  be  accuracy.  I  read 
that  to  you  so  that  in  the  light  of  that  you  will  consider  the  publica- 
tion he  sent  to  the  press,  which  will  be  found  on  page  383  of  the  same 
volume: 

The  direct  ami  indirect  loans  reported  under  oath  by  the  bank  as  made  to 
0.  C.  Glover,  president ;  W.  J.  Flather,  vice  president ;  M.  E.  Alles.  vice  presi- 
dent; and  H.  H.  Flather,  cashier,  from  July,  1896,  to  July.  1914,  were: 

And  then  he  sets  forth  in  a  table  that  would  immediately  attract 
attention  this: 

C.   C.    Glover $2,534,377 

W.  J.  Flather 1,258,010 

M.    E.   Alles 584,  855 

H.  H.   Flather 1,282,698 

Startling  figures,  Senators,  a  thing  that  would  have  attracted  pub- 
lic attention.  Do  you  know  how  he  did  it?  Do  you  know  how  he 
deliberately  did  it?  Let  me  give  you  an  illustration.  This  is  simply 
for  the  purpose  of  illustration. 

Take  Milton  E.  Ailes,  and  assume  that  he  has  $75,000  collateral; 
and  let  me  say  here  now  that  no  officer  of  that  bank  was  ever  per- 
mitted to  borrow  except  on  collateral.  His  note,  or  his  indorsed  note^ 
was  never  taken.  He  had  to  deposit  collateral,  and  every  one  of  the 
loans  was  passed  upon  by  the  executive  committee ;  and  at  the  time 
these  letters  were  written,  or  from  July,  1914,  there  was  not  a  dollar 
of  money  loaned  to  any  officer  of  the  bank,  because,  although  we  knew 
then  and  know  now  that  when  they  are  properly  secured  officers 
of  the  bank  are  not  precluded  from  borrowing  from  their  own 
banks,  where  naturally  they  would  keep  their  own  deposits,  never- 
theless, because  of  the  actions  of  this  man,  every  officer  took  loans 
that  he  himself  was  carrying  out  of  that  bank  and  had  not  the  least 
difficulty  getting  other  banks  to  take  thein  and  be  glad  of  the  busi- 
ness. I  am  going  to  show  you  that  they  borrowed  at  the  other  banksr 
and  although  he  did  not  criticize  other  banks'  condition,  although 
he  never  ordered  one  of  those  loans  taken  out  or  written  off,  although 
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Higgs  National  Bank  never  lost  a  penny  in  interest  on  any  loan  ever 
made  to  an  officer,  still  I  will  show  you  the  scurrilous  criticism  of 
those  loans  when  they  were  made  in  other  banks,  although  he  did  not 
criticize  the  other  banks. 

We  will  assume  Mr.  Ailes  had  $75,000  collateral,  and  he  borrowed 
$30,000  on  his  note.  I  illustrate  this  by  writing,  because  I  think  you 
gentlemen  can  follow  it.  At  the  end  of  a  quarter  he  mak^s  a  $5,000 
curtail  in  addition  to  paying  interest,  and  gives  a  new  note  for 
$45,000.  At  the  end  of  the  next  quarter  he  makes  a  $5,000  curtail, 
and  gives  a  new  note  for  $40,000.  At  the  end  of  the  next  quarter,  in 
order  to  make  this  short,  let  us  say  he  makes  a  $10,000  curtail  and 
gives  a  new  note  for  $30,000.  He  has  borrowed  $50,000,  and  he  has 
been  making  inroads  into  it.  Williams  takes  those  notes,  each  one 
of  those  renewals,  and  he  says  Mr.  Ailes  borrowed  $165,000,  and  in 
that  way  in  18  years  he  reaches  the  alarming  total  of  $2,500,000  bor- 
rowed by  Mr.  Glover,  or  $584,000  borrowed  by  Mr.  Ailes. 

Senator  Henderson.  These  loans  to  these,  individuals  covered,  as 
I  understand  it,  a  period  of  18  years? 
Mr.  Hogan.  Eighteen  years. 

Senator  Henderson.  Those  loans  might  have  been  paid  in  full, 
and  then  another  loan  and  another  loan  ? 
Mr.  Hogan.  Yes. 

Senator  Henderson.  So  that  a  man  worth  $50,000  might  have  bor- 
rowed a  million  in  18  years,  and  always  a  new  loan  ? 

Mr.  Hogan.  Exactly,  Senator;  but  they  would  have  been  new 
loans.  That  might  have  afforded  some  excuse  for  this  publication, 
but  he  would  take  one  loan,  and  if  it  were  renewed,  although  with 
curtails,  he  would  take  each  renewal  note  and  add  it  up  and  say  that 
the  man  had  borrowed  the  total. 

Senator  Fletcher.  Do  you  justify  loans  by  a  bank  to  its  officers, 
Mr.  Hogan,  even  though  they  are  well  secured  ? 

Mr.  Hogan.  Yes,  Senator.  I  think  that  if  a  bank  has  a  proper 
executive  committee,  and  if  the  officer  is  responsible  and  he  gives 
proper  collateral,  he  should  be  allowed  to  borrow.  Take  an  officer  of 
the  liiggs  National  Bank.  Could  he  carry  his  deposits  in  the  Riggs 
National  Bank  and  expect  to  go  to  some  other  bank  to  make  a  loan  ? 
Or  otherwise,  what  would  you  get,  if  you  did  not  have  officers  openly 
and  squarely  borrowing  from  their  own  banks,  where  they  kept  their 
own  deposits,  did  their  own  business?  Then  you  would  have  "I 
tickle  Nancy  and  Nancy  tickle  me."  You  would  have  a  bank's  offi- 
cers favoring  one  another.  The  comptroller's  office  knows  they  lend 
their  officers.     This  examiner's  blank  has  a  special  place  for  every 


have  officers'  loans.  I  say  there  there  should  not  be  a  situation  where- 
by A.  could  pass  on  A.'s  loan,  but  where  the  loans  are  properly 
collateraled,  where  a  bank  is  properly  managed,  where,  as  in  this 
bank,  the  most  remarkable  record  in  the  history'  of  banking,  prob- 
ably, was  made,  what  would  you  think,  Senator  Fletcher,  when  I 
tell  you  that  in  18  years  in  this  bank,  which  customarily  carried  from 
five  to  seven  million  dollars  in  loans,  in  this  bank,  which,  at  the  time 
of  this  attack,  was  doing  a  business  of  $300,000,000  a  year,  or  ap- 
proximately a  million  dollars  for  every  day's  business^-that  in  18 
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years  the  entire  losses  of  the  bank  on  loans  of  all  kinds  was  less 
than  $40,000,  an  absolutely  unparalleled  record? 

Senator  Fletcher.  Of  course,  as  you  made  it  appear  yesterday, 
they  made  up  some  of  those  losses  by  taking  out  of  their  brokerage 
business. 

Mr.  Hogan,  No ;  I  am  counting  all. 

Senator  Fletcher.  I  can  see  how  there  might  be  objection  to  the 
banks'  officers  loaning  themselves  money.  Take  where  the  officers  of 
the  bank,  apparently  as  here,  were  getting  loans  from  the  bank  from 
time  to  time.    That  is  a  very  dangerous  practice,  it  seems  to  me. 

Mr.  Hogax.  Senator  Fletcher,  there  might  be  objections,  there 
might  even  be  a  lawT  passed,  and  I  would  not  oppose  its  policy,  for- 
bidding any  officer  of  any  bank  to  borrow  therefrom.  But  that  is 
Inside  the  point.  That  has  nothing  to  do  wnth  a  public  statement 
i.ssucd  by  a  sworn  public  officer  which  carried,  and  was  meant  to 
carry,  a  viciously  false  charge.  Whether  the  officers  borrowed  or 
not.  or  should  have  borrowed  or  not,  is  one  question.  Whether  or  not 
a  public  officer  would  take  a  $50,000  loan  and  roll  it  up  and  make  a 
$200,000  loan  out  of  it,  as  this  man  did,  is  the  point  I  am  now  call- 
ing your  attention  to,  as  characterizing — I  will  not  use  the  com- 
ment— as  characterizing  the  turn  of  the  man's  mind  when  he  had  a 
personal  debt  of  malice  to  pay,  and  he  knew  it,  and  I  am  going  to 
show  you,  as  I  showed  you  yesterday,  just  as  he  said  "  speculators  and 
others,"  "  mining  and  other  stocks,"  and  he  knew  this,  and  so  in  an 
inconspicuous  place  here,  where  it  would  not  attract  the  eye,  having 
created  a  false  impression,  what  does  he  say?  Listen  to  it.  He  al- 
ways covers  himself  up : 

Some  of  the  above  loans  may  have  been  renewals  of  other  loans,  and  may 
have  been  carried  through  the  books  several  times,  and  therefore  the  totals 
may  to  some  exent  be  subject  to  adjustment  although  some  of  the  loans  ran 
several  years  at  a  time. 

The  Chairman.  He  must  have  known  they  were  renewals. 

Mr.  Hogax.  Of  course  he  did,  or  he  would  not  have  said  that.  But 
he  was  going  to  the  public  press  with  the  statement.  He  knew  the 
figures  would  attract  attention.  He  wrent  to  the  labor — because  he 
would  stay  up  all  night  to  satisfy  personal  enmity — he  went  to  the 
labor  of  calling  attention  to  the  fact  that  they  totaled  over  $5,000,000. 
And  then,  against  that  day  when  he  would  be  called  to  account  for 
this  sort  of  practice,  he  put  in  this  inconspicuous  thing,  u  Some  of 
those  notes  may  have  been  renewals."  Did  he  not  know  they  were 
renewals?  If  he  had  enough  intelligence — and  he  was  intelligent — to 
1*  a  messenger  in  the  office  of  the  comptroller,  he  would  have  known 
they  were  renewals.  If  he  did  not,  did  he  not  have  a  corps  of  bank 
examiners  that  he  had  kept  in  the  Riggs  National  Bank  for  more 
than  a  year  that  he  could  send  over  there  and  get  the  accurate  figures? 
Were  not  the  books  of  the  bank  at  his  disposal  ?  Did  not  his  men  stay 
at  the  bank  day  after  day,  and  a  sworn  public  official,  on  the  eve  of 
sending  out  a  statement  of  that  kind  to  the  public  about  a  bank,  he 
said  he  was  trying  to  save,  says,  "  Some  of  them  may  have  been  re- 
newals." 

Senator  Fletcher.  Have  you  figured  that  out  as  to  how  much  were 
renewals? 

Mr.  Hogax.  No  ;  I  have  not  figured  it  out. 


86  NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 

Senator  Henderson.  Had  any  of  the  bank  examiners  ever  re- 
ported against  the  loans  to  the  individual  officers  of  the  bank? 

Mr.  Hooan.  No,  Senator;  and  I  will  call  vour  attention  to  what 
we  asked  Williams  about  that.  I  read  to  you  the  report  of  1913  yes- 
terday, which  gave  precisely  every  dollar  borrowed  by  every  officer, 
and  then  you  remember  the  tribute  that  Bank  Examiner  Hann  paid 
to  the  bank.  I  will  call  your  attention  to  what  he  said  about  it. 
But  do  not  let  me  get  away  from  the  point  I  want  to  make  about  it, 
which  is  this,  that  if  there  was  nothing  more  than  the  giving  out  of 
the  public  statement,  in  the  circumstances  I  have  narrated,  at  a  time 
when  it  could  not  have  done  anything  else  than  harm  the  bank,  if  it 
was  possible  for  him  to  harm  it,  trying  to  get  it  into  the  public  press 
the  day  the  bank  was  being  rechartered,  when  the  suits  were  over 
and  the  litigation  at  an  end;  and  with  the  knowledge  he  had — and 
if  he  did  not  have  it,  it  was  accessible  to  him — that  the  figures  were 
fake,  and  he  knew  they  were  false — I  say,  if  there  was  nothing  else 
I  could  bring  to  this  Senate's  attention,  that  in  itself  would  show 
the  conspicuous,  the  obvious,  and  the  complete  unfitness  of  this  man 
for  public  office  of  any  kind,  because,  after  all,  public  office  is  still 
a  public  trust. 

Senator  Fletcher.  It  is  set  forth  in  that  same  statement,  it  is 
true,  that  after  the  present  Comptroller  of  the  Currency  discovered 
this  condition  of  affairs,  all  loans  of  officers  were  taken  up  or  placed 
with  other  banks  in  the  summer  of  1914. 

Mr.  Hogan.  Exactly.  Whenever  he  made  a  statement  of  that  kind 
he  put  the  conspicuous  thing,  that  would  attract  public  attention,  one 
place,  and  then  he  invariably  covered  it,  but  his  covering  up  never 
took  the  sting  away.  There  was  not  any  antidote  there.  He  tried  to 
give  it.  You  asked  me,-  Senator  Henderson,  whether  or  not  any 
of  the  bank  examiners  had  said  these  loans  should  be  taken  out.  Of 
course,  it  was  the  duty  of  the  bank  examiner,  if  he  found  a  loan  was 
wrong,  to  require  us  to  charge  it  off  or  take  it  out  of  the  bank.  He 
had  written  us  a  letter,  about  the  loans  to  our  officers,  and  it  is  in 
direct  response  to  your  question  that  I  call  your  attention  to  that. 
There  was  never  a  time  when  he  asked  anything  when  he  was  not 
given  the  full  facts,  absolutely,  and  as  completely  as  exhaustive  labor 
could  give  it  to  him. 

He  had  said  to  us : 

It  appears  that  the  loans,  nearly  all  secured  by  speculative  stocks  aud 
bonds,  to  (\  <\  (Jlover,  Jr.,  and  W.  J.  Flather,  jr.,  two  clerks  In  your  bank,  anil 
to  H.  H.  Flather,  your  cashier.  Joshua  Evans,  jr.,  your  assistant  cashier,  and 
\V.  J.  Flather,  your  vice  president,  and  wife;  M.  E.  Alles.  your  president,  and 
Mary  E.  Ailes,  his  tfaugther;  E.  D.  Flather,  teller,  and  G.  ().  Vass,  secretary 
to  M.  E.  Ailes,  amount,  in  the  aggregate,  to  more  than  one-ttfth  of  the  eutire 
capital  of  your  bank,  or  more  than  $200,000. 

I  digress  again  to  call  your  attention  to  the  fact  that  you  will 
find  that  threat  throughout  everything  that  he  said  publicly.  He 
would,  for  instance,  take  the  capital  of  the  bank  and  say  that  the 
loans  of  $200,000  were  more  than  one-fifth  of  the  capital.  He  knew 
perfectly  wTell  that  at  the  time  the  aggregate  of  those  loans  was 
$200,000,  the  Biggs  National  Bank  had  a  capital  of  a  million  that 
never  had  been  impaired,  behind  which  it  nad  a  surplus  of  two 
million,  not  one  pennv  of  which  was  impaired,  behind  which  it 
had  undivided  profits  of  between  $200,000  and  $250,000,  that  would 
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have  to  be  entirely  taken  out  by  any  losses  before  we  reached  the 
surplus.  He  knew  perfectly  well  at  the  time,  as  I  said  yesterday, 
that  that  bank  was  paying,  without  getting  anywhere  near  its  sur- 
plus, $260,000  a  year,  or  26  per  cent  dividends  on  its  stock.  He  knew 
that  its  solvency  was  unassailable  and  unimpeachable,  and  he  was 
compelled  to  say  so  on  his  oath  in  court  subsequently,  and  so  we  re- 
sponded to  him  regarding  that  as  follows : 

The  loans  of  Charles  C.  Glover,  jr.,  at  this  bank  aggregate  $2,400,  and  are 
secured  by  10  shares  of  Union  Pacific  Railroad  stock ;  10  shares  Northern 
Pacific  Railroad  stock,  and  17  shares  of  Washington  Railway  &  Electric  pre- 
ferred stock,  having  a  total  market  value  of  $4,000.  The  Union  Pacific  and 
Northern  Pacific  stocks  in  this  loan  are  standard  railroad  stocks,  listed  on  the 
New  York  Stock  Exchange,  and  the  Washington  Railway  &  Electric  preferred 
stock  is  a  standard  security  on  our  local  exchange,  which  has  for  years  paid 
."»  i*»r  cent  on  the  par  of  the  stock,  is  cumulative  and  preferred  as  to  all  divi- 
dends, and  is  further  preferred  as  to  assets  of  the  railway  company.  It  has 
l>ehind  it  $6,500,000  of  common  stock  now  paying  dividends  at  the  rate  of  7  per 
'■ent  per  annum. 

Loans  to  William  J.  Flather,  Jr.,  aggregate  $24,880  and  are  secured  by  high- 
class  standard  stocks  and  bonds  having  a  market  value  of  $33,500,  as  follows : 

one  hundred  shares  of  Baltimore  &  Ohio  Railroad  stock;  5  shares  United 
States  Rubber  first  preferred  stock ;  $10,000  par  value  Green  Bay  Railroad  B. 
bonds ;  120  shares  Washington  Railway  &  Electric  preferred ;  10  shares  Norfolk 
k  Washington  Steamboat  stock ;  6  shares  Mergen thaler  Linotype  Co.  stock ;  4 
shares  United  States  Steel  preferred ;  and  30  shares  of  the  stock  of  the  Lowry 
National  Bank,  of  Atlanta,  Ga. 

The  loans  of  Henry  H.  Flather,  the  cashier  of  this  bank,  on  May  18,  1914, 
aggregated  $63,500  and  were  secured  by  high-class  marketable  local  and  out- 
of-town  stocks  and  bonds  having  a  market  value  of  $70,000,  as  follows: 

One  hundred  shares  Security  Storage  stock;  65  shares  Southern  Railway 
preferred  stock:  12  shares  Norfolk  &  Washington  Steamboat  Co.  stock;  150 
shares  Washington  Railway  &  Electric  preferred  stock ;  200  shares  Inspiration 
Consolidated  Copper  stock;  $20,000  Wabash  first  and  extended  4's;  350  shares 
Intercontinental  Rubber  stock;  200  shares  Missouri  Pacific  Railroad  stock;  50 
shares  People's  Gaslight  Co.  of  Chicago  stock;  10  shares  American  Car  & 
Foundry  preferred  stock ;  100  shares  Rock  Island  Railroad  preferred  stock ; 
100  shares  Rock  Island  Railroad  common  stock;  200  shares  St.  Louis  &  San 
Francisco  preferred  stock. 

The  loans  of  Joshua  Evans,  jr.,  assistant  cashier  of  this  bank,  aggregated 
$4,900  and  were  secured  by  recognized  stock-exchange  collateral,  having  a 
ready  market  value  of  $6,740,  as  follows: 

One  hundred  shares  American  Can  stock;  200  shares  Missouri  Pacific  Rail- 
road stock ;  2  shares  Washington  Railway  &  Electric  preferred :  1  share  Lans- 
ton  Monotype  Co.  stock ;  and  $500  Virginia  Railway  first  mortgage  5  per  cent 
bonds. 

The  loans  of  William  J.  Flather,  vice  president  of  this  bank,  aggregated 
$63,800,  secured  by  readily  marketable  local  and  out-of-town  stock-exchange 
collateral  having  a  market  value  of  $81,800,  as  follows : 

Seventy -six  shares  American  Telegraph  &  Telephone  stock ;  130  shares  Lanston 
Monotype  Co.  stock ;  415  shares  Green  Cananea  Copper  Co.  stock ;  118  shares 
American  Security  &  Trust  Co.  stock;  185  shares  Washington  Railway  & 
Electric  Co.  preferred  stock. 

The  loan  to  Mrs.  W.  J.  Flather  amounts  to  $4,506.25  and  has  back  of  it  mar- 
ketable and  high-grade  collateral  to  the  value  of  $6,260,  as  follows : 

Fifty  shares  Baltimore  &  Ohio  Railroad  stock ;  12  shares  United  States  Steel 
preferred  stock ;  $500  Metropolitan  Club  4$  per  cent  bonds. 

This  loan  to  Mrs.  Flather  was  made  to  her  on  her  individual  account  and  on 
securities  which  she  personally  and  individually  owned. 

The  loans  to  Milton  E.  Ailes,  vice  president  of  this  bank,  aggregated  $17,225, 
^ured  by  standard  and  approved  stocks  having  a  market  value  of  $32,000,  as 
follows: 

Kitrhteen  shares  Lanston  Monotype  Co.  stock ;  65  shares  Washington  Railway 
&  Electric  Co.  preferred  stock ;  100  shares  Uniin  Trust  Co.  stock ;  50  shares 
National  Bank  of  Washington  stock. 
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The  loans  to  Mary  E.  Ailes,  wife  (not  daughter)  of  Milton  E.  Ailes,  aggre- 
gated $8,400  and  were  secured  by  115  shares  Washington  Hallway  &  Electric 
preferred  and  $1,000  Potomac  Consolidated  5  per  cent  bonds,  having  a  market 
value  of  $10,500.  The  loan  to  Mrs.  Ailes  was  made  entirely  on  her  individual 
account  and  on  securities  personally  and  individually  owned  by  her. 

Now,  Senator  Henderson,  this  is  in  answer  to  your  question: 

Do  you  know  of  any  reason  why  this  bank  should  not  loan  money  to  the 
persons  whose  names  you  have  mentioned,  so  long  as  such  loans  are  kept  within 
reasonable  limitations  and  are  adequately  secured? 

That  was  fair,  was  it  not?  And  that  is  still,  so  far  as  I  know. 
without  answer,  except  the  kind  of  a  false  impression  answer  that 
he  makes  in  his  public  statement. 

I  read  that  in  answer  to  your  question,  sir. 

Not  only  that,  but  I  will  show  you  another  thing  he  did,  and  he 
kept  doing  it,  even  when  his  attention  was  called  to  it,  when,  if  he 
had  looked  at  liis  examiner's  reports,  he  would  have  seen  it. 

Mr.  Glover,  who,  as  most  of  you  Senators  know,  is  a  man  of 
wealth,  always  kept  very  comfortable  balances  in  the  bank.  He  was 
a  very  rare  borrower.  When  he  borrowed,  he  borrowed  on  securi- 
ties. No  one  has  ever  questioned  the  absolute  safety  of  the  bank. 
For  convenience  he  kept  two  accounts,  both  of  them  belong  to  him, 
but  one  of  them  he  carried  for  domestic  purposes  in  his  wife's  name, 
so  that  Mrs.  Glover  could  check  directly  against  the  account  and 
pay  the  household  bills.  Mrs.  Glover's  account  might  not  have 
money  against  the  checks,  but  the  other  account  was  always  there. 
At  a  time  when  Mrs.  Glover's  account,  on  paper,  showed  an  over- 
draft of  $6,600,  Mr.  Glover's  account,  in  his  own  name — both  of  the 
accounts  belonging  to  him — showed  a  balance  of  $26,000. 

In  1913,  and  Examiner  Hann's  report  so  showed,  there  was  what 
might  appear  to  be  an  overdraft;  and  although  he  was  told  that 
and  it  was  made  perfectly  plain  to  him,  yet  for  the  purpose  of 
creating  a  false  impression  and  for  no  other  purpose  the  comptroller 
would  write,  saving,  "  It  is  noted  that  the  account  of  the  wife  of 
the  president  of  your  bank  is  overdrawn  $6,600."  And  always  his 
attention  was  called  to  the  fact  that  the  very  day  he  claimed  that, 
there  was  $26,000  in  the  other  of  the  two  accounts  which  Mr.  Glover 
kept  at  the  bank. 

Senator  Kendrick.  That  does  not  seem  to  me  to  be  a  fair  state- 
ment. If  both  accounts,  for  instance,  had  been  carried  in  one  name, 
it  would  be  a  different  thing ;  but  I  know  of  any  number  of  husbands 
and  wives  whose  accounts  are  in  different  names  and  they  have  no 
relation  whatever.     I  think  the  witness  does. 

Mr.  Hogan.  I  do,  Senator;  but  you  evidently  misunderstood  when 
I  told  you  that  both  of  these  accounts  were  Mr.  Glover's  accounts 

Senator  Kendrick.  Yes;  but 

Mr.  Hogan.  One  moment,  please,  sir.  Everyone  in  the  bank  knew 
that  the  account  that  Mrs.  Glover  checked  against  was  Mr.  Glover's 
account,  and  the  bank  examiners  knew  that  it  was  a  mere  matter 
of  convenience  and  that  the  other  account  stood  against  it.  If  it 
had  been  an  account  such  as  you  refer  to,  I  would  not  have  made 
the  statement.     I  state  the  facts. 

Senator  Kendrick.  Yes;  but  what  official  evidence  was  there  that 
that  was  true  ? 

Mr.  Hogan.  The  bank  examiners  were  constantly  informed  of  it 
and  reported  it  to  the  comptroller. 
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Senator  Kendrick.  If  that  held  true,  why  was  not  the  overdraft 
protected  by  transfer  of  funds? 

Mr.  Hogan.  That  could  have  been  very  easily  done;  but  as  they 
constantly  knew  that  both  balances  were  there,  it  was  one  of  these 
things  that  nobody  bothered  about  doing. 

Senator  Kendrick.  Assuming  that  is  true,  suppose  that  account 
had  been  drawn  up  to  a  very  limited  amount ;  say  that  Mrs.  Glover's 
account  had  been  overdrawn  for  an  amount  equal  or  exceeding  the 
other.    Would  it  still  be  all  right? 

Mr.  Hogan.  It  never  occurred,  Senator.  I  can  not  assume  a  non- 
existent thing.  I  am  only  telling  you  the  facts;  and  I  am  telling 
you  facts  which  were  made  known  to  the  comptroller. 

Senator  Kendrick.  Your  statement  is  all  right,  and  undoubtedly 
truthful,  but  the  fact  remains  that  it  is  not  regular  for  one  account 
to  offset  another  in  a  different  name. 

Mr.  Hogan.  Ordinarily  that  is  true,  Senator,  but  in  this  case,  as 
the  bank  examiners  knew  and  as  the  comptroller  knew,  and  as  every - 
bodv  in  the  bank  knew,  these  were  both  Mr.  Glover's  accounts. 
They  were  simply  kept  for  that  purpose,  and  I  call  your  attention 
to  the  fact  that  at  the  time  of  the  criticism  there  was  more  than 
$20,000  back  of  the  two  accounts.    That  is  all. 

Senator  Kendrick.  It  was  a  correction  that  Mr.  Glover  should 
have  made  himself.  As  an  illustration,  in  my  own  individual  case, 
-iiv  wife's  own  account  in  the  bank  has  no  more  to  do  with  mine 
than  yours. 

Mr.  Hogan.  That  is  the  difference  between  yours,  Senator,  and 
Mr.  Glover's.  If  your  case  had  been  precisely  what  Mr.  Glover's 
was  I  would  not  have  called  attention  to  the  statement. 

Senator  Kendrick.  I  insist,  however,  that  the  explanation  does 
not  prove  that  the  office  of  the  comptroller  had  any  right  to  recog- 
nize that  fact. 

The  Chairman.  What  is  the  date  of  that,  Mr.  Hogan? 

Mr.  Hogan.  The  time  he  called  attention  to  it,  sir,  was  in  the 
latter  part  of  1914.  The  last  time  he  called  attention  to  it,  the 
time  that  the  bank  examiner  reported  it,  was  in  October,  1914 — no ; 
it  was  in  1915,  the  last  time  he  called  attention  to  it. 

The  Chairman.  What  use  did  the  comptroller  make  of  that  item? 

Mr.  Hogan.  Used  it  to  make  public  comment  on  the  fact  that 
the  account  of  the  wife  of  an  officer  of  the  Riggs  Bank  had  been 
overdrawn. 

The  Chairman.  In  what  way?  Was  it  published  in  any  way  by 
him? 

Mr.  Hogan.  Whether  he  subsequently  published  it  in  connection 
with  these  various  statements  made  at  the  time  of  the  equity  suit, 
I  do  not  know. 

The  Chairman.  It  is  not  a  Very  important  matter,  anyway,  if 
you  do  not  claim  that  thea  comptroller  published  that  item. 

Mr.  Hogan.  It  is  not; "it  is  only  one  drop  in  the  bucket  that 
makes  the  whole  ocean  of  this  thing. 

The  Chairman.  I  assume  that  the  comptroller  and  the  officers  of 
the  bank  knew  that  Mr.  Glover  was  good  for  his  grocery  bills. 

Mr.  Hogan.  You  would  never  assume  it  if  you  read  the  comp- 
trollers report  and  the  comptroller's  statements. 
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The  Chairman.  Probably  he  was  liable  for  those  accounts  that 
Mr.  Glover  contracted,  whatever  they  were;  but,  nevertheless,  it 
might  have  been  a  technically  improper  way  to  keep  accounts. 

Senator  Kendrick.  Mr.  Chairman,  would  you  justify  an  over- 
draft on  any  such  ground? 

The  Chairman.  I  do  not  understand  that  anybody  was  attempt- 
ing to  justify  an  overdraft. 

Senator  Kendrick.  Would  the  comptroller  be  living  up  to  his 
responsibilities  if  he  did  not  call  attention  to  that  overdraft? 

The  Chairman.  It  is  only  the  use  that  the  comptroller  made  of 
that  knowledge. 

Senator  Kendrick.  As  I  understood  the  witness,  all  he  did  was  to 
call  attention  to  it,  to  call  the  attention  of  the  bank  to  it.  Is  not 
that  the  extent  of  his  offense? 

Mr.  Hogan.  The  report  of  the  examiner  which  showed  that  over- 
draft was  made  in  October,  1913.  It  was  customary,  and  the  regular 
conduct  of  the  comptroller's  office,  that  where  there  was  anything 
to  be  criticized,  as  shown  by  a  national-bank  examiner's  report,  the 
comptroller  would  write  a  letter  to  the  bank  as  promptly  as  reason- 
ably might  be  possible  after  the  coming  in  of  the  report. 

The  report  in  this  case  was  made  in  October,  1913.  The  comp- 
troller was  writing  his  animadversions  upon  that  overdraft  in  1915. 
So  that  he  was  not  calling  the  attention  of  the  bank  to  something  he 
wanted  to  be  corrected,  but  was  going  back,  as  he  went  back  as  far  as 
20  years,  to  pick  up  closed  incidents  in  order  to  make  adverse  com- 
ment upon  it. 

The  Chairman.  Just  how  did  he  call  your  attention  to  it  in  1915? 
That  is  what  I  want  to  get  at. 

Mr.  Hogan.  I  will  give  it  to  you. 

The  Chairman.  It  is  not  the  possible  impropriety  of  the  over- 
draft, but  the  use  made  of  it  by  the  comptroller  under  its  circum- 
stances. 

Mr.  Hogan.  I  would  say  to  you  that  a  comptroller  within  a  reason- 
able period,  if  anything  was  reported  by  a  national-bank  examiner, 
if  he  called  those  things,  whatever  they  were,  to  the  attention  of  the 
bank,  he  was  doing  an  entirely  proper  thing 

Senator  Kendrick.  He  could  do  nothing  else  and  fulfill  his  re- 
sponsibility. 

Mr.  Hogan.  Yes;  but  when  he  is  going  back  to  1915  to  write  about 
things  in  1913,  at  least  he  is  a  little  slow,  you  would  say,  in  the  dis- 
charge of  that  responsibility. 

Senator  Frelinghuysen.  Mr.  Hogan,  did  the  practice  continue? 

Mr.  Hogan.  No,  Senator;  that  practice  did  not  continue.  I  can 
not  say,  now,  because  I  have  no  exact  knowledge  of  the  bank's 
ledgers,  that  Mrs.  Glover's  account  was  not  overdrawn  from  time  to 
time,  but  I  will  say  to  you  that  this  was  an  account  by  Mr.  Glover — 
both  accounts — and  he  kept  this  one  for  convenience 

Senator  Frelinghuysen.  Yes;  I  heard  that. 

Mr.  Hogan.  I  can  not  tell  you ;  but  if  the  practice  had  continued 
and  was  in  existence  in  1915,  and  the  comptroller  had  then  made  it 
a  basis  of  some  of  his  animadversions,  as  the  Senator  said,  it  would 
not  have  been  a  matter  of  criticism.  But  the  point  I  am  driving 
home,  if  I  can  do  so,  is  that  in  1915 
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Senator  Fkelinghuysen.  It  is  quite  important  for  me  to  know 
whether  that  practice  continued  or  not. 

Mr.  Hogan.  I  will  find  it  out  for  you,  Senator. 

The  Chairman.  I  assume  that  the  ladies  have  money  in  the  bank 
as  long  as  they  have  blank  checks. 

Mr.  Hooan.  We  have  had  that  occur,  Senator. 

Senator  Frelinghuysen.  I  do  not  assume  that  at  all. 

Senator  Fletcher.  When  they  pverdraw  they  ask  for  another 
book. 

Mr.  Hogan.  On  March  9,  1915,  on  that  subject,  he  says  this : 

At  the  time  of  this  same  examination,  October,  1913,  among  the  OVER- 
DRAFTS— 

Which  is  put  in  capitals — 


which  the  bank  was  carry i np  was  one  of  Mrs.  O.  C.  Glover,  wife  of  the  president 
of  the  bank,  of  $6,652.03. 

That  is  in  1915.  If  there  were  overdrafts  in  1915  that  were  sub- 
ject to  criticism,  of  course  hiev  should  have  received  the  criticisms. 

•  •  • 

That  is  my  position  on  that.  Senator.  But  would  you  consider  it 
reasonable  official  expedition  if  the  comptroller  in  March,  1915,  was 
calling  attention  for  the  purpose  of  correction  of  what  appeared  in  an 
examiner's  report  in  October,  1913  ? 

Senator  Henderson.  Was  there  any  overdraft  of  Mrs.  Glover  in 
1015  when  that  letter  was  written  ? 

Mr.  Hogan.  Not  that  I  know  of.  I  almost  assume  to  say  that  there 
was  not,  but  I  will  make  that  sure  for  you,  Senator. 

We  responded  to  that  as  follows : 

Among  other  things  you  say : 

"At  the  time  of  this  same  examination.  Octoher,  1913,  among  the  OVER- 
DRAFTS which  the  hank  was  carrying  was  one  of  Mrs.  C.  C.  Glover,  wife  of 
the  president  of  the  hank,  of  $6,652.03." 

The  bank  examination  to  which  you  refer  occurred  on  Octoher  15,  1913,  and 
affaire  relating  to  it  were  closed  by  your  office  more  than  a  year  ago.  We  have 
reason  to  believe  that  you  have  exact  knowledge  as  to  the  status  of  this  over- 
draft, which  is  sufficient  to  relieve  of  any  just  criticism.  The  facts  were  that 
Mr.  Glover  then  maintained  and  still  maintains  two  accounts  in  the  Riggs 
National  Bank,  one  in  the  name  of  Mrs.  Glover,  for  household  and  personal 
expenses,  and  the  other  a  business  account  in  his  own  name.  Both  accounts 
belonged  to  him.  On  the  day  when  this  overdraft  in  the  account  standing  in  the 
name  of  Mrs.  Glover,  amounting  to  $6,652.03  was  reported,  there  stood  to  Mr. 
Glover's  credit  in  his  other  account  the  sum  of  $28,412.02,  so  that  treated  as 
practically  a  single  account,  there  was  no  overdraft  at  all. 

Senator  Fletcher.  Is  not  that  letter  of  1915  the  first  time  the 
comptroller  had  called  attention  to  the  overdraft? 

Mr.  Hogan.  Of  Mrs.  Glover? 

Senator  Fletcher.  Yes. 

Mr.  Hooax.  I  will  answer  that  in  a  minute,  Senator.  [After  re- 
ferring; to  a  book.]     Yes,  sir. 

Now,  not  for  the  world  would  I  bring  into  my  statement  to  the 
Senators  here  anything  of  a  politically  partisan  character,  but  merely 
that  you  may  see  that  that  situation  is  not  the  comptroller's  situa- 
tion, let  me  call  your  attention  to  two — one  fairly  amusing,  both 
interesting — incidents  on  that  subject. 

As  you  Senators  know,  banks  throughout  the  country  maintain 
agencies  here  in  the  city  of  Washington.    The  law  requires  that 
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banks  maintain  someone  to  represent  them  at  the  destruction  and 
maceration  of  returned  currency,  and  there  has  always  been  here 
national  banking  agencies.  The  Rig£?s  National  Bank  customarily 
through  Mr.  Ailes  represented  the  affairs  of  several  hundred,  if  I  am 
not  jnistaken.  I  think  I  would  be  safe  and  conservative  in  saying 
as  many  as  2.000  national  banks,  at  Washington.  He  transacted 
business  which  the  National  Banking  Agency  would  transact  for 
these  correspondent  banks  throughout  the  country.  I  think  I  reflect 
upon  the  administration  of  no  Government  office,  either  now  or  at  any 
time  in  the  past,  when  I  say  that  in  the  great  routine  of  correspond- 
ence that  goes  through  a  big  office  like  that  of  the  Comptroller  or 
the  Secretary,  necessarily  there  frequently  occur  delays,  and  some- 
times when  an  entry  might  be  sent  to  a  busy  office  and  that  entry 
micrlit  not  be  responded  to  with  that  promptness  that  in  a  less  busy 
office  or  business  house  would  characterize  the  handling  of  corre- 
spondence. So  that  frequently  when  matters  of  routine  needed  to 
be  attended  to  by  banks  they  telegraphed  their  agents  here  who,  with 
the  minimum  of  difficulty  and  a  minimum  of  time  could  go  into  the 
Treasury  Department  and  go  directly  to  the  person  in  charge  and 
receive  the  information  which  they  were  entitled  to  receive  and  trans- 
mit it  to  the  banks.     One  bank  wrote  to  the  Riggs  Bank  asking  for 

some  information 

Senator  Fletcher.  Did  the  Riggs  Bank  keep  a  man  there  in  the 
office  all  the  while? 

Mr.  Hogan.  Over  in  the  comptroller's  office? 
Senator  Fletcher.  Yes. 

Mr.  Hogan.  No,  Senator.  Have  you  in  mind  that  lady  who  was 
in  the  office  of  the  comptroller — Miss  Taylor? 

Senator  Fletcher.  I  do  not  know  anything  about  the  personnel, 
but  I  remember  something  was  said  that  it  had  been  the  practice 
of  the  bank  to  have  a  representative  in  the  comptroller's  office  for 
some  years,  and  that  it  had  been  discontinued  by  Comptroller 
Williams,  I  believe. 

Mr.  Hogan.  Yes,  sir.  That  was  another  half-truth.  I  digress 
here  in  what  I  am  looking  for  to  tell  you  the  facts  about  that. 

Senator  Fletcher.  I  did  not  know  but  that  was  the  same  agent 
that  you  had  reference  to. 

Mr.  Hogan.  No,  Senator.  The  law  requires,  absolutely  manda* 
torily  requires,  that  national  banks  keep  a  representative  or  some 
one  to  represent  them  here  in  the  Treasury  Department  at  the  de- 
struction of  returned  mutilated  national  bank  currency.  If  every 
bank  kept  a  separate  individual  here  you  would  have  to  build  another 
annex  on  the  Treasury  Department,  of  course,  because  there  are 
about  8,000  national  banks.  So  that  the  banks,  to  minimize  the  ex- 
pense of  compliance  with  that  requirement,  get  together  and  one 
agency  will  have  one  employee,  which  makes  it  a  nonburdensome 
thing  and  a  satisfactory  thing  to  do.  There  was  in  the  employ-  of 
these  banks,  represented  by  the  National  City  Bank  in  New  York, 
a  Miss  Taylor.  I  want  to  be  sure  of  her  name.  It  is  a  matter,  now, 
of  court  record.  Her  name  was  Miss  Lqtta  M.  Taylor.  She  was 
employed  by  the  banks  to  perform  this  function. 

Just  to  call  your  attention  to  it,  because  I  do  not  need  to  say  it  to 
the  Senators  who  are  familiar  with  the  law,  live  times  each  year  the 


NOMINATION   OF   JOHN   SKBLTON   WILLIAMS.  93 

national  banks  art  required  to  make  a  report  of  their  condition,  and 
that  report  is  public  in  its  nature,  and  not  only  is  customarily,  but 
must  under  the  law,  be  published  in  newspapers  throughout  this 
country.  Then  all  those  reports  are  sent  to  Washington,  and  any- 
one who  desires  to  get  the  statistical  public  information  which  is  thus 
required  by  law  to  be  made  public  could,  of  course,  in  time  get  the 
reports  of  all  the  newspapers  of  those  8,000  banks  and  have  them  sent 
into  the  bank  and  take  off  the  results. 

The  National  City  Bank  of  New  York,  having  Miss  Taylor  cm- 
ployed  here  in  this  department,  where,  bv  law,  she  was  not  only 
entitled  to  be  employed  and  to  perform  her  functions  but  was  required 
to  be  employed,  arranged  wTith  Miss  Taylor  for  a  nominal  com- 
pensation, $540  a  year — which  I  mention  to  show  the  unimportance  of 
the  character  of  the  work — and  with  the  consent  of  the  Comptroller 
of  the  Currency  abstracts  were  sent  out  of  these  absolutely  public 
statistics. 

By  courtesy  of  the  Comptrollers  and  Deputy  Comptrollers  of  the 
Currency  during  the  five  times  of  the  year  that  Miss  Taylor  made 
those  abstracts  she  was  allowed  to  use  a  desk  in  the  comptroller's 
office. 

When  Mr.  Williams  came  into  public  office  he  and  Mr.  McAdoo,  I 
believe,  who  both  had  part  in  this,  discovered  that  Miss  Taylor  was 
there  taking  off  these  statistics  and  immediately  there  was  issued  to 
the  public  press  a  statement  which  brought  in  the  names  of  the 
National  City  Bank,  the  Riggs  National  Bank,  and  Milton  E.  Ailes 
to  the  effect  that  a  woman  employed  by  these  banks  had  been  kept 
in  the  Treasury  Department  and  had  been  allowed  to  get  information, 
and  that  that  condition  was  no  longer  tolerated  by  those  then  admin- 
istering the  department. 

Later  on,  when  the  equity  suit  was  filed,  Mr.  Wiliams  put  in  his 
sworn  affidavit  the  statement  that  when  it  was  discovered  that  Miss 
Taylor  was  doing  this  work  the  Secretary  of  the  Treasury  expelled 
her  from  the  department — a  poor  little  woman  making  a  meager 
Living  down  here.  The  newspapers  throughout  the  country,  prior  to 
that  time,  had  referred  to  this  perfectly  astounding  thing  that  the 
banks  had  somebody  right  in  the  Treasury,  and  this  inconspicuous 
little  clerk  was  denominated,  as  a  result  of  the  publications  given  out 
by  Mr.  Williams  and  his  chief,  Mr.  McAdoo,  the  u  Delilah  of  Wall 
Street"  in  the  public  press. 

Mr.  Williams,  as  I  say,  in  his  equity  suit,  swore  that  this  woman 
had  been  expelled  from  the  Treasury.  He  swore  to  that  in  May, 
1916,  and  included  as  part  of  his  return  the  affidavit  of  another  gen- 
tleman who  made  the  same  statement.  When  those  statements  were 
made  we  had  no  right,  under  a  strict  rule  of  law,  to  respond  to  them 
in  the  equity  suit.  This  was  so  unfair  and  created  so  false  an  im- 
pression, and  he  knowingly  created  it,  so  that  I  personally  insisted 
that  Mis  Taylor  deserved  her  day  in  court.  I  thought  that  was  just 
the  ordinary  decent  thing  to  allow  Miss  Taylor  to  appear  and  testify, 
and  Mr.  Justice  McCoy  quite  evidently  agreed,  because  upon  my 
application  he  permitted  me  to  file  in  May,  1916,  a  year  and  a  half 
or  maybe  two  years  after  she  was  "  expelled,"  as  these  gentlemen 
phrased  it,  an  affidavit  made  by  Miss  Taylor,  in  which  affidavit, 
which  is  part  of  the  public  re^rds,  are  shown  the  facts  as  I  have 
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narrated  them  and  it  shows  the  fact  that  at  that  time  she  was  still 
in  the  Treasury  Department.  She  was  still  performing  her  duties 
in  the  Treasury  Department. 

Senator  Cau>er.  In  May,  1916  ? 

Mr.  Hogan.  Yes,  sir;  and,  as  far  as  I  know,  she  there  to-day. 
Even  Comptroller  Williams  could  not  expel  her  from  the  Treasury 
Department  is  he  wanted,  because  the  law  of  the  land  gave  her  the 
right  to  be  there,  and  the  only  thing  they  had  done  and  out  of  which 
they  attempted  to  make  capital  was  to  pi-event  her  from  making  a 
statistical  digest  for  the  National  City  Bank  of  New  York,  who 
needed  these  statistics  for  the  guidance  of  correspondent  banks  and 
which  must  have  been  exceedingly  valuable.  This  is  the  only  thing 
they  did.  They  inconvenienced  that  one  bank  and  deprived  this 
lady  of  making  that  little  extra  compensation,  but  from  that  day  on, 
which  she  so  says  in  her  affidavit,  although  they  held  that  she  had 
been  put  out  of  the  Treasury  Department,  she  has  been  there  per- 
forming her  functions,  although  he  heralded  the  fact  that  the  Sec- 
retary of  the  Treasury  had  expelled  her  from  the  Treasury. 

The  Chairman.  When  you  say  "  heralded,"  do  you  mean  that  that 
was  published? 

Md.  Hogan.  Oh,  in  every  paper.  It  was  made  out  one  night  and 
newspaper  men  were  summoned  to  the  office  and  every  paper  in  the 
country  carried  it.     You  can  see  the  impression  it  created. 

The  Chairman.  Does  a  copy  of  that  publication  occur  anywhere 
in  the  records? 

Mr.  Hogan.  Yes,  sir;  in  the  equity  suit  record. 

The  Chairman.  If  it  will  not  be  too  much  trouble  I  wish  you 
would  get  it.  i 

Mr.  Hogan.  I  will  do  that,  sir.  But,  as  I  say,  this  statement  in 
the  affidavit,  which  it  is  easy  to  turn  to  here,  that  Miss  Taylor  had 
been  expelled  from  the  Treasury  Department 

Senator  Fletcher.  Was  she  the  agent  that  you  spoke  of  that 
looked  after  the  destruction  of  mutilated  bills? 

Mr.  Hogan.  She  was  in  1916,  when  these  statements  were  made; 
yes,  Senator.    Whether  she  is  to-day  I  do  not  know. 

Senator  Fletcher.  That  is  her  function  there  ? 

Mr.  Hogan.  That  is  her  function  there.     I  have  her  affidavit  here. 

Senator  Fletcher.  Does  that  make  it  necessary  for  her  to  be  there 
all  the  time  and  have  a  desk  there  ? 

Mr.  Hogan.  I  so  understand ;  but  suppose  I  let  her  answer. 

I  read  from  the  affidavit  of  Miss  Lotta  M.  Taylor,  the  date  of 
which  is  the  17th  of  May,  1915 : 

I.  Lotta  M.  Taylor,  a  resident  of  the  city  of  Washington,  D.  C,  being  first 
duly  sworn  according  to  law,  on  oath  say  1  am  employed  by  the  National  City 
Bank  of  New  York  City,  and  have  been  so  employed  for  more  than  10  years 
last  past;  my  duties  are  to  count  and  examine  the  worn  and  mutilated  notes 
of  the  national  banks  throughout  the  country  which  are  correspondent  banks 
of  and  represented  by  the  National  City  Bank  of  New  York,  which  notes  come 
to  the  Treasury  of  the  United  States  for  redemption. 

I  am  now.  and  for  more  than  10  years  past  have  been,  daily  discharging 
my  duties  in  the  office  of  the  Comptroller  of  the  Currency  of  the  United 
States  in  the  city  of  Washington  in  the  main  building  of  the  United  States 
Treasury  Department  at  that  city;  I  am  advised  that,  under  the  law,  my 
employer  is  required  to  have  an  employee  in  the  capacity  in  which  I  serve 
at  the  Treasury  Department  and  discharge  the  duties  which  devolve  upon 
me ;  my  salary  is  paid  by  the  National  City  Bank. 
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There  has  been  exhibited  to  me  an  exhibit  filed  in  this  case,  known  as 
Exhibit  No.  1  to  an  affidavit  made  by  one  James  Trimble,  which  exhibit  pur- 
ports to  be  a  copy  of  a  communication  from  the  said  James  Trimble,  a 
national-bank  examiner,  addressed  to  the  Comptroller  of  the  Currency,  and 
dated  May  28,  1914,  in  which  the  following  statement  is  made : 

"Miss  Lotta  M.  Taylor  was  formerly  the  National  City  Bank's  clerk  in  the 
Treasury  Building,  whose  duty  it  was  to  compile  statistics  of  national  banks 
after  each  report  of  condition.  She  is  still  employed  in  this  city  in  work 
for  the  National  City  Bank,  but  not  in  the  Treasury  Building.1* 

That  statement  is  false,  but  let  me  say  for  Mr.  Trimble  that  I 
do  not  think  it  is  intentionally  false.  That  statement  might  well 
have  been  based  upon  the  statements  which  the  comptroller  had 
previously  given  to  the  press. 

Now,  Miss  Taylor  continues : 

I  say,  on  oath,  that  the  foregoing  statement  is  untrue,  and  that  on  May  18, 
1914,  the  date  of  said  exhibit,  I  was  employed  by  the  National  City  Bank, 
not  only  in  the  city  of  Washington,  but  "  in  the  Treasury  Building,1'  and  was 
then  and  am  now  on  duty  in  the  office  of  the  Comptroller  of  the  Currency  in 
said  building,  and  that,  long  prior  to  that  date,  and  ever  since  that  date,  I 
have  been  employed  by  the  National  City  Bank  not  only  in  the  city  of  Wash- 
ington, but  "  in  the  Treasury  Building." 

When  Mr.  Williams  put  that  exhibit  in  the  equity  suit  he  knew  one 
of  two  things — he  either  knew  that  Lotta  Taylor  was  still  employed 
in  the  Treasury  Building  or  that  information  was  so  accessible  to 
him  that  it  is  hardly  possible  to  characterize  a  sworn  statement  to  the 
contrary  which  an  officer  of  the  Government  filed  in  court;  and, 
secondly,  if  he  did  not  know,  his  counsel  knew  that  at  the  preliminary 
hearing  that  was  then  attracting  wide  public  attention,  as  of  right  we 
could  not  put  Miss  Taylor's  affidavit  in.  And,  Senator,  when  I 
endeavored  to  file  this  affidavit,  which  was  an  ordinary  common  piece 
of  justice  to  this  little  woman,  Samuel  Untermyer,  of  New  York, 
representing  John  Skelton  Williams,  strenuously  objected  to  its  being 
received,  and  the  court  let  it  be  filed. 

I  am  informed  and  believe  that  statements  have  been  made  and  filed  in 
exhibits  in  this  case,  from  which  an  inference  may  be  drawn  that  I  was 
required  by  my  employment  to  seek  and  furnish  my  employer  information  that 
It  was  not  proper  for  it  to  have,  or  which  was  not  of  a  public  character  and 
available  to  anyone  seeking  it.  I  say  that  never  in  my  life  have  I  furnished 
the  National  City  Bank,  or  anyone  for  it,  any  Information  obtained  at  the 
Treasury  Department,  except  the  statistics  drawn  from  abstracts  of  national- 
bank  reports  which  had  long  before  I  tabulated  the  same  been  published  in 
daily  newspapers,  and  I  say  that  I  was  never  asked,  directly  or  indirectly,  by 
the  National  City  Bank,  or  anyone  in  their  behalf,  to  tabulate,  seek,  obtain,  or 
furnish  to  it,  or  to  anyone  for  it,  any  other  information  or  thing  whatsoever. 
The  Inferences  to  the  contrary  which  it  has  been  sought  to  convey  in  this 
suit  and  elsewhere  are  entirely  false. 

Specifically  referring  to  the  statement  contained  in  the  affidavit  of  Mr. 
William  G.  McAdoo.  filed  in  this  case,  in  which  it  is  stated,  "Miss  Taylor 
was  a  clerk  in  the  employ  of  the  National  City  Bank,  who  formerly  had  an 
office  in  the  Treasury  Building,  and  whose  duty  it  was  to  compile  statistics 
of  national  banks  after  each  report  of  condition  •  •  •  and  that  she  was 
given  facilities  for  making  advance  reports  *  *  *,"  I  say  that  this  state- 
ment is  misleading.  As  heretofore  stated,  I  not  only  "  was,"  but  I  still  am  an 
employee  of  the  National  City  Bank,  and  I  not  only  "  formerly  "  discharged 
my  duties  for  that  bank  "in  the  Treasury  Building,"  but  I  still  do  so. 
I  deny  that  I  was  given  "  facilities  for  making  advance  reports,"  but  repeat 
that  he  said,  prior  to  the  action  taken  by  the  Secretary  of  the  Treasury  on 
April  23,  1913,  and  referred  to  by  Mr.  McAdoo  in  his  affidavit,  I  was  five 
times  each  year,  after  the  publication  by  national  banks,  as  required  by  law, 
of  their  reports  as  to  condition,  permitted  the  convenience  of  using  a  desk 
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at  which  I  made  up  a  statement  of  the  figures  contained  in  the  reports  which 
had  been  theretofore  published.  No  other  convenience  was  ever  permitted  to 
me,  and  the  withdrawing  from  me  the  privilege  of  using  that  desk  and 
making  up  that  statement  simply  deprived  me  of  a  part  of  my  livelihood  and, 
so  far  as  the  National  City  Bank  is  concerned,  only  required  that  it  obtain 
in  some  other  way  information  which  is  obtainable  to  it  and  to  the  public 
generally. 

Again  specifically  referring  to  the  affidavit  of  Mr.  John  S.  Williams,  filed 
in  this  case,  and  to  page  22  of  the  printed  copy  thereof,  I  say  that  the  state- 
ment there  made,  that  I  was  expelled  from  the  Treasury  Department,  is,  as 
hereinbefore  fully  shown,  utterly  untrue. 

That  is  signed  by  Lotta  M.  Taylor  and  sworn  to  before  a  notary 
public. 

(Senator  Fletcher  having  left  the  room.)  With  that.  Senator 
Fletcher  has  gone. 

That  is  the  story  upon  which  was  based  an  officially  issued  public 
statement,  first,  that  the  National  City  Bank  was  receiving,  and  the 
Riggs  National  Bank  had  an  employee  there  and  received  advance 
intormation,  and  upon  which  was  filed  an  affidavit  saying  that  this 
little  woman,  earning  her  livelihood  by  tabulating  what  you,  Senator, 
and  you,  Senator,  and  you,  Senator,  had  an  absolute  right  to  and 
was  public  information  which  the  law  required  to  be  published,  and 
upon  which  she  was  held  up  throughout  the  country 

The  Chairman.  Was  that  affidavit  ever  controverted  ? 

Mr.  Hogan.  No,  sir.  It  never  was.  And  until  somebody  suggested 
a  few  moments  ago  to  Senator  Fletcher  that  he  ask  me  about  it,  they 
never  even  mentioned  Lotta  Taylor.  They  left  Lotta  Taylor  severely 
alone. 

I  had  not  intended  to  refer  to  that.  I  am  glad  I  have  been  asked 
about  it,  however,  because  it  was  merely  another  page  in  the  history 
of  what  you  are  now  asked  to  believe  was  coincidental  misrepresenta- 
tion. You  are  now  asked  to  believe  that  this  thing  had  absolutely 
nothing  to  do#writh  the  facts,  that  Ailes  and  Flather  were  the  only 
two  national  banking  officers  who  came  before  the  Senate  Committee 
and  opposed  Williams's  confirmation. 

When  I  digressed  at  the  request  of  Senator  Fletcher  I  said  that  I 
wanted  to  showT  you  the  ordinary  routine  things,  that  there  was 
nothing  hidden  about  at  all,  were  seized  upon  as  a  basis  of  verbal 
castigation,  and  also  seized  upon  in  two  instances,  one  affirmative 
and  one  negative,  to  bring  a  partisan  political  atmosphere  into  this 
correspondence. 

In  August,  1914,  the  Security  National  Bank  of  Minneapolis, 
Minn. — you  gentlemen  will  not  overlook  that  date — August  11,  1914. 
The  war  had  started.  The  stock  exchange  was  closed.  The  financial 
condition  of  this  country  was  uncertain.  Bankers  were  conserving 
their  resources;  they  were  getting  ready  to  meet  situations  that  might 
have  been  perilous  in  their  nature.  The  Federal  reserve  act,  that  bul- 
wark of  our  finances  during  the  war,  and  the  Aldrich-Vreeland  emer- 
gency currency  act,  which  put  the  public  on  notice  that  if  currency 
was  wanted  currency  should  be  had,  saved  the  situation  that  would 
otherwise  have  been  financially  chaotic  and  panicky,  and  at  that  time 
national  banks  throughout  this  country  were  seeking  to  put  them- 
selves with  all  rapidity  into  the  position  of  being  able  to  meet  any 
conditions  which  might  arise. 
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Among  others,  the  Security  National  Bank  of  Minneapolis,  Minn., 
telegraphed  to  the  Riggs  National  Bank,  a  telegram  which  was  far 
from  having  anything  secretive  in  it,  and  Mr.  Ailes's  secretary,  Mr. 
Vass,  immediately  took  over  the  telegram  and  left  it  in  the  comp- 
troller's hands.    This  is  the  telegram : 

We  have  deposited  securities  with  local  currency  association  and  understand 
all  AldTieh-Vreeland  notes,  already  printed  for  this  hank,  have  been  forwarded 
to  Chicago. 

Please  advise  us  whether  our  notes  are  being  printed  and  when  they  will  be 
completed. 

We  desire  to  secure  additional  circulation  as  speedily  as  possible  up  to 
limit  on  commercial  paper,  which  is  $900,000. 

We  are  telegraphing  you  thinking  can  get  information  quicker  than  through 
deittrtment. 

That  telegram  was  sent  over  to  the  comptroller's  office.  The  comp- 
troller, on  August  11,  1914,  picked  that  out,  and  he  responded : 

In  regard  to  the  closing  paragraph  in  the  above  telegram,  you  are  respect- 
fully requested  to  inform  the  bank  from  which  you  received  the  foregoing  mes- 
sage that  they  err  in  assuming,  as  they  do,  that  the  Riggs  National  Bank  "  can 
pet  information  quicker  than  through  the  department  "  ;  that  the  Riggs  National 
Bank  enjoys  no  preference  or  undue  favors  from  this  department ;  and  that  you 
are  informed  by  the  Comptroller  of  the  Currency  that  it  is  the  aim  of  this 
office  that  all  official  communications  and  requests  shall  be  promptly  cared  for 
in  the  order  of  their  receipt,  having  a  due  and  proi>er  regard  for  those  which 
may  for  any  good  reason,  appear  to  be  urgent. 

And  now — 

I  am  quite  aware  that  the  notion  has  been  prevalent  in  the  past  that  the 
Hijrgs  National  Bank  "  can  get  information  quicker  than  through  the  depart- 
ment," and  under  the  conditions  previously  existing  this  supposition  seems  to 
have  found  some  foundation,  but  the  banks  of  this  country  are  now  being  dealt 
with  by  this  office  justly,  impartially,  and  without  regard  to  certain  Influences 
which  at  one  time,  under  another  administration,  were  so  freely  exercised. 
ResiRH'tfully, 

Jno.  Skklton  Williams. 
Comptroller  of  the  Currency. 

In  the  correspondence  that  I  read  to  you  this  morning  the  comp- 
troller referred  to  a  gratuitous  suggestion  of  the  bank.  I  now  call 
your  attention  to  the  gratuitous  slur  upon  his  predecessors. 

You  remember,  Senator  Newberry,  Lawrence  O.  Murray,  who  for 
more  years  perhaps  than  any  other  comptroller  sat  in  that  office. 
You  knew  his  high  mindedness,  his  clean  American  type.  The  last 
time  I  heard  of  that  man  who  has  given  so  much  of  his  time  to 
public  service,  he  was  over  there  in  France,  away  beyond  the  mili- 
tary age,  helping  in  every  way  he  could,  in  welfare  work,  for  the 
boys  of  our  country.  You  knew  him  well.  You  knew  the  adminis- 
tration of  his  office. 

That  is  only  one  instance  of  the  gratuitous  slurring  character  of 
the  references  made  by  John  Skelton  Williams  to  that  honorable, 
decent,  and  clean  predecessor  in  his  office.  That  was  bringing  poli- 
tics into  it.  Xow  let  me  show  you  where  he  brought,  or  tried  to 
bring  politics  into  the  situation  and  got  more  than  he  was  looking 
for,  and  adopted  this  half-truth  method. 

The  Chairman.  Will  you  suspend  a  moment,  Mr.  Hogan? 

Mr.  Hogan.  Certainly. 

Senator  Henderson.  I  have  got  to  go.  Senator. 
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« 

The  Chairman.  I  know ;  we  will  all  have  to  go  pretty  soon.  We 
will  continue  until  quarter  of  12,  and  then  adjourn  until  half  past 
2,  if  there  is  no  objection. 

Mr.  Hogan.  In  the  course  of  this  correspondence,  as  I  said  yes- 
terday, going  from  one  subject  to  another,  it  occurred  to  the  Comp- 
troller of  the  Currency,  Mr.  Williams,  that  he  would  get  informa- 
tion regarding  loans  made  by  the  Biggs  National  Bank  to  officers 
of  the  Government,  specifically  to  officers  of  the  Treasury  Depart- 
ment. He  was  exceedingly  careful  to  limit  his  inquiry  at  first  to 
officers  of  the  Treasury  Department  who  had  done  business  with 
the  Riggs  National  Bank  the  preceding  10  years.  You  see.  by  limit- 
ing it  to  10  years,  or  from  1904  on,  there  was  little  possibility,  ap- 
parently, in  his  contemplation,  of  his  getting  the  name  of  any  of- 
ficer of  the  Treasury  Department  who  had  served  in  that  depart- 
ment during  an  administration  of  Mr.  Williams's  party;  but  using 
language  that  was  a  little  broad,  he  covered  too  much  territory,  and 
then  I  will  show  you  how  he  covered  up  the  fact  that  he  drew 
out 

Senator  Kendrick.  Mr.  Chairman,  before  the  witness  proceeds  I 
would  like  to  ask  a  question. 

The  Chairman.  Certainly. 

Senator  Kendrick.  He  has  indicated  by  his  statement  that  this 
statement  by  the  comptroller  in  regard  to  a  former  administration 
was  intended  to  reflect  upon  the  integrity  of  that  administration.  I 
do  not  believe  that  that  naturallv  follows,  and  I  ask  the  witness,  is 
it  not  true  that  there  was  reason  to  believe,  as  the  comptroller  said 
in  his  statement,  that  there  had  been  opportunities  for  the  Riggs 
National  Bank  to  secure  information  more  promptly  than  through 
other  sources?    Was  not  that  statement  true? 

Mr.  Hogan.  No:  I  do  not  think  so.  I  do  not  think  so.  I  will  say 
to  you,  Senator,  that  you  or  I  here  on  the  ground,  if  we  represented 
national  banks  throughout  the  country  and  went  over  to  the  proper 
official  we  would  get  equal  treatment.  I  assume  any  national-bank 
agency  was  treated  equally. 

Senator  Kendrick.  Had  there  not  been  something  of  a  general 
understanding  throughout  the  country  among  the  banks  that  that 
was  so  ? 

Mr.  Hogan.  I  do  not  know.  I  can  not  answer  for  what  the  gen- 
eral understanding  was,  but  I  should  say  no.  I  assume,  in  the 
absence  of  any  facts,  that  the  banks  in  this  country  understood  the 
entire  integrity  of  the  public  officials  until  and  unless  there  was 
something  to  reflect  upon  the  public  officials.  I  personally  knew  a 
man  who  was  Comptroller  of  the  Currency  prior  to  Mr.  Williams's 
taking  the  office,  and  I  knew  his  unimpeachable  character.  I  knew 
that  the  discharge  of  the  duties  of  his  office  were  without  regard  to 
politics. 

But  what  I  call  your  attention  to,  Senator,  is  this :  He  did  not  say 
simply  that  there  was  an  understanding  that  the  Riggs  Bank  could 
get  information  more  promptly  than  other  banks,  but  he  referred 
to  influences,  as  I  read  to  you  a  moment  ago,  that  had  worked  tQ 
that  end  and  which  this  administration  had  changed. 

Senator  Kendrick.  I  do  not  understand  that  that  was  any  reflec- 
tion upon  any  official  in  the  office.    I  do  not  think  that  is  a  reflection 
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upon  the  integrity  of  such  official.    That  might  occur  easily  without 
the  knowledge  of  an  officer  of  the  Government. 

Mr.  Hogan.  I  have  read  to  you,  Senator,  his  language.  The  in- 
ference to  be  drawn  from  that  language,  of  course,  by  reasonable 
minds  may  reasonably  differ.  I  draw  the  inference  which  I 
have  already  given,  and  I  have  given  you  his  language,  and  if  the 
Senators  on  this  committee  can  say  that  that  language  was  not  a 
reflection,  a  direct  reflection,  on  the  predecessors  of  Mr.  Williams  in 
office,  then  those  Senators  differ  with  my  inference. 

The  Chairman.  Is  there  anything  in  the  record  that  indicates 
any  attempt  on  Mr.  Williams's  part  to  verify  the  inference  which 
you  draw,  that  he  had  used  half  truths  and  intended  to  give  to  his 
assumption  of  office  an  integrity  that  did  not  belong  to  his  prede- 
cessors? 

Mr.  Hooan.  The  whole  record,  Senator 

The  Chairman.  Did  Mr.  Williams  put  anything  in  the  record  to 
substantiate  his  insinuation  that  there  had  been,  prior  to  his  assump- 
tion of  the  office  of  comptroller,  any  undue  influence  ? 

Mr.  Hooan.  None  at  all — on  two  occasions  you  will  find  them. 
One  I  have  read  to  you,  and  on  another  occasion  on  which  he  said 
that  after  Comptroller  Murray  came  into  office  the  Riggs  National 
Bank  apparently  was  allowed  to  do  what  it  wanted. 

Whenever  he  made  one  of  those  vicious  charges  against  anybody 
and  was  asked  to  state  facts — I  say  "whenever."  Let  me  modify 
that.  Customarily  he  did  what  I  showed  vou  this  morning,  and  he 
said.  "  Your  artless  inquiry  is  appreciated." 

The  Chairman.  We  will  not  take  any  more  time  on  that  point. 

Senator  Freijnghuysen.  May  I  frame  a  question  ? 

The  Chairman.  Certainly. 

Senator  Frelinghuysen.  Is  there  anything  in  the  record  which 
shows  undue  favoritism  by  previous  administrations  to  the  Riggs 
Bank  or  any  other  bank? 

Mr.  Hogan.  There  is  not.  There  is  nothing  upon  which  to  found 
the  statement  that  he  wrote,  and  his  writing  that  to  this  bank  was 
simply  one  of  various  things  that  he  did  in  that  way.  It  did  not 
make  any  difference.  Senator  Frelinghuysen,  what  the  subject  was. 
Invariably  he  turned  it  that  way.  All  that  was  intended  by  that 
perfectly  open  telegram  was  the  obvious  fact  that  somebody  here 
i»n  the  ground  could  go  right  over  to  the  Treasury  and  could  prob- 
ably get  information  more  quickly  than  if  a  communication  was  sent 
to  the  department  It  goes  to  the  mail  room  and  the  file  room  and 
through  the  various  clerks,  and  comes  back.  That  is  all  it  was 
based  on. 

He  wrote  to  the  bank  on  November  24,  1914 

Senator  Newberry.  Pardon  me.  This  is  a  new  topic,  I  assume. 
May  I  suggest  that  you  bring  it  up  at  half-past  2 ;  it  is  a  quarter  of 
12  now? 

The  Chairman.  The  committee  will  take  a  recess  until  half-past  2 
ox-lock  this  afternoon. 

(Whereupon,  at  11.45  o'clock  a.  m.,  the  committee  took  a  recess 
until  2.30  o'clock  p.  m.) 
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AFTERNOON  SESSION. 

The  committee  reconvened,  pursuant  to  the  taking  of  the  recess, 
at  2:30  o'clock  p.  in. 

» 

STATEMENT  OF  ME.  FRANK  J.  HOGAN— Resumed. 

Mr.  IIooan.  Senators,  at  recess  I  had  read  to  you  the  charge  of 
influences  in  the  Treasury  having  favored  the  Riggs  National  Bank, 
which  was  contained  in  the  part  of  the  letter  brought  out  by  a  tele- 
gram from  a  Minneapolis  bank  which  had  been  transmitted  to  the 
comptroller's  office.  This  matter  I  am  now  about  to  bring  to  your 
attention  is  not  important  except  as  indicating  what  I  have  already- 
said  to  you,  the  willingness  to  bring  politics  into  the  administration 
of  his  office,  and  the  characteristic  of  suppressing  facts  when  they 
did  not  suit  him. 

Mr.  Williams,  among  other  things,  as  I  said  before,  shot  at 
in  connection  with  Riggs  Bank,  suddenly  got  off  on  the  question  not. 
of  any  loans  then  in  the  bank,  not  of  anything  that  could  possibly 
affect  the  then  condition  of  the  bank,  but  on  the  question  of  whether 
or  not  the  bank  had  at  any  time  in  the  past  made  any  loans  to  any 
Secretaries  of  the  Treasury,  and,  as  1  said  before,  he  had  in  mintl 
holding  that  within  a  prescribed  period  quite  evidently  which~would 
do  no  hurt  to  one  of  our  great  political  parties.  So  he  said  to  the 
bank  on  November  24,  1914,  in  a  letter : 

You  are  now  requested  to  send  to  this  ofliee,  within  five  days,  a  special  re- 
port showing  ail  loans  which  the  ltiggs  National  Hank  has  made,  either  directly 
or  indirectly,  at  any  time  in  the  past  10  years,  to  the  then  Secretaries  of  the 
Treasury,  Assistant  Secretaries  of  the  Treasury,  Comptrollers  of  the  Currency, 
and  National  Hank  Examiners,  and  members  of  the  families  of  these  respective 
iuViiils,  including  all  obligations  bearing  the  |>ersonal  indorsement  or  other 
guarantee  of  any  of  the  aforesaid  officials. 

I  will  show  you  in  a  little  while  why  I  emphasized  those  last  lines. 

Let  this  report  also  include  all  loans  made  by  your  bank,  directly  or  indi- 
rectly, during  this  period,  to  men  who  had  been,  prior  to  the  making  of  such 
loans.  Secretaries  of  the  Treasury,  Assistant  Secretaries  of  the  Treasury, 
Comptrollers  of  the  Currency,  or  National  Hank  Examiners,  and  all  loans  made 
by  your  bank  to  men  who  have,  since  the  making  of  such  loans,  become  Secre- 
taries of  the  Treasury.  Assistant  Secretaries  of  the  Treasury,  Comptrollers  of 
the  Currency,  or  National   Hank  Examiners. 

It  was  in  the  last  paragraph,  while  still  limiting  it  to  those  10 
years,  that  he  covered  the  territory  which  his  subsequent  conduct 
showed  that  he  did  not  intend  to  cover,  because  the  first  name  that 
appeared  on  the  list  was  that  of  John  G.  Carlisle,  the  hist  Democratic 
Secretary  of  the  Treasury  who  had  honored  that  office  prior  to  Wil- 
liam (if.  MeAdoo.  Twice  in  sending  the-e  reports  it  was  shown  that 
Mr.  Carlisle  had  negotiated  various  loans  at  the  Rigirs  National 
Bank,  the  fir-t  in  any  list  here  being  in  1S!>7.  shortly  after  he  had 
retired  from  office,  and  we  were  told  any  loans  we  made  within  the 
10-year  period  to  persons  who  had  been  Secretaries  we  must  include. 

Not  only  that,  but,  as  I  emphasized  to  you,  he  called  for  the  cases 
in  which  "they  were  indorsers  or  guarantors,  and  we  gave  them  to 
him.  We  gave  him  anything  he  called  for.  And  in  addition  to  giv- 
ing him  Mr.  Carlisle's' loans,  that  ran  up  to  som?  thousands  of  dol- 
lars, all  of  which,  as  anv  other  loan  that  had  been  made  to  anv  Sec- 
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retary  of  the  Treasury,  had  been  paid  at  the  time  he  made  this  call — 
in  addition  to  Mr.  Carlisle  there  happened  to  be  this  which  came 
within  his  call.  The  Secretary  of  the  Navy,  in  1911,  issued  an  order 
to  Mr.  J.  S.  Dowell,  jr.,  of  the  United  States  Navy,  requiring  him  to 
proceed  promptly  to  Germany  on  official  business — in  fact,  I  think 
he  was  to  become  the  naval  attache  of  the  embassy  there.  Mr.  Dowell 
was  in  need  of  funds  to  finance  the  expenses  which  he  had  to  advance, 
and  he  made  a  note  to  the  Rigors  National  Bank  for  $1,000.  At  that 
time — I  am  sure  I  am  correctly  informed — Dr.  Cary  T.  Grayson, 
now  Admiral  Grayson,  for  so  many  years  President  Wilson's  phy- 
sician, and  Lawrence  O.  Murray,  the  then  Comptroller  of  the  Treas- 
ury, were  not  only  close  personal  friends  but  they  had  together, 
jointly,  a  bachelor  apartment  in  this  city.  So  we  reported  to  Comp- 
troller Williams : 

The  following  loan  is  to  be  added  to  our  stat€knu*nt  of  December  9,  1914,  as  a 
loan  possibly  coming  within  the  spirit  of  the  inquiry  of  the  Comptroller  of  the 
Currency  of  November  24,  1914: 

Loan  of  *1,000  to  J.  S.  Dowell.  jr.,  United  States  Navy,  dated  December  30, 
lHll,  payable  June  30,  1912,  indorsed  bv  Dr.  Cary  T.  (irayson,  and  repaid  in 
lull  June  28,  1912. 

With  reference  to  this  loan  former  Comptroller  of  the  Currency  Lawrence 
<>.  Murray  wrote  to  Mr.  William  J.  Flather,  under  date  of  December  30,  1911, 
u>  follows: 

"  Dkar  Mr.  Flathek:  Mr.  Dowell  of  the  Mayfloirer  is  going  to  Germany  by 
<»n!er  of  the  Secretary  of  the  Navy.     If  the  note  is  not  paid  by  him  or  Dr.  Gray- 
^»n.  charge  it  to  my  account. 
■•  Yours,  truly, 

•'  Lawrence  O.  Murray." 

When  Mr.  Williams  came  to  publish  the  loans  of  that  character 
,yhicli  he  had  called  out,  he  deleted  from  his  publication  the  loan  to 
John  G.  Carlisle,  and  he  omitted  from  his  publication  the  loan  guar- 
anteed bv  Lawrence  O.  Murray,  although  it  has  been  called  out  bv 
him.  and  vou  mav  draw  the  conclusion  as  to  whether  he  did  not  do 
i hat  because  of  Dr.  Carv  T.  Gravson's  name  as  an  endorser  on  that 
Joan,  and  because  of  the  position  that  Cary  T.  Grayson  then  held. 

And  again,  following  his  characteristic,  he  saved  himself  by  what? 
Having  called  out  all  loans  to  all  persons  who  had  been  Secretary, 
and  not  wanting  to  disclose  the  fact,  as  I  say,  that  the  last  Demo- 
cratic Secretary  of  the  Treasury  prior  to  Mr.  William  G.  McAdoo 
entering:  into  that  office  was  the  first  name  on  that  list,  a  perfectly 
honorable  place  for  it  to  be,  he  put  in  the  press  and  he  put  in  the 
wjuity  suit  and  he  put  in  this  record  of  the  hearings  held  by  this 
'•oinniittee  last  February  a  list  of  loans  made  to  Secretaries  and 
inrmer  Secretaries,  and  in  order  to  get  away,  as  I  say,  from  the  omis- 
sion of  Carlisle's  name  he  added  the  words,  *fc  Loans  to  Secretaries  of 
ihe  Treasury,  Assistant  Secretaries  of  the  Treasury,  Comptrollers  of 
the  Currency  and  national  bank  examiners  while  in  office/"  And  he 
>tarts  with  Leslie  M.  Shaw. 

That  thing,  if  it  stood  alone,  would  not  be  important.  Senators 
can  draw  their  own  conclusions  with  respect  to  it  as  a  whole. 

Mr.  Williams  has  put  in  the  record  here  a  statement  the  substance 
of  which  and  the  inference  drawn  from  which  is  that  the  Riggs  Na- 
tional Bank  habitually  made  excess  loans.  lie  put  that  in  his  affidavit 
filed  in  the  equity  proceedings  when  the  bank  sued  him.  He  dis- 
tributed tluU  to  the  press  in  many  of  his  statements,  and  lit?  recurred 
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to  that  in  the  so-called  decision  of  his  rendered  on  June  21,  1916, 
when  he  was  rechartering  the  bank. 

Here  was  the  situation,  as  he  knew,  as  to  the  excess  loan  proposi- 
tion, and  all  that  there  was  in  it.  Prior  to  June,  1906,  under  the 
provisions  of  the  National  Bank  Act  then  in  force,  a  national  bank 
was  prohibited  from  lending  to  anj-  one  borrower  a  sum  in  excess  of 
10  per  cent  of  its  capital.  There  was  no  penalty  in  respect  of  excess 
loans,  except  that  directors  who  approvea  a  loan  of  over  10  per  cent 
of  the  capital  would  naturally  be  liable  to  their  bank  in  the  event  that 
there  was  any  loss  incurred  on  such  a  loan. 

That  law,  which  was  passed  in  the  early  days  of  national  banks  in 
this  country,  which,  as  I  remember,  started  in  the  sixties,  overlooked 
entirely  the  surpluses  of  national  banks.  If  a  national  bank  had  a 
million  dollars  capital  and  $2,000,000  unimpaired  surplus  it  could 
not,  under  that  law,  lend  more  than  $100,000  to  any  one  person,  no 
matter  what  the  collateral  was,  no  matter  what  the  standing  of  the 
person. 

It  was  well  recognized  that  that  was  a  very  stringent  provision  of 
law,  and  the  law  came  to  be  looked  upon  as  admonitory  in  its  char- 
acter, rather  than  as  mandatory,  and  it  had  become  for  years  largely 
a  dead  letter.  Nevertheless,  the  predecessors  of  Mr.  Williams  in  office 
customarily  called  attention  of  national  banks  to  any  criticism  in  the 
way  of  violation  of  the  law  or  unsafe  practices,  or  anything  that  was 
criticised  by  national  bank  examiners,  and,  as  I  say,  so  general  was 
this  so-called  excess  loan  technical  violation,  that  the  comptrollers 
office  had  printed  blanks  upon  which  to  call  attention  to  it.  And 
from  1896  to  1906,  the  first  10  years  of  our  existence  as  a  national 
bank,  after  each  national  bank  examination  we  received  from  the 
Comptroller  of  the  Currency  a  list  of  the  excess  loans,  directing  our 
attention  specifically  to  them,  which  list  I  do  not  remember  the 
exact  figures  of,  but  10, 12,  and  sometimes  as  many  as  15,  persons  were 
on  it.  In  each  case  attention  was  called  to  the  standing  of  the  person 
and  the  character  of  the  collateral. 

It  may  be,  and  I  am  ready  to  concede,  that  however  stringent  that 
provision  of  the  law  might  have  been,  however  purely  admonitory  it 
was  regarded  as,  however  a  dead  letter  it  might  have  become,  it 
nevertheless  was  the  law,  and  banks  might  well  have  been  subjected 
to  proper  criticism  and  proper  directions  for  violating  it.  But  in 
1906  the  Congress  passed  a  law — the  date  of  which  I  think  is  June 
22,  1906 — which  provided  that  thereafter  national  banks  could  lend 
up  to  10  per  cent  of  their  combined  capital  and  surplus,  provided 
that  such  loan  in  no  case  should  exceed  30  per  cent  of  its  capital,  a 
recognition  by  the  Congress  of  the  unbusinesslike  and  impracticable 
condition  of  the  law  as  it  then  stood. 

Senators,  from  1906  to  the  day  of  the  rechartering  of  the  bank- 
or,  to  make  the  statement  fairer,  from  1906  to  the  date  when  Williams 
started  this  crusade  in  1914,  a  period  of  eight  years — the  bank  never 
had  any  loan  that  could  be  characterized  as  an  excess  loan.  There 
was  never  alleged  to  be  a  violation  of  the  provisions  of  the  act  of 
June  22,  1906.  Nothing  had  occurred  prior  to  June,  1906,  that  could 
possibly  relate  to  or  anect  the  condition,  the  solvency,  the  business  of 
the  Riggs  Bank  in  1914.  And  yet  over  and  over  again  in  his  corre- 
spondence, and  in  his  public  statements  afterwards,  and  in  the  state- 
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ments  he  puts  in  this  hearing,  he  calls  attention  to  that  as  a  violation 
of  the  law  by  the  bank,  and  endeavors,  in  coupling  it  up  with  things 
which  existed  in  1914,  to  bring  that  forth  as  a  justification  of  what 
he  was  doing  in  1914  with  respect  to  things  that  had  ended  in  1906. 
Comment,  I  respectfully  submit,  is  unnecessary. 

The  Chairman.  Can  you  point  now  to  any  single  communication 
that  lie  published  in  which  he  called  attention  to  that  fact  ? 

Mr.  Hooan.  Yes,  sir;  in  your  hearings  here  you  will  find,  in  a  com- 
munication of  June  21, 1916,  to  the  bank,  he  gives  a  chapter  to  that.  He 
also  has  put  in  here  everything  he  filed  in  the  equity  suit,  and  you  will 
find  in  there  that  he  gives  a  chapter  to  it. 

Let  me  tell  you  something  about  what  he  calls  real  estate  loans. 
I  have  already  described,  at  greater  length  than  I  should  have,  in 
view  of  the  patience  of  the  members  who  have  attended  these  hear- 
ings, the  practice  of  Riggs  &  Co.  in  making  real  estate  loans,  and  I 
have  said  that  the  record  shows  that  at  no  time  after  its  organization 
did  the  Riggs  National  Bank  make  a  real  estate  loan.  But  the  Riggs 
National  Bank  did  make  loans  to  individuals  upon  their  personal 
notes  and  took  from  those  persons  notes  which  were  secured  on  real 
estate. 

The  Comptroller  of  the  Currency  from  1896  to  1909  called  atten- 
tion to  such  loans,  and  was  always  advised  of  the  conditions  under 
which  they  were  made.  On  January  11,  1910,  four  years  before  the 
advent  of  Williams,  by  a  general  order  to  national  bank  examiners 
from  the  office  of  the  Comptroller  of  the  Currency,  signed  by  Law- 
rence O.  Murray,  the  comptroller's  office  admitted  that  it  had  been 
in  error  with  regard  to  the  law,  and  recognized  the  doctrine  of  the 
United  States  Supreme  Court's  decision  in  the  case  of  the  National 
Bank  t\  Matthews  (98  U.  S.  R.,  621),  which  held  that  when  the 
loan  was  not  a  direct  loan  on  real  estate,  the  mere  fact  that  a  bank 
took  a  real  estate  note,  which  one  of  you  Senators  owned,  as  collateral 
security  for  that  note  was  not  within  the  prohibition  of  the  law. 
And  the  bank  examiners  were  told  bv  that  order  to  hereafter  omit 
from  their  reports  of  conditions  comments  on  loans  of  that  charac- 
ter; that  in  any  case  where  there  was  a  direct  loan  on  real  estate, 
or  eases  of  that  kind  to,  of  course,  report  them. 

From  1910  down  to  the  time  Williams  came  into  the  comptroller's 
office,  no  Comptroller  of  the  Currency  and  no  national-bank  exami- 
ner, so  far  as  was  brought  to  our  attention,  made  any  adverse  com- 
ment on  loans  which  were  secured  by  real  estate.  'The  comptroller 
had  admitted  that  his  previous  comments  were  in  error.  Any  law- 
ver  knows  his  previous  comments  were  in  error,  and  yet.  Senator 
McLean,  in  the  same  document  I  have  called  attention  to,  issued  in 
1915  and  1916  by  John  Skelton  Williams,  are  given  the  real  estate 
loans,  and  the  reader  is  led  to  believe — and,  in  fact,  it  is  said — that 
these  real  estate  loans  were  made  in  violation  of  law.  If  he  knew 
the  law,  his  statement  was  false.  If  he  did  not  know  the  law,  he 
^as  incompetent  for  his  office. 

One  of  the  most  misleading  of  the  things  that  this  man  persisted 
in  doing  was  misrepresenting  the  character  of  loans  which  he 
called  u  dummy  Ipans  "  made  by  the  bank.  The  expression  "dummy 
loans"  carries  with  it  a  most  sinister  meaning  to  the  average  man 
and  to  all  right-thinking  persons.     When  there  is  a  desire  to  con- 
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ceal,  for  fraudulent  or  wrongful  purposes,  the  real  borrower  of 
money,  and  to  escape  liability,  dummies  are  substituted  for  the  real 
parties,  and  such  practice  would  be  subject,  properly,  to  condemna- 
tion and  criticism.  I  will  first  state  the  facts  and  then  show  you 
his  comments,  because  his  comments  came  after  he  knew  the  facts 
of  one  of  the  so-called  dummy  loans,  which  is  a  characteristic 
example. 

Mr.  Glover,  because  he  was  so  long  recognized  as  being  one  of 
the  safest  advisers  of  investments  in  this  community,  because  he  has 
that  unique  distinction  of  being  a  man  who  has  made  loans  on  real 
estate  which,  so  far  as  I  now  know,  never  resulted  in  a  penny's  loss 
of  principal  or  interest,  has  in  large  part  the  control  of  the  funds 
of  that  splendid  institution,  the  Corcoran  Art  Gallery,  established 
by  W.  W.  Corcoran,  and  that  magnificent  charitable  organization, 
the  Louise  Home,  established  also  by  Mr.  Corcoran  in  honor  of 
his  deceased  daughter,  Miss  Louise  Corcoran,  and  other  insti- 
tutions. Also,  Mr.  Glover  is  repeatedly  asked  for  advice  with  re- 
spect to  the  safest  sort  of  investments  for  a  very  large  clientele  of 
saving  people,  of  widows  and  women  who  have  a  great  deal  of 
money,  of  whom  we  have  several  thousand  depositors  at  the  Riggs 
Bank.  For  that  reason  it  has  always  been  the  rule  in  this  com- 
munity for  a  large  number  of  persons  to  apply  to  Mr.  Glover  either 
for  loans  or  for  the  purchase  of  notes. 

Some  years  ago  there  was  constructed  in  this  city  a  splendid  office 
building  known  as  the  Navy  Annex,  or  the  Xavv  Office  Building, 
now  occupied  under  lease  by  the  United  States  Government.  The 
first  mortgage  on  that  building,  the  equity  in  which  made  it  an  ex- 
ceedingly attractive,  safe,  splendid  investment,  amounted  to  $80,500. 
These  various  institutions,  like  the  Corcoran  Art  Gallery  and  the 
Louise  Home,  were  not  in  funds  at  the  time  to  take  up  this  very 
desirable  character  of  investment,  when  it  came  to  Mr.  Glover's  at- 
tention that  the  investment  could  be  taken  bv  him,  and  thereafter 
given  to  his  clients  or  those  whose  investments  he  was  watching 
out  for. 

Therefore,  on  one  day  when  this  matter  came  up,  of  course  th«* 
bank  could  not  and  would  not  make  the  loan  on  the  real  estate,  and 
Mr.  Glover  decided  to  take  the  loan  himself.  He  had  at  that  time, 
as  I  recall  the  figures,  in  the  vaults  of  the  bank  belonging  to  him- 
self, securities — stocks  and  bonds — having  a  value  of  about  $2,000.- 
000.  He  directed  Mr.  Xevius,  one  of  the  tellers  or  bookkeepers  of 
the  bank,  to  obtain  from  his.  Glover's,  collateral,  enough  securities 
to  properly  collateral  a  loan  of  $80,500,  and  left  with  Xevius  the 
making  of  the  details  of  this  transaction.  Xevius  got  $110,000  worth 
of  Mr.  Glover's  securities  out  of  the  vault  where  Mr.  Glover  kept  ' 
them.  He  then  made  a  collateral  note  which  he,  Xevius,  signed. 
He  attached  to  it  and  pledged  for  it  Glover's  $115,000  of  securities. 
These  are  undisputed  facts.  The  $80,500  borrowed  on  that  note, 
collateraled  to  the  extent  of  $115,000,  were  used  to  buy  those  real 
estate  notes.  In  the  course  of  a  very  brief  period  of  time  those  notes 
were  bought  from  Mr.  Glover.  The  $86,500  note  which  had  been 
signed  by  Mr.  Xevius  and  collateraled  by  Mr.  Glover's  securities 
was  paid,  principal  and  interest,  to  the  bank,  and  the  securities  re- 
turned to  Mr.  Glover.    Out  of  that  fact  we  get  this  from  the  Comp- 
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t roller  of  the  Currency — out  of  those  facts,  gentlemen,  after  they 
were  all  made  known  to  him  in  detail : 

It  should  be  noted  that  in  the  opinion  of  this  office  no  excuse  has  ever  been 
si  veil  for  the  action  of  your  president  in  petting  $80,500  of  money  from  the 
tatuk  without  the  knowledge  of  its  directors  as  to  the  real  borrower,  on  a  note 
Minted  by  the  assistant  paying  teller  of  the  bank — salary,  $2.100 — for  the  use 
of  his — C.  C\  Glover's — personal  real  estate  deals  or  transactions.  The  state- 
ment that  the  real  estate  notes  arising  from  the  deal  might  be  sold  to  a  cus- 
tomer or  cutoiuers  of  the  bank  and  thus  "  accommodate  "  such  customer  does 
not  relieve  this  "  dummy  "  or  concealed  loan  of  odium.  The  practices  which 
appears  to  have  been  in  vogue  in  your  bank  for  some  years  past,  for  the  officers, 
or  junior  clerks  of  the  bank  to  borrow  its  funds,  sometimes  in  their  own  name 
and  sometimes  in  the  name  of  "  dummies "  and  sometimes  AS  "  dummies " 
for  others,  on  speculative  stocks  and  bonds,  is  unbusinesslike,  sets  a  very  bad 
example  to  the  bank's  other  employees,  and  is,  in  fact,  THOROUGHLY  REP- 
REHENSIBLE AND  CAN  NOT  BE  TOO  STRONGLY  CONDEMNED;  not- 
withstanding the  fact  that  your  president,  as  late  as  January  11,  1015,  refer- 
ring to  the  $86,r>00  of  money  borrowed  by  him  in  the  name  of  the  paying  teller 
of  the  bank  said,  when  being  examined  under  oath,  "  I  DID  NOT  SEE  ANY 
REASON  WHY  IT  SHOCLD  NOT  BE  DONE  IN  THAT  WAY;"  and  again 
on  March  5,  1915,  after  he  had  had  opportunity  of  reflecting  upon  his  con- 
«!mt,  made  the  following  statement:  "  I  DID  NOT  CONSIDER  I  WAS  DOING 
ANYTHING  WRONG,"  indicating  an  ethical  standard  which  is  not  consistent 
with  the  recognized  conceptions  of  sound  banking. 

Now,  bear  in  mind,  gentlemen,  what  this  whole  community  knows 
about  Mr.  Glover's  standing,  his  record,  and  his  wealth,  and  then 
listen  to  this,  in  an  official  communication  from  a  comptroller: 

Such  practices  are  sometimes  attended  with  direful  consequences  to  employees 
as  well  as  to  the  bank  whose  funds  are  being  jeopardized,  as  the  following  press 
'lNputch  relating  to  the  tragic  fate  of  a  receiving  teller  in  a  Cleveland  (Ohio) 
bank  whose  borrowings,  .$775,  were  insignificant  as  compared  with  the  loans  to 
your  officers  and  employees,  pathetically  and  clearly  shows: 

"  Cleveland,  March  18. 

"  Bertram  O.  Hill,  38,  receiving  teller  at  the  Cleveland Bank,  shot  and 

instantly  killed  himself  to-day. 

"  Shortly  before  his  suicide  Hill  received  a  letter  from  a  Pittsburgh  bank  re- 
minding him  payment  was  expected  Friday  of  his  note  for  $775." 

The  invitation  to  commit  suicide  was  not  accepted. 

Senator  Henderson.  In  what  hearings  does  that  testimony  appear? 

Mr.  Hogan.  That  does  not  appear  in  a  hearing.  That  is  the  corre- 
spondence I  have  called  attention  to  already.  I  think,  Senator  Hen- 
derson, this  also  appears  in  the  bank's  bill  in  the  equity  proceedings. 

The  Chairman.  Mr.  Williams  wants  the  date  of  that  letter. 

Mr.  Hooan.  March  30,  1915.  That  is  the  letter  in  which  he  im- 
posed the  $5,000  fine,  and  specifically  told  us  that  that  was  in  addition 
to  all  the  other  penalties. 

Senator  Henderson.  Have  you  the  hearings  there  taken  last  Feb- 
ruary? 

Mr.  Hooan.  The  hearings  before  the  bank  examiners? 

Senator  Henderson.  No  ;  before  the  Banking  and  Currency  Com- 
mittee. 

Mr.  Hogan.  They  are  here;  yes,  sir;  and  I  am  coming  to  those  in 
due  course.  Senator. 

May  I  break  here  for  a  moment,  because  I  have  borrowed  these  files 
of  newspapers.  The  chairman  of  the  committee  asked  me  if  I  would 
refer  in  this  record  to  the  dates  that  I  told  about  circulating  the  re- 
I*)rt  that  Miss  Lottie  Taylor  had  been  barred  from  the  Treasury  De- 
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partment.  On  the  evening  of  Wetlnesday,  April  23,  1913,  the  state- 
ment was  given  out  at  the  Treasury  Department  and  the  newspapers 
of  Thursday,  April  24,  1913,  carried  the  story.  It  is  found  in  a  file 
of  the  Washington  Post,  issue  of  April  24,  1913,  on  page  3.  The 
statement  given  out  is  as  follows : 

In  a  formal  statement  last  night  Secretary  McAdoo  announced  that  he  had 
prohibited  the  practice  of  allowing  a  representative  of  the  National  City  Bank 
of  New  York  to  occupy  a  desk  in  the  office  of  the  Comptroller  of  the  Currency 
to  compile  information  following  calls  for  statements  of  condition  of  national 
hanks.  This  action,  the  Secretary  said,  was  the  result  of  an  investigation  of 
reports  that  certain  banks  maintained  private  employees  in  the  Treasury  De- 
partment for  the  purpose  of  reporting  to  them  on  the  business  of  the  department. 
The  representative  of  the  National  City  Bank  is  Miss  Lottie  Taylor,  who  for 
nearly  10  years  has  been  employed  by  Milton  E.  Ailes,  local  agent  of  the  bank, 
to  make  regular  visits  to  the  department  to  compile  information.  Mr.  Ailes  last 
night  gave  out  a  statement  that  Miss  Taylor  had  obtained  only  statistical  In- 
formation, that  was  accessible  to  the  public  generally,  and  that  there  had  been 
nothing  improper  in  her  work.  He  said  if  she  used  a  desk  it  watt  simply  be- 
cause she  could  not  write  standing  up. 

The  Chairman.  I  suggest  that  it  is  not  necessary  for  you  to  read 
all  of  that  article  into  the  record.  I  would  like  to  have  you  identify, 
as  you  have,  that  particular  publication,  and  if  you  have  any  other 
publication  I  wish  you  would  identify  that. 

Mr.  Hogan.  Yes. 

The  Chairman.  And  then  Mr.  Williams  will  be  permitted  to 
contradict  your  statement  in  any  way  he  sees  fit. 

Mr.  Hogan.  In  their  summary  you  will  find  that  this  action  of 
expelling  Miss  Taylor  from  the  Treasury,  when  she  was  not  ex- 
pelled, is  characterized  as  the  severance  thereby  of  the  pipe  line  from 
the  Treasury  to  Wall  Street,  and  it  resulted,  as  I  say,  in  an  attack 
on  Miss  Taylor,  in  which  she  was  publicly  denounced  as  the  Delilah 
of  Wall  Street. 

I  called  your  attention  this  morning,  Senators,  to  the  fact  that 
after  this  correspondence  had  been  going  on  for  some  little  time  the 
directors  of  the  Dank  took  action  and  addressed  Mr.  Williams  some 
communications.  Consistent  with  the  practice  which  I  will  show 
you  later  has  become  a  habit  with  Mr.  Williams,  the  directors  then 
came  in  for  their  share  of  attack. 

The  national  bank  act  prescribes  the  qualifications  for  directors 
of  national  banks  to  be  that  they  shall  hold  at  least  10  shares  of 
stock  in  a  national  bank.  An  oath  prescribed  by  law  qualifying  the 
directors  states,  among  other  things,  that  the  director  has  the  number 
of  shares  required  unhypothecated. 

On  November  23,  1914,  Williams  wrote  the  bank  calling  attention 
to  that  oath  and  saying : 

I  regret  to  have  to  advise  you  that  I  have  reason  to  believe  that  in  a  number 
of  cases  the  oaths  contained  in  the  aforesaid  certificates  have  been  violated 
and  that  the  declarations  in  these  certificates  in  certain  cases  were  false. 

On  December  29, 1914,  Mr.  Williams  again  wrote  the  bank : 

In  my  letter  to  you  of  November  23.  1914,  I  told  you  that  I  regretted  to  have 
to  advise  you  that  I  had  reason  to  believe  that  in  a  number  of  cases  the  cer- 
tificates or  forms  of  oaths,  which  had  been  solemnly  sworn  to,  from  year  to 
year  for  several  years  past  by  the  directors  of  your  bank  iu  taking  their  oaths 
as  directors  had  been  violated  and  that  the  declarations  in  these  certificates 
in  certain  cases  were  false. 


NOMINATION   OF   JOHN  SKELTON  WILLIAMS.  107 

There  were  somewhere  between  15  and  20  men  on  the  directorate. 
They  were  called  upon  to  respond  to  this  under  oath.  They  all,  as 
far  as  I  am  advised,  did  despond.  One  of  them,  Mr.  Frank  Henry, 
the  proprietor  of  Thompson's  Drug  Store  in  this  city,  a  man  of 
excellent  standing,  stated,  in  his  response,  that  this  was  the  first 
time  he  had  really  looked  at  that  requirement  of  the  oathT  and  that 
the  Riggs  Bank  stock  that  he  owned,  in  connection  with  other  se- 
curities he  had,  was  in  a  local  bank  as  collateral  for  one  of  his  loans — • 
I  believe  in  the  Union  Trust  Co. — and  he  stated  that  he  recognized 
that  his  failure  to  have  10  shares  of  that  stock  unhypothecated  dur- 
ing the  time  he  was  director,  from  1912,  showed  carelessness  on  his 
part  in  that  regard,  and  he  frankly  admitted  the  fact.  No  other 
director  failed  to  reply  and  no  other  director  at  any  time  did  not 
have  the  amount  01  stock  required  by  law  unhypothecated.  Al- 
though John  Skelton  Williams  in  those  two  communications — and 
he  brought  those  things  afterwards  into  this  record,  as  you  will  see — 
declared  that  he  had  evidence  that  in  a  number  of  cases  the  directors' 
oaths  were  false,  and,  although  in  his  affidavit  in  the  equity  suit  he 
mentioned  that  the  only  case  he  uncovered  was  the  unfortunate  case 
of  Mr.  Henry,  to  this  day  he  has  neither  substantiated,  may  I  say, 
that  slanderous  statement  regarding  the  directors,  nor  has  ne  been 
manly  enough  to  withdraw  it. 

We  had  among  the  directors  one  of  the  most  splendid  men  that 
oyer  ornamented  the  bar  of  the  District  of  Columbia  or  of  the 
United  States,  R.  Ross  Perry.  He  not  only  was  a  director,  but  was 
general  counsel  of  the  bank,  a  man  so  scrupulous  of  his  personal 
and  professional  honor  that  it  was  a  beautiful  thing  even  to  know 
him.  Mr.  Perry  responded  to  the  comptroller's  statement  and 
brought  forth  this  on  December  29,  1914: 

R.  Robs  Perry  states  tlvat  upon  the  dates  on  which  he  took  the  oath  of  office 
as  director  in  the  years,  1912,  1913,  and  1914,  he  owned  in  his  own  right  cer- 
tificate No.  214  for  31  shares  of  stock  not  hypothecated  or  pledged  as  security 
f«»r  debt. 

Please  request  Mr.  Perry  to  inform  this  office,  under  oath,  whether  since 
taking  his  oath  of  office  as  director  in  1912,  he  hns  at  any  time  pledged  more 
than  21  of  the  31  shares  of  stock  owned  by  Um,  and,  if  so,  for  what  periods 
such  stock  was  pledged,  assigned,  or  hypothecated. 

There  was  not  the  slightest  evidence  or  intimation  that  Williams 
had  or  could  have  had  that  Mr.  Perry  had  ever  pledged  any  of  his 
stock  or  21  shares  of  his  stock  or  more  than  21  shares  of  his  stock. 
But  Mr.  Perry  as  general  counsel  for  the  bank  was  guiding  the  offi- 
cers in  this  correspondence.  That  is  why  he  fell  under  that  inquir- 
ing slur.    Mr.  Williams  continues  : 

Director  Labrot,  in  his  letter  of  December  8.  says: 

"Certificate  of  stock  that  I  own  is  No.  801  for  10  shares  of  Riggs  National 
Hank.  To  my  knowledge  no  provision  of  the  oath  that  I  made  as  a  director 
lias  ever  been  broken.     I  regard  as  false  any  statements  to  the  contrary." 

Williams  says : 

This  does  not  answer  the  question  to  which  he  was  requested  to  reply. 
Please  ask  Director  Labrot  to  inform  this  office  specifically  and  under  oath 
whether  certificate  No.  801  for  10  shares  of  Riggs  National  Bank  stock  was 
owned  by  him  "not  hypothecated  or  in  any  way  pledged  as  security  for  any 
l«wn  or  debt"  upon  the  date  on  which  he  first  took  his  oath  as  director  of 
die  Riggs  National  Bank  and  at  all  subsequent  periods. 
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And  more  to  the  same  effect  that  I  will  not  wearv  vou  with,  based 
upon  absolutely  nothing  except  that  the  directors  had  had  the  temer- 
ity to  take  the  matter  up. 

Getting  away  from  the  directors,  Mr.  Williams  for  a  time  harped 
on  loans  to  women.  We  were  very  proud  of  our  women  depositors. 
We  had  some  2,800  of  them.  There  is  a  bank  in  New  York,  that 
perhaps  you  Senators  know,  which  almost  exclusively  devotes  it< 
business  to  women,  the  Fifth  Avenue  Bank.  Washington  is  fortu- 
nate in  having  a  comparatively  large  number  of  very  wealthy  ladie*. 
Anv  community  is  fortunate  in  having  a  large  number  of  ladies 
among  its  membership,  and  we  were  told  by  Mr.  Williams: 

I  find  in  your  list  of  l>orrowers  of  $5,000  or  more  the  names  of  some  40  or 
;'»(>  women  to  whom  the  Kisrjrs  National  Hank  appears  to  be  lending  approxi- 
mately $1,000,000,  equal  practically  to  the  entire  capital  of  the  hank,  on  bonds 
and  stocks,  many  of  them  of  a  highly  speculative  or  doubtful  character.  Some 
of  these  loans  are  inadequately  margined,  and  few,  or  none,  of  these  borrowers 
carry  any  deposit  balances  with  the  Kiggs  National  Bank. 

The  Ciiaikmax.  Mr.  Williams  would  like  the  date.  You  did  not 
give  the  date  and  the  page  of  that  letter. 

Mr.  Hogan.  I  will  give  it  to  him.  July  14,  1914.  If.  as  Senator 
Kendrick  so  properly  suggested  this  morning,  reports  to  the  comp- 
troller would  show?  that  any  loans  were  improperly  margined  or 
improperly  collateraled  or  unsafe,  it  was  not  only  the  right,  but 
certainly  it  was  the  duty  of  the  comptroller  to  bring  that  to  the 
attention  of  the  offending  bank.  That  is  the  way  to  safeguard  a 
bank.  But  you  notice  no  reference  to  any  loan  here,  except  the 
general  statement  as  to  all  loans  to  women  depositors.    We  responded : 

Among  the  depositors  and  customers  of  the  Kiggs  National  Bank  are  oyer 
2,800  women,  as  to  many  of  whom  their  financial  standing  is  of  the  highest, 
and  the  mere  fact  that  they  are  women  ought  not  to  bar  them  from  such 
accommodations  at  this  bank  as  we  ordinarily  extend  to  men  of  equal  financial 
responsibility.  This  is  especially  true  in  view  of  the  fact  that  the  law  of  the 
District  of  Columbia  recognizes  the  separate  property  rights  of  women,  and 
this  of  itself  gives  them  a  character  and  standing  here  of  which  we  have  not 
lost  sight.  We  have  been  at  some  pains  to  draw  oil  from  ledgers  a  list  of 
all  loans  made  to  women,  and  find  that  there  are  149  women  borrowers  whose 
loans  aggregate  $1,209,760.86,  secured  by  their  own  individual  collateral  of  a 
present  market  value  of  $2,0(52,975.  In  the  aggregate  these  loans  do  not 
appear  to  be?  inadequately  margined  but  are  excessively  margined,  and  careful 
analysis  of  the  list  shows  that  with  the  exception  of  the  Ainslee  loan,  which 
we  regard  as  slow  instead  of  doubtful,  and  two  other  small  loans  aggregating 
about  $12,000,  and  which  are  short  in  collateral  about  $400.  they  are  each 
properly  secured  and  are  safe  loans  beyond  question,  and  not  to  be  classed 
as  speculative  loans.  They  are  in  fact,  taken  as  a  whole  and  separately,  such 
loans  as  any  bank  would  be  proud  to  hold. 

Never,  so  far  as  I  am  informed — and  I  would  not  make  the  state- 
ment if  I  could  even  think  of  anv  doubt  about  it — never  in  the  his- 
tory  of  the  Riggs  National  Bank  has  it  lost  a  dollar  on  loans  to 
women  customers,  a  rather  good  record. 

The  Ainslee  loan  is  a  loan  made  to  Mrs.  Kate  Ainslee.  Because 
her  name  is  printed  here.  I  use  it.  Otherwise  I  would  not.  That 
lady  was  an  employee  of  some  department  of  the  Treasury  having 
no  relation  to  national  banks.  She  was  understood  to  be  a  woman 
who  had  considerable  real  estate  in  the  West,  owned  some  real  estate 
here,  and  owned  stocks  and  bonds.  At  the  time  that  her  loan  was 
criticized  it  amounted — I  have  it  here  as  of  1906 — to  $30,447.98. 
Since  that  time  she  has  curtailed  that  loan  by  various  large  pay- 
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ment&,  making  her  payments  $16,647.98,  so  that  it  now  amounts  to 
$13,800,  and  is  collateraled  by  collateral  of  the  present  market  value 
of  $19,400.  Unless  a  national  bank  is  not  to  be  allowed  to  lend  money 
to  its  lady  customers,  a  thing  which  has  only  been  suggested  but 
never  has  been  decided,  it  seemed  that  there  was  no  justification  for 
that  characterization,  and  yet  you  will  find  when  you  get  to  that 
record  that  he  kept  on  harping  on  that,  brought  it  up  as  a  thing  for 
winch  to  criticize  the  conduct  of  this  national  bank. 

With  regard  to  whether  our  loans  were  made  on  safe  and  ample 
collateral  securitv,  he  called  attention  to  two  loans,  one  of  them  to 
Musher,  about  which  he  made  a  statement  not  in  accordance  with 
the  facts  to  this  committee  in  the  February  hearing;  and  one  to 
Mrs.  Ainslee  I  have  already  told  you  about,  and  we  said  to  him 
with  regard  to  the  character  of  our  loans  on  July  14,  1914 : 

If  you  mean  to  select  these  two  as  justification  for  your  assertion  that  you 
do  not  find  the  $5.000,000 — to  be  exact,  you  give  $5,100,000 — "  loaned  upon  safe 
and  ample  security,"  we  have  to  say  that  you  have  called  Into  question  approxi- 
mately but  oue  one-hundredth  part  of  said  $5,000,000  collaterally  secured  loans. 

Think  of  it,  letter  after  letter,  comment  after  comment,  criticism 
after  criticism,  denunciation  upon  denunciation,  by  a  man  who,  while 
he  is  fine-tooth-combing  the  affairs  of  this  bank,  can  find  one-one- 
hundredth  of  our  loans  collaterally  secured  to  criticize. 

It  is  a  matter  of  no  little  satisfaction  to  us  that  after  careful  examination 
you  can  only  assert  so  small  a  part  of  our  more  than  $5,000,000  collaterally 
secured  loans  is  subject  to  the  criticism  that  they  are  uot  "  loaned  upon  safe  and 
ample  security." 

I  am  not  going  to  take  up  your  time  further,  gentlemen,  with  the 
subject  of  loans  to  officers,  except  to  repeat  what  I  have  already  said, 
that  never  in  the  history  of  the  bank  was  any  loan  permitted  to  offi- 
cers except  on  proper  collateral  security,  and  that  these  officers  had 
no  difficulty  in  raising  these  very  loans  in  other  financial  institutions 
in  this  community,  subject  to  no  criticism  from  the  comptroller,  so 
far  as  I  am  informed.  I  could  go  into  this  thing,  but  it  is  reams  of 
paper,  so  I  pass  it. 

lesterday  Senator  Henderson,  when  I  said  that  Mr.  Williams  had 
been  consulted  with  regard  to  the  withholding  of  tax  funds  from  the 
Riggs  National  Bank,  and  had  written  a  letter  to  the  Secretary  of 
the  Treasury  on  that  subject,  and  that  in  his  letter  to  the  Secretary 
of  the  Treasury  he  had  pointed  out  that  we  had  so  much  money  and 
were  so  well  conditioned  with  respect  to  money  that  it  could  not 
possibly  hurl  our  bank  (that  among  other  things)  or  the  local  condi- 
tion, asked  me  if  I  would  put  that  communication  in  the  record,  and 
I  told  him  I  would  endeavor  to  find  it.  You  will  recall  that  you 
•sked  me.  Senator,  when  that  was  written,  and  I  told  you  between  the 
date  of  Mr.  Glover's  letter  to  the  Secretary  of  the  Treasury  asking 
him  why  the  discrimination,  and  the  receipt  of  his  reply.  I  have 
since  located  that  communication,  and  without  stopping  to  read  it,  I 
will  ask  the  reporter  to  put  it  in  the  report.  It  will  be  found  on  page 
33  of  William  G.  McAdoo's  affidavit  in  the  Riggs  Bank  eauity  suit. 
It  is  from  the  Comptroller  of  the  Currency  to  Secretary  McAdoo,  and 
it  is  dated  Washington,  May  14, 1914. 

125023— 10— pt  2 6 
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(The  letter  referred  to  is  copied  in  the  record  in  full,  as  follows:) 

Comptroller  of  the  CVrbency, 

W  a  shin  gton.  May  1$,  191  j. 

Dear  Mr.  Secretary:  Referring  to  President  Glover's  letter  of  the  6th 
Instant  to  you,  In  which  he  complains  of  your  omission  to  arrange  to  deposit 
with  the  Riggs  National  Bank  any  portion  of  the  District  tax  funds  and  in 
which  he  charges  "gross  discrimination,"  etc.,  agalust  his  bank,  I  take  the 
liberty  of  calling  your  attention  to  the  condition  of  the  Kiggs  National  Bank, 
as  shown  by  its  latest  sworn  report  to  this  department  dated  March  4,  1911 

Prom  an  analysis  of  this  report  it  would  not  appear  that  the  omission  to  re- 
deposit  with  the  Riggs  National  Bank  the  tax  funds  would  occasion  the 
slightest  stringency  or  inconvenience  in  the  local  money  market. 
•  Their  statement  shows  that  of  the  total  loans  reported  of  $7,859,586.  the 
amount  which  this  bank  was  lending  on  demand  on  stocks,  bonds,  and  other 
securities,  was  $5,171,392.  In  addition  to  this  they  were  lending  on  time  on 
stocks,  bonds,  and  other  securities  (nearly  all  due  In  90  days  or  less)  $708,434. 

Iu  other  words,  nearly  80  per  cent  of  all  their  loans  were  on  stock*  and 
bonds,  not  on  commercial  paper,  indicating  that  the  Riggs  National  Bank  is 
really  very  far  from  what  we  would  call  a  "  commercial  bank." 

Furthermore,  I  desire  to  call  your  attention  to  the  fact  that  from  their 
sworn  statement  submitted  on  March  18.  1914,  showing  the  locality  of  the 
loans  made  by  the  bank  in  their  January  13,  1914,  statement,  this  bank  was 
lending  on  outside  paper;  that  is  to  say,  to  noncustomers  of  their  bank,  etc., 
on  bought  paper,  stock-exchange  collateral,  etc.,  $3,526,000,  and  of  this  amount 
$2,165,000  was  being  loaned  out  in  New  York.  At  the  same  time  that  the 
bank  was  making  these  large  loans  in  New  York,  in  January  last,  it  had  about 
three-quarters  of  a  million  dollars  of  cash  in  different  New  York  national 
banks,  about  two-thirds  of  which  was  with  the  National  City  Bank.  The 
March  4  statement  shows  that  its  cash  in  New  York  City  had  increased  up 
to  that  date  to  about  $1,000,000,  more  than  $700,000  of  which  was  with  the 
National  City  Bank. 

In  addition  to  the  cash  in  New  York,  the  Riggs  National  Bank  reported 
cash  on  hand  in  its  own  vaults  on  March  4  amounting  to  $1,067,000. 

As  it  therefore  appears  that  the  bank  at  a  recent  date  has  outside  paper, 
apparently  PRINCIPALLY  SECURED  BY  STOCKS  AND  BONDS,  and  PAY- 
ABLE ON  DEMAND,  and  cash  on  hand  and  in  its  own  vaults  amounting  in 
the  aggregate  to  between  $5,000,000  and  $6,000,000,  an  omission  to  deposit 
District  tax  funds  with  it  at  this  time  need  have  no  effect  whatever  upon  the 
local  money  market,  unless  the  bank  should  deliberately  try  to  create  a  strin- 
gency here. 

Sincerely,  yours, 

John  Skelton  Williams. 

Hon.  W.  G.  McAdoo, 

Secretary  of  the  Treasury. 

P.  S. — The  sworn  figures  of  this  bank  show  that  it  is  doing  little  or  nothing 
In  the  way  of  making  loans  or  advances  to  outside  banks.  Its  total  loans, 
direct  and"  indirect,  to  other  banks,  both  State  and  National  on  January  13. 
1914,  were  rei>orted  at  only  $32,624.  On  the  same  day  the  loans  made  by  the 
Commercial  National  Bank  here  to  other  banks  amounted  to  $267,700. 

The  Riggs  National  Bank,  on  the  same  date,  claims,  however*,  to  have  been 
lending  some  $225,000  in  FOREIGN  COUNTRIES,  the  largest  amount  being 
$106,500  in  France. 

Under  the  conditions  as  shown  above,  the  suggestion  that  failure  to  re- 
deposit  tax  funds  with  the  Riggs  National  Bank  would  have  a  disturbing 
effect  on  the  local  community,  or  that  it  would  really  embarrass  the  Riggs 
Bank  itself,  is,  of  course,  insincere  and  ridiculous. 

J.  S.  W. 

Mr.  Hogan.  As  I  said  to  you,  Senator  Henderson,  yesterday,  Mr. 
Williams  does  not  make  these  deposits,  but  public  money  deposits 
have  not  been  made,  so  far  as  I  know,  since  his  incumbency  in  the 
office,  without  the  depositories  being  submitted  to  him.  He  would 
take  a  list  of  banks  of  this  city  and  strike  Riggs  or  the  Federal 
or  some  other  bank  off,  or  maybe  all  but  one  bank  off,  then  it  goes 
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back  to  the  public  money  division  of  the  Treasury,  and  then  the 
Secretary  of  the  Treasury  theoretically  makes  that  deposit  in  the 
depository  which  he  approves;  and  then  he  comes  before  your  com- 
mittee and  says  he  has  nothing  to  do  with  who  gets  Government  de- 
posits.   It  is  an  evasion,  that  is  all. 

Senator  Henderson.  Have  you  read  yet,  or  introduced  into  tho 
record,  the  letter  from  the  Comptroller  of  the  Currency,  Mr.  Wil- 
liams, calling  for  the  data  upon  which  the  $5,000  fine  or  penalty 
was  based? 

Mr.  Hooan.  Yes,  sir;  the  January  22,  1905,  letter. 

Senator  Henderson.  That  has  gone  into  the  record? 

Mr.  Hooan.  I  put  it  in  yesterday. 

Senator  Walsh.  Has  he,  to  you  knowledge,  struck  off  any  of  these 
banks  from  receiving  Government  deposits? 

Mr.  Hogan.  Oh,  yes,  sir;  in  the  very  beginning  of  this  thing. 
You  will  remember  that  I  called  attention  yesterday  to  what  Mr. 
Glover  said  in  his  letter  about  the  purpose,  to  prevent  a  financial 
stringency  here,  and  here  in  May,  1914,  before  this  thing  had  de- 
veloped into  the  controversy  I  have  been  describing,  Mr.  Williams 
puts  a  postscript  in  his  letter  to  the  Treasurer  which  I  am  going  to 
have  copied  in  the  record,  and  at  the  end  of  the  postscript  he  says : 

Under  the  conditions  shown  ahove.  the  suggestion  that  failure  to  redeposit 
tax  funds  with  the  Kiggs  National  Bank  would  have  a  disturbing  effect  on 
the  local  community  or  that  It  would  really  embarrass  the  Riggs  Bank  itself 
i>,  of  course,  insincere  and  ridiculous. 

J.  S.  W. 

That  was  right  at  the  very  beginning.  The  president  of  a  bank 
writes  the  Secretary  and  points  out  why  these  moneys  were  de- 
posited, and  asks  why  one  of  11  national  banks  is  arbitrarily  stricken 
irom  the  list.  We  got  back  a  letter,  which,  in  effect,  said  it  would 
not  be  safe  to  put  public  moneys  in  the  Biggs  National  Bank,  which 
letter  was  written  after  Williams  had  reported  that  we  were  in  such 
good  condition  with  regard  to  funds  that  we  did  not  need  them. 

Not  only  that,  but  in  looking  up  this,  I  found  that  on  June  9, 
1^14,  the  aay  that  the  battle  began,  he  wrote  to  the  Secretary,  and 
you  have  heard  me  read  these  copious  extracts  from  his  letters  from 
June,  1914,  to  March,  1915,  in  which  he  harped  on  the  dangerous 
condition  of  that  bank,  and  yet  he  had  written  to  Secretary  McAdoo 
on  June  9,  1914,  a  long  letter  about  the  Riggs  Bank,  in  which  he 
said  what  I  will  read.  You  remember  we  tried  to  get  from  him 
H)me  statement  as  to  whether  the  national  bank  examiner  who  had 
examined  our  bank  in  May,  1914,  and  been  with  it  a  number  of 
days,  had  reported  anything  adverse,  and  if  so,  to  let  us  know  and  we 
vould  correct  it.    He  wrote  to  Mr.  McAdoo  this : 

The  report  of  the  national  bank  examiner  made  in  May,  1914,  shows  a  great 
improvement  in  the  matter  of  the  irregular  practices  previously  complained  of. 
Its  funds,  however,  were  still  being  loaned  on  bond  and  stock  collateral,  rather 
than  on  commercial  paper,  and  the  bank  had  more  than  its  reserve  on  hand. 
There  was  also  an  improvement  in  the  matter  of  overdrafts. 

Senator  Henderson.  Eight  here,  if  you  have  time,  I  would  like  to 
have  you  refer  to  the  letter  that  the  comptroller  wrote  calling  for 
this  data  on  which  the  $5,000  penalty  was  imposed. 

Mr.  Hooan.  I  will  be  very  glad  to  do  that. 
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(The  letter  follows:) 

jANfABY  22,  1915. 

The  Riggs  National  Bank, 

Washington,  D.  C. 

Siks  :  In  view  of  the  conditions  in  your  bank  brought  to  light  by  the  national 
bank  examiners,  this  office,  in  order  that  it  may  be  more  fully  Informed  as  to 
the  extent  to  which  the  funds  of  your  bank  have  been  used  by  its  officers  for 
their  personal  and  private  benefit  through  indirect,  or  "  dummy  "  or  concealed 
loans,  as  well  as  through  direct  borrowings,  requests  that  you  prepare  and 
deliver  to  this  office  within  10  days,  under  penalties  provided  in  sections  5211 
and  5213,  Revised  Statutes  of  the  United  States,  a  statement,  or  report,  show- 
ing: 

First.  All  direct  loans  made  by  the  Riggs  National  Bank  since  its  organiza- 
tion  

May  I  call  your  attention — although  I  think  I  did  yesterday — to 
the  fact  that  the  law  permitted  the  comptroller  to  call  for  special  re- 
ports whenever  it  was  necessary  to  give  a  full  and  complete  report  of 
the  condition  of  the  bank,  the  purpose  of  the  law  being  perfectly 
obvious.  # 

Senator  Henderson.  I  remember  your  speaking  of  that. 

Mr.  Hogan.  Not  what  the  condition  of  a  bank  was  in  1896,  but 
what  the  condition  of  the  bank  is  now. 

First.  All  direct  loans  made  by  Riggs  National  Bank  since  its  organization, 
either  severally  or  jointly,  to  Charles  C.  Glover,  W.  J.  Flather,  M.  E.  Ailes,  H. 
H.  Flather,  Joshua  Evans.,  jr.,  of  any  of  them,  and  to  members  of  the  respective 
families  of  the  above  named,  giving  a  full  description  of  the  notes  and  the 
collateral,  if  any,  by  which  said  loans  were  secured. 

Second.  All  indirect  or  "  dummy "  or  concealed  loans  made  by  the  Riggs 
National  Bank  since  its  organization  for  the  benefit  (directly  or  indirectly)  or 
the  individuals  named  above,  or  any  of  them,  Including  all  loans  which  C.  C. 
Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  jr.,  or 
any  of  them,  indorsed  or  for  which  they  furnished  the  whole,  or  any  portion  of 
the  collateral  by  which  loans  to  others  were  secured,  and  including  all  loans 
made  in  the  name  or  names  of  others,  the  whole  or  a  portion  of  the  proceeds  or 
which  were  turned  over  to  the  said  Glover,  Ailes,  W.  J.  Flather,  H.  H.  Flather, 
Joshua  Evans,  jr.,  or  any  of  them ;  giving  a  full  description  of  all  notes  and  of 
the  collateral,  if  any,  by  which  they  were  secured,  also  showing  what  portions 
of  the  proceeds  of  said  notes  were  received  by  or  credited,  respectively,  to  the 
said  Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Ailes.  or  Joshua  Evans,  jr., 
and  also  showing  clearly  the  ownership  at  the  time  of  the  making  of  the  said 
loans  of  the  collateral  securing  them,  in  each  case. 

Let  your  reply  be  under  oath  and  over  the  signature  of  C.  C.  Glover,  W.  J. 
Flather,  H.  H.  Flather,  M.  E.  Ailes,  and  Joshua  Evans,  jr. 
Respectfully, 

John  Skelton  Williams, 

Comptroller  of  the  Currency, 

That  is  the  letter,  Senator.  I  digress  to  say  that  you  will  find  in 
his  attempts  to  show  that  his  fines  were  not  imposed  merely  as  a  re- 
sult of  the  technical  failure  to  call  for  reports  properly  verified,  that 
he  said  merely  because  he  used  the  word  "  and  "  instead  of  "  or," 
to  be  "  signed  by  both  the  president  and  your  cashier  and  three  di- 
rectors," that  that  law  had  not  been  technically  complied  with,  and 
therefore  the  fines  could  not  be  held.  You  will  find  in  this  corre- 
spondence throughout,  it  was  not  any  technical  oversight  at  all.  Just 
as  in  this  letter  he  says : 

Let  your  reply  be  under  oath  and  over  the  signatures  of  C.  C.  Glover,  W.  J. 
Flather,  H.  H.  Flather,  M.  E.  Ailes,  and  Joshua  Evans,  jr. 

And  frequently,  if  one  officer  was  out  of  town,  he  would  say  to 
have  the  other  three  sign,  and  when  that  officer  came  back,  made  him 
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swear  to  it.  So  much  so  that  he  said  to  one  of  our  officers  one  time 
that  he  would  not  take  the  oath  of  any  one  officer,  that  he  meant  to 
have  them  all ;  as  though  by  an  accumulation  of  signatures  and  oaths 
you  could  get  an}'  difference  in  facts. 

Senator  Henderson.  Is  that  book  you  just  held  in  your  hand  a 
hearing  before  the  Banking  and  Currency  Committee  last  February '( 

Mr.  Hogan.  It  is. 

Senator  Henderson.  On  page  598  of  that  book  I  call  your  atten- 
tion to  Exhibit  G. 

Mr.  Hogan.  Yes,  sir.    I  know  that  exhibit. 

Senator  Henderson.  You  have  just  referred  to  a  loan  of  $86,500, 
and  explained  the  loan.  Is  that  the  same  loan  that  is  referred  to 
in  the  footnote  numbered  1  ? 

Mr.  Hogan.  Yes,  sir. 

Senator  Henderson.  I  just  want  to  connect  that  with  your  expla- 
nation. 

Mr.  Hogan.  You  are  perfectly  correct. 

Senator  Henderson.  Is  that  the  report  from  the  bank,  or  part  of 
the  report,  called  for  in  the  letter  of  the  Comptroller  that  you  have 
just  read? 

Mr.  Hogan.  No;  that  is  not  part  of  the  report.  That  is  a  tabu- 
lation made  in  the  comptroller's  office  of  the  facts  which  the  comp- 
troller had  on  national  bank  examiners'  report. 

Senator  Henderson.  What  I  was  getting  at  was  this,  you  just 
read  a  letter  from  the  comptroller  calling  for  certain  data  on  which 
a  penalty  of  $5,000  was  inmposed. 

Mr.  Hogan.  Yes. 

Senator  Henderson.  And  in  that  letter  he  refers  to  dummies  and 
he  wants  a  report  on  any  dummy  notes  that  are  carried  in  the  bank. 

Mr.  Hogan.  Exactlv. 

Senator  Henderson.  That  letter,  as  I  understand  it,  was  written 
in  January,  1915  ? 

Mr.  Hogan.  Yes,  sir. 

Senator  Henderson.  Then,  he  had  this  information  in  his  posses- 
sion ( 

Mr.  Hogan.  Right.  That  is  it.  I  thank  you  for  the  question.  I 
told  you  that  the  national  bank  examiners'  reports,  the  form  issued 
l>y  the  comptroller  for  years  and  years,  required  that  there  be  speci- 
fic-ally reported  all  loans  to  officers  of  banks.  In  other  words,  he  was 
'Wiling  the  very  life  out  of  the  officers  of  that  bank  and  requiring 
that  we  go  into  our  vaults  and  dig  out  our  records  for  20  years  with 
Aspect  to  these  loans,  when  he  had  the  data.  He  made  this  table  in 
>F*ite  of  the  fact  that  we  did  not  respond  to  the  January  22  letter. 
He  had  the  thing  he  asked  for,  as  to  all  direct  loans,  or  loans  made 
in  the  name  of  officers,  which  was  part  of  the  official  files  of  his 
office  from  the  national  bank  examiners'  reports.  As  to  those  things 
which  he  criticized  falsely  in  criticizing  as  dummy  loans,  he  had, 
prior  to  January  22,  1915,  the  repeated  sworn  statements,  first,  as  to 
*hat  the  loans  were :  second,  as  to  how  they  were  made ;  third,  as  to 
*hose  names  they  were  made  in ;  fourth,  as  to  what  the  collateral 
Hind  them  was* and  who  owned  the  collateral;  and  lastly,  the  fact 
that  every  last  one  of  them  had  principal  and  interest  been  fully 
paid.    He  had  all  that.     It  did  not  make  anv  difference.  Senator 
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Henderson,  what  he  had.  You  would  give  him  something  to-day, 
and  he  would  come  back  for  it  next  week.  He  knew  that  the  per- 
sonnel of  the  bank  was  physically  exhausted;  that  it  was  difficult 
for  us  to  do  our  business.  Let  me  tell  you  right  here  at  this  time 
how  he  carried  on  his  bank  examination  in  violation  of  his  sworn 
duty  to  the  law  of  the  land.  What  he  did  with  respect  to  the  saving 
of  the  depositors  of  banks  in  this  city  in  order  to  wreak  his  personal 
animus  toward  the  Biggs  National  Bank  people  for  the  reasons  I 
gave  in  this  record  yesterday. 

The  law  requires  that  there  shall  be  at  least  two  national  bank  ex- 
aminations of  eveiy  national  bank  a  year.  In  the  entire  year  19ir>. 
except  the  Riggs  National  Bank,  no  national  bank  in  the  District  of 
Columbia  received  the  examinations  that  the  law  required.  The 
primary  thing  for  the  safety  of  depositors  and  stockholders  was 
ignored.  The  reports  made  by  the  banks  themselves  is  the  secondary 
thing  by  which  the  bank's  condition  may  be  ascertained.  It  is  the 
examiners  with  their  assistants,  unannounced,  the  date  of  their  com- 
ing not  known,  walking  into  the  bank  and  sealing  up  things,  and  ex- 
amining. That  is  the  big  safeguard  of  depositors.  Why  were  the 
national  banks  of  the  District  of  Columbia,  10  of  them,  outside  of 
Riggs,  not  given  the  required  examinations  in  1915?  And  I  think  I 
could  almost  say  that,  too,  of  1914,  to  a  large  extent.  I  will  showT  you 
the  dates  in  a  little  while.  Because  the  national-bank  examiner  and 
his  assistants  were  placed  in  the  Riggs  National  Bank,  kept  there  day 
in  and  day  out,  kept  there  digging  into  the  archives  of  the  bank  to 
find  out  something  with  respect  to  the  officers'  personal  conduct  20 
years  before  the  time  they  were  making  the  examination.  That  is 
the  reason  why. 

Senator  Henderson.  What  I  wanted  to  know  is:  In  the  reports 
made  by  the  bank  to  the  Comptroller  of  the  Currency  were  these 
facts  relative  to  dummies,  as  referred  to  here,  given  ? 

Mr.  Hooan.  Yes,  sir. 

Senator  Henderson.  I  understand,  then,  from  your  testimony,  that 
this  Nevius  case  was  reported  by  the  bank,  as  you  practically  ex- 
plained it? 

Mr.  Hogan.  Yes,  sir;  and  that  when  he  wrote  his  letter  of  Janu- 
ary 22,  1915,  asking  for  those  facts,  he  had  this  thing,  because  this 
is  an  exhibit  which  emanated  from  him,  and  he  had  it,  as  shown  in  his 
correspondence. 

Senator  Henderson.  Then  it  is  your  contention  that  the  bank 
reports  were  true  and  correct? 

Mr.  Hogan.  Oh,  there  is  not  any  doubt  about  it.  Senator,  except 
such  mistakes  as  Mr.  Glover  said  might  be  made,  when  you  are  writ- 
ing five  hundred  and  odd  pages  of  printed  matter,  when  you  are  get- 
ting 14  and  15  page  letters,  and  you  are  going  back  20  years,  over 
hundreds  of  thousands  of  entries.  We  are  all  human,  Senator,  every 
one  of  use,  except  Mr.  Williams,  and  we  did  make  mistakes,  there 
is  not  any  doubt  about  that,  and  whenever  we  made  a  mistake  and  it 
was  called  to  our  attention,  we  acknowledged  it.  Whenever  we  found 
it  out  before  it  was  called  to  our  attention,  we  voluntarily  acknowl- 
edged it,  and  whenever  we  either  that  one  way  or  the  other  let  him 
know  a  mistake  was  made,  usually  a  mistake  of  some  past  fact,  and 
called  his  attention  to  what  the  true  facts  were,  we  invariably  got 
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back  a  communication  which  called  our  attention  to  the  fact  that 
we  were  falsifiers. 

Senator  Walsh.  I  do  not  see  the  seriousness  of  the  comptroller 
sending  a  letter  to  bank  officials  asking  confirmation  of  some  facts 
that  the  examiners  found. 
Mr.  Hogan.  Neither  do  I,  Senator. 

Senator  Walsh.  You,  of  course,  argue  that  it  was  malicious — I 
mean  that  he  was  hounding  this  bank,  that  he  was  following  it  up, 
that  his  attitude  was  not  fair.  But  suppose  a  bank  examiner  reports 
to  a  comptroller  that  loans  had  been  made  to  bank  officials  in  large 
numbers,  or  small  numbers ;  what  is  the  objection  of  the  comptroller 
writing  a  letter  to  the  bank  and  saying,  "  Let  us  have  the  loans  your 
bank  lias  made,  day  and  lates,  the  amount  and  the  collaterals,  and  let 
me  have  that  information  forthwith"?  What  is  the  objection  to 
that  ? 

Mr.  Hogan.  None  at  all.    You  have  not  been  here  to  see  that  this 
is  the  culmination  of  repeated  requests,  covering  a  volume  of  letters^ 
reams  upon  reams  of  paper,  I  hope  you  will  have  the  opportunity 
to  read  this.    This  is  the  only  the  culmination. 
Senator  Walsh.  You  only  cite  it  to  showT  persecution  ? 
Mr.  Hogan.  A  constant  persecution,  a  never-ending  persecution. 
The  Chairman.  Mr.  Hogan,  you  stated  that  the  other  national 
banks  were  not  examined  during  the  year  1915. 
Mr.  Hogan.  To  my  understanding,  I  said. 

The  Chairman.  You  do  not  mean  to  say  that  they  did  pot  make 
renorts  that  were  satisfactory  to  the  comptroller? 

Mr.  Hogan.  No.    But  I  said  a  moment  ago,  Senator  McLean,  and 
permit  to  repeat,  there  are  two  ways  of  safeguarding  the  depositors, 
who  are  the  primary  persons  to  be  safeguarded,  with  the  stockholders 
of  the  bank.    The  primary  was  is  by  examination  made  by  expert 
bank  examiners,  who  come  unannounced.    The  secondary  was  is  the 
report  the  bank  itself  makes.    The  bank  examination,  the  thing  which 
is  the  primary  safeguard  of  the  depositors  of  a  bank,  was  neglected, 
and  neglected  only  because  Biggs  was  taking  up  their  time. 
The  Chairman.  Either  way  conforms  to  the  law  ? 
Mr.  Hogan.  No,  sir ;  both  ways,  not  either.    The  law  requires  both. 
The  Chairman.  Do  you  mean  to  say  that  the  law  requires  that  the 
comptroller  shall  make  this  actual  physical  examination  twice  a  year? 
Mr.  Hogan.  Two  of  them.    That  the  bank  examiners  shall  make 
them. 
The  Chairman.  And  that  that  was  not  done  ? 
Mr.  Hogan.  Yes,  sir.    There  shall  be  five  general  reports  of  condi- 
tion, under  the  provisions  of  section  5211  of  the  Revised  Statutes. 
The  banks  shall  make  five  general  reports  of  conditions  showing  their 
assets  and  liabilities  and  such  other  information  reflecting  upon  their 
condition  as  the  comptroller  indicates  by  the  blanks  he  sends  out, 
which  reports  shall  be  rendered  five  days  after  a  date  specified  by  the 
comptroller. 

In  addition  to  that,  the  law  requires — and  this  is  the  primary 
thing  for  safeguarding  banks — that  there  shall  be  two  examinations 
by  national  bank  examiners,  who  are  employees  of  the  comptroller's 
office,  each  year.    The  system  is  a  splendid  one. 

The  Chairman*.  I  think  I  understand  it.  It  would  take  too  much 
time  to  go  into  that.     What  I  want  to  get  at  is  the  comptroller's 
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treatment  of  the  national  banks  in  the  city  as  required  by  the  law. 
Did  he  relieve  the  other  national  banks  from  any  examinations  that 
were  required  by  law  ? 

Mr.  Hogan.  Yes. 

Senator  Henderson.  Do  you  know  why? 

Mr.  Hooan.  Yes ;  because  he  was  using  all  of  his  energies  and  all 
of  his  time  and  all  of  the  forces  of  his  examiners  on  Riggs. 

The  Chairman.  How  many  national  banks  are  there  m  Washing- 
ton, outside  of  Riggs;  do  you  know? 

Mr.  Hogan.  At  that  time,  11,  my  recollection  is. 

The  Chairman.  Do  you  mean  to  say  that  the  semiannual  physical 
examinations  as  required  by  the  statute  were  not  made  by  the  comp- 
troller on  any  of  those  banks  ? 

Mr.  Hogan.  Yes,  sir.  With  respect  to  the  examination  of  May, 
1914,  prior  in  date  to  the  starting  of  this  crusade,  Comptroller  Wil- 
liams nad  referred,  shortly  prior  to  July  14,  1914,  to  the  bank  exam- 
iners, and  we  wrote  him  on  July  14, 1914: 

<  a- 

The  bunk  examiner  spent  a  week  with  us  in  May,  and  his  examination  was 
exhaustive.  When  he  had  concluded  lie  grave  us  the  strong  impression  that  he 
was  thoroughly  satisfied  with  the  bank's  condition.  Has  he  reported  the  con- 
trary to  you?  If  so,  why  do  yon  not  bring  to  our  attention  such  things  as 
may  have  met  with  his  disapproval?  Such  would  have  been  the  u  ual  course, 
but,  instead,  the  examiner,  presumably  by  your  direction,  returned  to  inquire 
the  relationships  between  certain  of  our  officers  and  whether  or  not  two  of  our 
bookkeepers  are  brothers,  the  relevancy  of  which  to  bank  examiner  would 
seem,  to  say  the  least,  to  be  remote. 

We  said  there,  vou  note : 

The  bank  examiner  spent  a  week  with  us  In  May,  and  his  examination 
was  exhaustive.  When  he  had  concluded  he  gave  us  the  strong  impression 
that  he  was  thoroughly  satisfied  with  the  bank's  condition.  Has  he  reported 
the  contrary  to  you? 

No  answer. 

I  have  already  said  all  that  is  necessary  about  the  Ainslee  loan, 
and  I  would  not  mention  this  other  loan  were  it  not  for  the  fact  that 
Mr.  Williams  mentioned  it  to  this  committee.  On  page  397  of  the 
February  hearings  of  this  committee,  this  occurs: 

Senator  Weeks.  How  much  money  did  the  Riggs  Bank  lose  in  that  way? 

Mr.  Williams.  Senator,  the  records — if  you  wish  to  go  into  the  records  of 
that  suit  in  all  its  details.  I  shall  be  very  glad  to  turn  them  over  to  you,  but 
I  have  about  8,000  banks  that  come  under  the  supervision  of  this  office,  and  I 
can  not  tell  you  at  this  time  the  individual  losses  of  the  various  deals  with 
that  bank.  I  recall  one  case,  though,  of  a  man  who  had  a  speculative  account 
with  the  bank  and  borrowed  $H0.(KH)  on  some  railroad  stock  which  they  were 
carrying  for  him,  their  authority  to  buy.  which  he  disputed  at  the  time  and 
on  account  of  which  transaction  they  charged  off  in  that  particular  item,  I 
think,  about  $25,000.  wasn't  it,  Mr.  Trimble? 

Mr.  Trimble.  I  don't  recall  the  exact  amount,  but  it  was  something  like 
that. 

Senator  McLean.  When  was  that? 

Mr.  Williams.  Immediately  before  this  case  came  up. 

Senator  Weeks.  Was  that  because  they  could  not  collect  from  the  individual 
for  whom  they  had  supposed  they  had  authority  to  buy  them? 

Mr.  Williams.  They  were  carrying  the  stocks,  and  I  think  he  denied  that 
he  had  given  them  authority  to  permit  the  purchase.  That  is  one  particular 
case,  and  there  were  a  number  of  other  losses. 

That  is  the  M usher  case,  earmarked  so  that  there  can  be  no  doubt 
about  it.  Mr.  Nathan  Musher  had  been  doing  business  with  the 
Biggs  Bank,  and  he  or  his  company — he  was  president  of  the  Pom- 
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peian  Olive  Oil  Co. — had  had  large  loans  with  the  bank,  and  they 
had  been  always  satisfactorily  handled.  He  had  always  paid  his 
interest  and  paid  his  loans.  On  some  occasions  when  at  the  bank, 
he  had  had  the  officers  make  investments  for  him,  and  he  had  always 
taken  them  up  when  they  were  reported. 

He  came  into  the  bank  one  day,  as  Mr.  Williams  was  fully  in- 
formed, and  requested,  I  do  not  know  whether  Mr.  William  J. 
Flather  or  Mr.  Glover,  to  purchase  some  Rock  Island  stock  for  him, 
and  when  the  stock  was  delivered  to  whichever  gentleman  attended 
to  it  for  him,  he  did  not  come  around  for  a  day  or  two,  and  Kock 
Island  stock  started  its  toboggan  slide  on  the  market,  and  when 
Mr.  Musher  did  come  around,  the  stock  was  a  very  valueless  stock. 
He  gave  a  note,  however,  for  the  amount,  saying  he  was  not  in 
funds.  He  collateraled  that  note  with  that  stock  and  with  some 
notes  of  the  Continental  Distributing  Co.,  which  were  in  turn  in- 
dorsed, I  think,  by  the  Pompeian  Olive  Oil  Co. 

The  Continental  Distributing  Co/s  notes  were  not  such  as  a  bank 
would  ordinarily  take  on  a  new  loan,  but  having  had  this  situation 
confronting  them,  they  took  them  as  additional  security.  He  had 
paid  off  quite  a  number  of  thousands  of  dollars  before  Mr.  Williams, 
in  a  way  he  might  explain,  became  interested  in  the  case,  and  then 
Mr.  Williams  wrote — if  need  be  I  will  refer  to  the  page — a  letter  in 
which  he  pathetically  and  almost  tearfully  painted  the  condition  of 
Xathan  Musher,  and  referred  to  him  as  "your  unfortunate  client." 
I  do  not  know  whether  he  used  the  word  "  victim  "  or  not,  but  he 
painted  him  as  an  unsophisticated  individual,  apparently,  who  had 
been  brought  into  the  bank  and  who  had  been  so  unfortunate  as  to 
invest  his  money  and  lose  his  money,  and  he  endeavored  in  his  letter 
to  intimate  that  the  bank's  officers  had  in  some  way  solicited  Mr. 
Xathan  Musher,  the  president  of  a  large  business  company  and  one 
of  the  canniest,  eagiest  business  men  this  community  ever  knew,  to 
purchase  Rock  Island  stock.  And  then  he  comes  here,  as  late  as 
1011),  and  he  tells  you — unquestionably  he  was  mistaken  in  his  facts. 
I  do  not  mean  to  say  he  falsified.  I  will  not  say  of  him  what  he  said 
of  Mr.  Glover  when  he  makes  a  mistake — but  he  says  that  we  lost 
>ome  $30,000  on  that  transaction.  The  facts  are  we  did  not  lose  one 
cent,  principal  or  interest.  Mr.  Musher,  apparently,  like  other  men,  x 
was  tight  for  money  for  a  while,  and  although  I  am  informed  that 
Mr.  Musher  was  frequently  a  visitor  to  Mr.  Williams's  office  during 
the  days  Mr.  Williams  was  hounding  the  Riggs  Bank,  when  the 
hounding  ended,  Mr.  Musher  came  around  and  paid  every  dollar, 
principal  and  interest. 

The  Ainslee  loan  I  have  already  shown  you  the  condition  of. 
There  is  only  one  other  loan  I  now  care  to  pay  any  attention  to,  be- 
came he  paid  attention  to  it,  and  that  is  the  so-called  James  D. 
Richardson  loan. 

James  D.  Richardson  was  Sovereign  Grand  Commander  of  the 
Supreme  Council  of  the  Ancient  and  Accepted  Scottish  Rite  Masons, 
w  was  the  successor  of  Gen.  Albert  Pike.  The  great,  splendid 
Jwildingof  the  Scottish  Rite  Masons  on  Sixteenth  Street  is  an  endur- 
M£  monument  to  the  man's  public  work.  lie  was  the  eminent  editor 
of  "The  Papers  and  Messages  of  the  Presidents  of  the  United 
States/'  He  was  for  many  years  a  member  of  the  House  of  Repre- 
sentatives.   Manv  vears  back  Mr.  Richardson  was  a  verv  large  owner 
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of  Capital  Traction  stock  in  this  city,  always  a  high-grade  stock. 
He  owned  over  1,300  shares,  and  he  had  made  a  large  loan,  a  hundred 
and  odd  thousand  dollars,  which  was  amply  and  properly  collaterally 
secured  at  the  time  he  made  the  loan.  The  loan  had  become  a  very 
slow  one.  It  had  remained  in  the  bank  for  years,  Mr.  Richardson 
always  paying  his  interest.  But  in  his  later  life  he  apparently  was 
tight  financially,  and  the  stock  had  been  transferred  to  the  names 
of  some  of  the  employees  of  the  bank,  so  that  the  dividends  could  be 
sent  directly  to  the  bank  and  applied  on  account  of  the  payment  of 
interest. 

Mr.  Richardson  died  in  Julv,  1914,  and  subsequently  the  collateral 
was  sold,  and  that  loan,  which  had  been  up  as  high  as  $160,000,  re- 
sulted ultimately  in  a  loss  of  about  $28,000,  which  loss  of  $28,000 
added  to  the  total  of  the  losses  incurred  by  the  bank  at  the  time  Mr. 
Williams  was  writing  these  letters  wiiich  I  called  your  attention  to 
this  morning,  amounted  to  $40,000,  the  total  losses  in  18  years  of 
business  by  a  bank  that  had  loaned  millions  and  millions  of  dollars — 
an  unprecedented  record  of  perfect  solvency  and  of  conservative 
management.  That  is  the  end  of  the  Richardson  loan.  Richardson 
was  a  man  we  were  very  proud  to  have  as  one  of  our  customers. 
Like  other  men,  he  was  not  as  prosperous  in  his  later  years  as  he 
was  in  his  earlier  years.  He  had  been — and  I  did  not  think  that 
should  be  held  against  him,  although  it  is  parenthetically  referred 
to  in  the  statement  of  the  comptroller — at  one  time  a  Member  of 
Congress. 

I  told  you  yesterday  about  the  fact  that  when  this  correspondence 
got  so  voluminous  we  printed  it  for  our  own  use,  could  not  carry  it 
around  any  longer,  but  put  it  in  volumes  like  this,  and  we  were  called 
upon  for  a  copy  of  it.  The  examiner  wanted  a  copy  of  it.  Then 
we  received  a  communication  about  this  matter  of  printing  your  own 
correspondence  for  your  own  use,  which  became  a  part  and  parcel  of 
this  correspondence. 

I  want  to  say,  while  I  am  looking  for  this,  that  during  the  entire 
existence  of  the  Riggs  National  Bank  none  of  its  records  was  ever 
destroyed.  No  one  had  ever  intimated  that  any  of  its  records  had 
been  or  would  be  destroyed.  There  was,  never  any  reason  for  de- 
stroying its  records.  We  got  this  letter  of  January  16,  1915,  from 
the  comptroller: 

You  are  requested  tcr  furnish  to  this  office  at  once  complete  copies  of  the 
printed  correspondence,  letters,  and  statements  which  the  bank  examiner  yes- 
terday requested  you  to  furnish  him. 

You  are  also  requested  to  Inform  this  office — 

First.  How  many  copies  of  this  correspondence  and  statements  were  printed. 

Second.  To  whom  the  printed  copies  of  these  volume**  were  delivered. 

Third.  How  many,  if  any,  of  said  copies  have  been  destroyed. 

Let  your  reply  be  under  oath,  over  the  signature  of  your  president,  your 
two  vice  presidents,  and  your  cashier. 

And  then  he  followed  that  by  this  gratuitous  thing: 

You  are  requested  to  advise  this  office  at  once  whether  or  not  you  have 
since  May  1,  1914,  destroyed,  mutilated  or  disposed  of  any  of  the  (1)  books 
of  record  or  account  or  any  portions  thereof,  or  (2)  any  correspondence,  or  (3) 
reports,  or  (4)  statements,  or  (5)  vouchers,  or  (6)  documents  relating  to  the 
Kigps  National  Bank,  its  business  and  affairs;  and  if  you  have  destroyed, 
mutilated,  or  disposed  of  any  of  the  aforesaid  books,  pai>ers,  correspondence, 
statements,  vouchers,  or  documents,  you  are  requested  to  furnish  this  office  at 
once  a  detailed  statement  of  the  same,  and  the  dates  upon  which  they  were 
disposed  of,  mutilated,  or  destroyed,  and  how  and  where. 
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You  are  hereby  Instructed  not  to  destroy,  mutilate,  or  dispose  of  in  any 
way,  until  further  notice  in  writing  from  this  office,  any  (1)  books  of  record 
or  accounts,  or  any  portions  thereof,  or  (2)  any  correspondence,  or  (3)  reports, 
or  (4)  statements,  or  (5)  vouchers,  or  (6)  documents  relating  to  the  business 
or  affairs  of  the  Riggs  National  Bank. 

Let  your  reply  be  under  oath,  over  the  signatures  of  your  president,  your 
two  vice  presidents,  your  cashier,  your  assistant  cashier,  and  over  the  signa- 
ture of  such  other  officer  of  employee  or  employees,  if  any  there  be.  who  may 
have  had  special  charge  or  direction  of  the  destruction  or  disposition  of  un- 
used or  old  or  other  books,  correspondence,  reports,  statements,  or  documents 
of  your  bank. 

Respectfully, 

John  Skelton  Williams, 
Comptroller  of  the  Currency. 

Out  of  the  clear  sky,  born  of  that  thought,  to  write  into  the  record 
something  that  some  one  some  time  seeing,  would  use  as  a  basis  of  an 
unfavorable  inference  against  this  man,  without  a  single  fact  that 
had  occurred  or  a  threat  that  had  been  made,  came  that  letter.  And 
then  that  was  followed  by  another  letter  of  March  9,  1915,  in  which 
the  capitals  and  the  italics  abound. 

I  am  coming  to  a  conclusion  of  this  correspondence,  and  I  know 
you  are  glad  to  hear  it.  Then,  gentlemen,  patience  was  ceasing  to 
be  a  virtue.  We  were  then  on  the  four  hundred  and  fifty-first  page, 
without  the  tabulated  statements  of  this  correspondence,  and  we 
wrote  him : 

March  9,  1915. 
t'omftboller  of  the  currency, 

Washington.  D.   C. 

Sir:  Your  letter  of  February  26  was  duly  received,  but  we  have  deferred  our 
answer,  because  one  of  the  officers  whose  signature  It  required  was  then  out 
of  the  city. 

During  the  past  nine  months  you  have  written  more  than  40  letters  to  this 
bank,  and  in  almost  every  one  of  them  you  have  insulted  its  officers  with  some 
direct  imputation  against  their  veracity,  or  with  some  insinuation  against 
rheir  integrity.  Many  of  your  questions  were  such  as,  under  the  law,  you  had 
ho  right  to  ask,  and  such,  therefore,  as  we  could  have  properly  refused  to 
answer ;  but  we  answered  them  in  the  expectation  that  when  you  were  fully 
advised  about  the  affairs  of  this  bank  and  the  conduct  of  its  officers,  your 
sense  of  official  obligation  would  prevail  over  your  personal  feeling,  and  re- 
strain you  from  abusing  the  power  of  your  great  office  to  gratify  your  per- 
sonal resentment.  Your  last  letter,  however,  makes  it  manifest  that  our  for- 
bearance has  only  invited  your  more  persistent  attacks,  and  we  feel  that  we 
owe  it  to  ourselves  as  well  as  to  our  stockholders  to  recall  to  your  mind  the 
events  which  convince  us  that  your  course  is  due  to  your  personal  hostility  to- 
ward the  officers  of  this  bank. 

On  December  3.  1913,  the  New  York  Tribune  published  an  article  severely 
criticizing  you  with  respect  to  a  certain  transaction  conducted  by  you  as 
Assistant  Secretary  of  the  Treasury,  and  when  another  article  of  similar  im- 
IK>rt  api>eared  in  the  same  paper  on  the  following  day,  Mr.  C.  C.  Glover,  the 
president  of  this  bank,  received  a  request  to  call  at  the  office  of  the  Secretary 
of  the  Treasury.  Mr.  Glover  promptly  complied  with  that  request,  though 
he  had  not  the  remotest  idea  of  why  it  was  made:  and  he  had  hardly  more 
than  entered  the  Secretary's  office  when  he  was  charged,  in  the  most  offen- 
sive manner,  with  having  inspired  those  publications.  Mr.  Glover  emphatically 
denied  that  charge,  and  the  Secretary  then  declared  that  if  he  (Glover)  was 
not  himself  responsible  for  those  articles,  they  were  instigated  by  some  of  his 
associates  in  this  bank.  Mr.  Glover  demanded  to  kuow  who  of  his  associates 
were  supposed  to  be  responsible,  and  the  Secretary  named  the  vice  president, 
Mr.  Flather,  and  Mr.  Ailes.  Thereupon,  Mr.  Glover  replied  that  before  accusing 
those  gentlemen  the  Secretary  of  the  Treasury  should  send  for  them  and  hear 
what  they  had  to  say  about  the  matter. 

Accordingly,   Messrs.   Ailes  and   Flather   were   summoned   to    the   Treasury 
Department/ and  there  in  your  presence  and  the  presence  of  Mr.  Elliott  the 
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Secretary  proceeded  to  question  them  about  the  newspaper  articles.  He  first 
questioned  Mr.  Flather,  who  declared  that  he  had  not  been  connected  with  the 
articles  in  any  way,  and  had  not  known  anything  of  them  until  his  attention 
was  called  to  them.  The  Secretary  the  turned  to  Mr.  Ailes  and  charged  him 
with  having  instigated  the  articles.  Mr.  Alles  asserted,  distinctly  and  un- 
equivocally, that  he  was  in  no  way  responsible  for  them,  but  the  Secretary 
grew  increasingly  violent  in  his  denunciation,  and  finally  exclaimed,  with  an 
oath,  that  he  would  order  Mr.  Alles  out  of  his  office,  and  turning  to  Mr.  Glover, 
said:  "Mr.  Glover,  you  know  what  this  means  to  the  Riggs  National  Bunk." 
But  notwithstanding  the  plain  threat  implied  in  this  last  expression,  and 
notwithstanding  the  gross  impropriety  of  a  public  official  calling  private  citi- 
zens into  his  office  to  examine  and  denounce  them  about  a  newspaper  criti- 
cism, we  could  not  believe  that  a  Secretary  of  the  Treasury,  or  an  Assistant 
Secretary  of  the  Treasury,  would  abuse  the  power  of  his  great  office  in  order 
to  avenge  himself  for  what  he  supposed  to  be  a  political  offense  against  him, 
and  we  had  a  right  to  expect  that  the  disagreeable  incident  was  closed  when  we 
left  the  Secretary's  office.  But  that  we  were  not  to  realize  this  just  and 
reasonable  expectation  was  soon  made  apparent  by  the  following  circumstances : 

For  many  years  it  has  been  a  habit  with  the  Washington  public  to  pay  its 
annual  taxes  during  the  last  month  In  the  yeqr  for  which  taxes  are  payable,  and 
the  inevitable  result  of  that  was  to  create  a  stringency  in  the  local  money 
market  at  that  time.  In  order  to  obviate  that  difficulty,  the  Treasury  Depart- 
ment has  made  It  a  rule  for  the  last  8  or  10  years  to  deposit  in  the  banks  of 
this  city,  about  the  usual  tax-paying  time,  a  sum  equal  to  the  amount  which  is 
then  withdrawn  for  the  purpose  of  paying  taxes,  and  the  sum  so  deposited  has 
been  distributed  among  the  banks  in  proportion  to  their  individual  deposits,  the 
theory  being  that  the  withdrawals  for  tax-paying  purposes  would  be  approxi- 
mately in  the  same  proportion.  But  when  the  deposit  was  made  last  year  the 
Riggs  National  Bank  was  excluded  from  all  participation  in  the  fund.  The 
fact  that  the  usual  deposit  was  made  with  every  National  Bank  in  Washington 
except  this  was  a  discrimination  for  which  no  reasonable  excuse  could  be  given, 
and  that  discrimination  becomes  the  more  apparent  and  the  more  unjust  when  it 
is  remembered  that  about  one-fifth  of  the  taxes  of  the  District  of  Columbia  are 
paid  by  our  depositors,  and  that  the  money  with  which  those  taxes  are  paid  is 
drawn  out  of  this  bank. 

When  v/e  found  that  our  bank  had  thus  been  discriminated  against  we 
addressed,  under  date  of  May  6,  1914,  a  polite  note  to  the  Secretary  of  the 
Treasury  asking  his  reasons  for  the  discrimination.  Under  date  of  June  11  the 
Secretary  of  the  Treasury  made  a  rather  curt  answer  to  our  letter  addressed  to 
him  more  than  30  days  before,  and  in  addition  to  what  we  think  were  his 
wholly  insufficient  reasons  for  refusing  to  deposit  any  part  of  the  tax  money 
with  this  bank  and  as  if  to  emphasize  his  unreasonable  hostility,  he  told  us 
that  he  intended  "  to  withdraw  all  Government  funds  from  the  Riggs  National 
Bank." 

In  pursuance  of  this  open  declaration  of  war  on  this  bank,  the  withdrawal  of 
public  funds  from  It  vfas  systematically  inaugurated,  and  in  a  very  short  time 
more  than  $1,200,000  were  withdrawn.  Such  a  withdrawal  would  embarrass  a 
strong  bank  in  an  ordinary  time,  and  under  the  financial  conditions  which  then 
existed  a  bank  of  less  than  exceptional  strength  would  have  been  seriously  im- 
periled. In  a  period  of  stress,  when  some  bauks  were  failing  and  all  banks 
were  striving  to  husband  their  resources,  no  reasonable  depositor  would  have 
made  an  extraordinary,  and  certainly  not  an  unnecessary,  demand  upon  any 
bank,  and  that  this  demand,  both  extraordinary  and  unnecessary,  should  have 
been  made  by  the  Government  of  the  United  States,  and  by  the  very  department 
of  the  Government  charged  with  the  care  and  supervision  of  national  banks,  in 
a  time  of  universal  depression,  verging  on  a  panic,  evidences  to  our  mind  a 
deliberate  purpose  to  wreck  this  bank  if  possible,  and  nothing  else  than  this 
bank's  unassailable  position  defeated  that  purpose. 

The  Treasury  Department  was  not  content  to  withdraw  from  this  bank  the 
funds  subject  to  its  own  control  but  it  insisted  upon  the  withdrawal  of  a  large 
fund  controlled  by  the  War  Department.  While  the  Secretary  of  the  Treasury 
was  withdrawing  the  public  deposits  from  this  bank  he  was  pursuing  a  different 
policy  toward  another  bank  which  is  supposed  to  enjoy  your  special  favor,  al- 
though every  report  which  it  has  made  to  your  office  since  you  have  been  Comp- 
troller of  the  Currency  shows  that  it  has  been  violating  that  section  of  the 
national-bank  act  which  limits  its  right  to  incur  indebtedness,  and  the  same 
reports  show  that  on  every  statement  day  its  reserve  was  below  the  amount 
required  by  law. 
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It  would  extend  this  communication  beyond  a  reasonable  limit  for  us  to 
review  the  letters  which  have  passed  between  your  office  and  thU  hank, 
because  they  cover  more  than  400  printed  pages.  It  will  not  be  amis*,  however, 
to  say  that  in  this  voluminous  correspondence  you  have  not  ir.  a  single  instance 
ordered  or  requested  this  bank  to  discontinue  any  business  practice  which  it 
has  followed,  nor  have  you  suggested  the  adoption  of  anv  new  or  different 
business  methods,  notwithstanding  the  fact  that  our  board  of  directors  by 
formal  resolution  invited  your  suggestion  in  that  regard.  Your  object  through- 
out seems  to  have  been  to  find  matter  for  complaint  rather  than  for  correction. 
Indeed,  so  eager  have  you  been  to  find  some  misconduct  on  the  part  of  the 
officers  of  this  bank  that  you  have  called  experts  to  assist  you  in  that  effort. 
You  kept  the  regular  bank  examiner  for  this  district,  with  an  assistant,  em- 
ployed in  an  examination  of  it  from  the  13th  of  November,  1911,  to  the  16th 
of  January,  1915;  and  when  that  unprecedented  examination  disclosed  nothing 
which  would  support  your  attack,  you  brought  an  examiner  from  another  district 
and  ordered  him,  in  cooperation  with  your  regular  examiner,  to  conduct  a 
special  examination  of  our  officers,  under  oath. 

Patience  with  us  has  ceased  to  be  a  virtue,  and  perhaps  never  was.  Hitherto, 
although  sorely  tried,  we  have  by  forbearance  endeavored  to  allay  your  pas- 
sions and  have  continued  to  answer  long  beyond  the  time  when  self-respect 
and  the  good  opinion  of  others  warranted  a  different  course.  We  recognize 
to  the  fullest  extent  your  official  right  and  your  official  duty  to  give  to  this 
bank,  as  to  all  other  banks  under  your  Jurisdiction,  the  most  rigid  supervision 
under  the  law ;  and  we  will  in  the  future,  as  we  have  in  the  past,  make  full 
reports  and  complete  answers  to  all  lawful  inquiries.  But  come  what  may 
we  will  not  further  submit  to  or  respond  to  inquiries  that  palpably  transcend 
official  propriety  or  authority,  and  which  violate  the  common  rules  of  decency 
and  self-respect. 

Having  submitted  the  foregoing,  we  now  comply  with  your  request  with 
respect  to  the  destruction  of  the  papers  and  records  of  this  bank,  and  say 
that  neither  since  the  1st  of  May,  1914,  nor  before  that  time  have  any  of  the 
books  of  record  or  account,  or  any  portions  thereof,  or  any  correspondence  or 
reports  or  statements  or  vouchers  or  documents  of  this  bank  been  destroyed, 
mutilated,  or  disposed  of. 

Not  only  as  a  matter  of  compliance  with  your  demand,  but  also  because  we 
desire  that  certain  matters  of  fact  In  this  communication  shall  be  placed 
beyond  any  doubt,  we  make  oath  to  this  letter. 

As  only  the  president  and  the  two  vice  presidents  have  cognizance  of  all 
the  facts  herein  stated,  they  alone  subscribed, 
Respect  fully,  yours, 

Chas.  C.  Glover, 

President. 
M.  E.  Ailes, 

Vice  President. 
Wm.  J.  Flathke, 

Vice  President. 

Subscribed  and  sworn  to  before  me  this  9th  day  of  March,  1915. 

Wm.  H.  Dobsey, 
Notary  Public,  District  of  Columbia. 

Senator  Fletcher.  What  is  the  date  of  that? 

Mr.  Hogan.  March  9,  1915. 

Then  came  other  letters  that  I  had  intended  to  read,  but  will  not 
read;  came  other  statements;  came  other  charges  of  falsifications, 
and  came  the  letter  of  March  30, 1915. 

Now,  of  course,  I  want  to  corroborate  by  the  record  the  statement 
I  made  to  the  Senators  the  other  day.  I  return  again  to  that  letter 
of  March  30,  1915,  by  which  this  man  sought  to  ffe  $5,000  from  this 
bank.  We  had  told  him  early  in  this  correspondence  that  we  were 
going  to  comply  with  everything  that  it  was  humanly  possible  to  com- 
ply with.  We  were  not  seeking  litigation.  As  I  said  yesterday,  no 
national  bank  that  was  not  foolhardy  would  seek  litigation  with  the 
Comptroller  of  the  Currency  or  the  Secretary  of  the  Treasury.  We 
did  everything  that  was  humanly  possible  to  do;  but  we  told  him 
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early  that  if  he  intended  to  continue  his  actions  on  any  such  pretext  as 
he  was  doing  we  would  appeal  to  the  courts  of  this  land  and  bring 
him  there,  and  it  took  nine  months  before  he  would  jump,  and  it 
took  him  less  than  a  month  to  crawl  from  his  jump. 

Senator  Fletcher.  I  would  be  glad,  Mr.  Hogan,  if  you  would  read 
that  letter  of  January  22. 

Mr.  Hogan.  I  have  read  it  into  the  record  while  you  were  out, 
Senator,  every  word  of  it. 

Senator  Fletcher.  All  right. 

Mr.  Hogan.  On  page  470,  in  the  letter  of  March  30,  delivered  late 
on  March  31,  after  saying  that  he  wanted  $5,000  and  would  we  please 
send  it  over  to  him  right  away,  he  says : 

The  $5,000  assessment  imposed  as  above  stated  is  in  addition  to  the  all  other 
penalties  which  you  have  incurred  and  are  incurring  for  your  failure  to  furnish 
all  other  special  reports  which  have  heretofore  been  called  for  by  the  Comp- 
troller of  the  Currency,  in  accordance  with  the  provisions  of  sections  5211  and 
5213  of  the  Revised  Statutes  of  the  United  States. 

That  is  what  he  said  on  March  31. 

On  April  1  we  demanded  that  $5,000  and  we  failed  to  get  it.  On 
April  12,  which  was  as  soon  as  we  were  able  to  properly  prepare  a  bill 
charging  this  man  with  his  misconduct,  we  filed  our  bill.  Having  in 
mind  what  he  said  in  that  last  communication,  I  want  to  call  your 
attention  to  what  he  said  when  he  came  into  court.    I  read  from 

Eages  21  and  22  of  the  affidavit  of  John  Skelton  Williams  in  what  we 
ave  been  referring  to  as  the  equity  suit : 

Inasmuch  as  the  plaintiff  did  ultimately  file  reports  to  all  the  calls  (though 
at  times  incomplete  and  evasive),  except  that  of  January  22,  1915,  aforesaid, 
exercising  my  discretion  as  Comptroller  of  the  Currency  I  have  no  intention  of 
assessing  or  attempting  to  collect  any  penalty  on  such  calls,  notwithstanding  the 
fact  that  some  of  said  reports  were  not  filed  within  the  time  prescribed  by  law, 
and  I  hereby  waive  the  right  to  assess  any  penalty  on  such  calls  other  than  said 
penalty  of  $5,000. 

That  was  in  May,  1915,  that  he  filed  and  swore  to  that.  And  then 
he  says  there  would  not  be  any  other  penalties,  because  we  ultimately 
filed  reports.  We  have  not  filed  any  report  between  the  time  when 
he  wrote  his  letter  of  March  30,  1915,  when  he  said  the  $5,000  was 
in  addition  to  the  other  penalties  incurred,  and  the  time  when  he 
wrote  this.  If  we  had  complied  at  once,  to  be  free  of  the  penalties, 
ultimately  or  otherwise,  with  his  calls  for  reports,  we  had  complied 

frior  to  the  time  when  he  wrote  that  letter  m  March,  1915 ;  and  as 
said  yesterday,  if  we  had  incurred  penalties  aggregating  $160,000 
for  violations  of  law,  the  law  imposed  the  penalties  and  there  never 
was  any  authority  given,  even  to  this  comptroller,  whereby  he  could 
gratuitously  in  his  discretion  give  away  $160,000  of  the  public  funds. 
In  that  same  affidavit,  always  complaining  and  always  asserting 
that  no  court  had  any  right  to  bring  him  to  its  bar,  he  said  in  con- 
clusion: 

I  have  endeavored  in  this  affidavit  to  answer  specifically  and  In  detail  all 
the  allegations  of  fact  contained  in  the  bill  of  complaint  affecting  me,  without 
regard  to  the  question  of  whether  they  bear  upon  any  issue  involved  in  this 
action,  and  to  set  forth  the  motives  and  purposes  that  have  guided  me  in  the 
matters  that  are  within  my  explicit  jurisdiction  and  discretion,  and  as  to 
which  I  understand  that  I  am  not  under  any  legal  obligation  to  account  in 
this  action. 
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That  is  what  the  Kaiser  used  to  sav! 

Now,  sir,  one  of  the  most  reprehensible  things  that  Mr.  Williams 
did  was  to  create  a  false  impression  that  the  Riggs  National  Bank 
was  habitually  short  in  its  reserves. 

Prior  to  the  amendment  of  the  law,  in  the  federal  reserve  act,  na- 
tional banks  were  required  to  keep  on  hand  reserves  equal  to  25  per 
cent  of  their  individual  deposits.  The  law  required  that  12£  per 
cent,  or  one-half  of  the  reserve,  be  kept  in  cash  at  the  bank,  and 
permitted  12£  per  cent,  or  the  other  half  of  the  reserve,  to  be  kept 
with  other  national  banks  designated  by  the  comptroller  as  reserve 
agents.  The  Riggs  National  Bank  had  a  very  large  southern  busi- 
ness. A  great  many  hundreds  of  the  banks  in  the  South  were  its 
correspondents,  and  those  banks,  in  order  to  carry  on  their  business, 
very  frequently  would  call  upon  the  Riggs  Bank  for  the  transfer 
of  funds  from  Washington  to  the  southern  market,  and  invariably 
when  those  calls  came  in  the  Riggs  Bank,  with  all  promptness,  would 
respond  thereto,  because  our  cash  reserves  whatever  they  were  here 
in  the  vaults  were  always  supplemented  by  cash  reserves  that  we 
could  get  in  a  few  hours  by  telegraph  from  New  York.  If  we  were 
required  to  have  $2,000,000  on  a  given  date,  and  we  had  $1,000,000 
here  and  perhaps  a  million  and  a  half  in  New  York,  earning  inter- 
est, in  order  to  meet  the  demands  of  our  southern  correspondents 
and  the  money  we  had  here  was  depleted  temporarily  to  a  very 
slight  extent,  the  next  morning  we  would  have  funds  ftom  New 
York  to  cover  it. 

All  of  which  was  made  known  to  John  Skelton  Williams. 

When  he  got  to  the  fix  where  he  had  to  testify  to  some  of  this 
conduct  of  his,  he  put  forth  the  fact  that  we  were  very  frequently 
short  in  our  reserves.  On  page  55  of  the  affidavit  which  he  filed  in 
court  he  indulged  in  what  I  yesterday  characterized  as  that  half- 
truth  method.  This  time  he  put  it  in  writing  which  he  knew  was 
going  out  to  the  public. 

As  exhibit  D  to  the  affidavit  of  the  defendant  William  he  put  in 
a  tabulated  statement  in  two  parts,  part  one  and  part  two.  I  could 
read  you  both  the  figures  and*  the  percentages,  but  it  will  do  to  read 
you  the  percentages  for  the  illustration  of  what  I  want  to  show.  It 
is  a  table  showing  per  cent  of  average  reserve  for  30  days  prior  to 
the  dates  of  reports  of  condition  of  the  Riggs  National  Bank.  He 
would  take  a  date  and  he  would  put  in  there  that  there  was  in  cash 
11.88  per  cent,  and  then  a  dotted  line  to  show  how  much  we  had 
in  the  hands  of  our  reserve  agents  over  in  New  York,  and  then  a 
dotted  line,  keeping  from  the  public  and  from  the  court  how  much 
our  total  reserves  in  hand  were.  You  will  see  that  except  in  one 
instance  he  does  not  put  down  what  our  cash  reserves  were  in  other 
banks,  and  in  that  instance  where  he  does  put  it  down  he  leaves  out 
what  our  cash  reserves  were  in  Washington ;  so  we  have  little  dotted 
lines  evading  the  disclosure  of  facts. 

He  gave  28  instances  in  the  history  of  this  bank  in  which  he  said 
we  were  short  in  our  reserve.  Out  of  those  28  instances  we  were — • 
and  he  knew  we  were — 17  times  over  in  the  amount  of  cash  we  had 
available  to  us  as  reserves.  As  to  the  cash  on  hand  and  the  cash,  as  I 
have  told  you  that  could  be  brought  over  promptly,  were  over 
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17  times ;  we  were  less  than  a  f  ractiin  of  1  per  cent  under  nine  times,. 
and  we  were  less  than  1£  per  cent  under  the  remaining  two  times. 

As  I  have  said  to  you,  tirelessly,  (Senators,  he  knew,  evidently,, 
when  he  put  that  thing  in  that  we  had  no  way  of  replying  to  it. 
This  was  a  preliminary  hearing  on  a  bill  and  ex  parte  affidavits ;  but,  as 
I  said,  and  I  say  over  and  over  again,  to  Justice  McCoy  s  great  credit 
he  did  not  permit  that  situation,  and  we  did  make  a  reply. 

In  the  affidavit  of  Mr.  Joshua  Evans  we  set  forth,  first,  his  state- 
ment No.  1,  wherein  he  tries  to  show  our  cash  reserves.  I  am  not 
going  to  read  it  all  to  you,  but  I  am  going  to  call  your  attention  to 
the  situation. 

On  June  28,  1900,  the  cash  required  was  $655,675;  cash  held,, 
$609,122;  cash  required  with  reserve  agents,  $655,765;  actual  cash 
held  by  our  reserve  agents,  $1,310,442. 

So  we  had  over  twice  as  much  as  we  were  required  to  have  with  our 
reserve  agents,  and  a  few  thousand  dollars  only  under  our  cash  in 
bank;  and,  therefore,  to  keep  from  showing  to  the  court  and  the 
public  the  real  situation,  he  put  dotted  lines  where  he  would  other- 
wise have  been  required  to  tell  the  truth  about  the  money  we  had  in 
bank. 

Think  of  sending  out  to  the  American  public  and  to  the  public  of 
this  community  a  statement  which  would  lead  the  depositors  and  the 
people  dealing  with  us  to  believe  that  we  were  in  a  position  where  we 
could  nof  meet  our  reserve  requirements  on  certain  given  dates,  when 
he  knew  that  on  practically  every  one  of  these  dates  we  were  over- 
whelmingly in  position  to  meet  them. 

Think  of  the  harm  that  he  could  have  done,  that  he  might  have 
done  to  a  national  bank  by  such  an  action  as  that.  Think  of  the  false 
inference  and  the  false  impression  that  he  might  have  created  and 
what  a  run  it  might  h&ve  started  on  some  other  bank  not  so  strongly 
intrenched  as  the  Riggs. 

Then  turn  to  page  396  of  the  hearing  of  Comptroller  Williams  be- 
fore this  committee  in  February  last,  when  Senator  Henderson  pro- 
pounded a  question  to  him  and  he  said  he  thought  it  was  not  too 
much  to  say  that  his  conduct  had  saved  this  bank. 

Next,  part  2d  of  that  report,  page  7  of  Mr.  Joshua  Evans's  table- 
I  am  going  to  show  you  what  the  real  situation  was. 
On  September  4,  1906,  our  total  reserves  were  required  to  be  25 

per  cent,  and  we  had  twenty-seven  and  a  fraction 

Senator  Henderson.  Just  explain  that.    Under  cash,  in  the  table, 
you  have  11.88. 
Mr.  Hogan.  Yes. 

Senator  Henderson.  Now,  under  agents  there  are  the  dots  that  yon 
have  referred  to. 

Mr.  Hogan.  Yes.    Do  you  know  what  agents  mean  ? 
Senator  Henderson.  1l  es ;  other  banks  outside. 
Mr.  Hogan.  The  National  City  Bank,  for  instance. 
Senator  Henderson.  Any  banks  outside  of  your  own  bank. 
This  cash,  as  I  understand  it,  is  what  they  had  in  the  Riggs  Na- 
tional Bank? 
Mr.  Hogan.  Yes,  sir;  in  the  vault. 
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Senator  Henderson.  The  agents  are  other  institutions  that  you 
have  deposits  in  1 

Mr.  Hogan.  Right. 

Senator  Henderson.  What  were  the  agents  holding  on  that  date? 

Mr.  Hogan.  15.16  per  cent,  instead  of  12.5. 

Senator  Henderson.  Then  the  reserve  that  the  bank  had 

Mr.  Hogan.  Was  27. 

Senator  Henderson.  And  available  en  that  date  was  27? 

Mr.  Hogan.  Twenty-seven  and  a  fraction ;  and  as  I  said,  if  he  told 
the  whole  truth,  he  would  have  disclosed  that. 

Senator  Henderson.  Your  contention  is  that  this  Table  No.  2  as 
shown  here  does  not  reveal  the  true  situation  relative  to  the  available 
cash  on  hand  that  the  Biggs  National  Bank  had  at  that  date? 

Mr.  Hogan.  Obviously  and  demonstrably  so;  and  he  knew  it. 

Senator  Henderson.  The  same  condition  would  exist,  then,  with 
reference  to  these  other  if  ems,  with  the  exception  of  January  31t 
1910,  where  there  is  no  cash,  but  11.99  under  agents? 
.  Mr.  Hogan.  Yes.  I  will  show  you  that  condition.  In  the  condi- 
tion, under  cash,  we  had  in  our  bank  at  that  time  or  were  required  to 
have  12.50.  We  had  in  our  bank  12.97.  We  had  more  than  was  re- 
quired, and  I  venture  to  say — I  have  not  it  before  me 

Senator  Henderson.  I  say,  there  is  nothing  under  cash. 

Mr.  Hogan.  On  that  date  we  had  12.97  under  cash;  11.905  with 
agents,  and  a  total  of  24.812.  In  other  words,  we  were  under,  tempo- 
rarily, that  day,  the  difference  between  25  per  cent  and  24.81. 

Senator  Henderson.  That  fact  could  have  been  determined  under 
this  table,  could  it  not,  because  while  there  are  dotted  lines  in  the 
column  under  cash,  and  under  agents  11.90,  still  under  totals  it  is  car- 
ried out  at  24.80  ? 

Mr.  Hogan.  As  to  that  one  date. 

Senator  Henderson.  As  to  that  date  you  could  have  determined 
vhat  the  cash  was  on  hand  ? 

Mr.  Hogan.  Yes;  as  to  that  one  date.  Now,  take  the  other  dates, 
Senator,  that  you  have  got  there.    Will  you  follow  me? 

Senator  Henderson.  Yes. 

Mr.  Hogan.  November  12,  1906,  our  total  was  25.50 — more  than 
required.    He  does  not  give  it.  does  he? 

Senator  Henderson.  He  gives  under  cash,  only. 

Mr.  Hogan.  I  see. 

Senator  Henderson.  So  far  as  agents  are  concerned,  the  only 
item  appearing  in  that  column  under  agents  is  the  January  31,  1910, 
item.    The  balance  is  all  dotted  lines. 

Mr.  Hogan.  Thev  read  this  wav :  28.13,  28.71,  28.10. 

On  February  5,  1909,  where  we  had  cash  11.65,  and  he  does  nor 
give  the  rest,  we  had  30.96  with  our  reserves  agents,  or  a  total  of 
4-2.61  reserves. 

He  knew  it.  Senator;  he  knew  it  when  he  sent  that  vicious  state- 
ment to  the  public ;  he  knew  it  when  he  put  it  in  the  affidavit.  He 
could  not  help  but  know  it;  arid  as  I  said  to  you  yesterday,  the  man 
*ho  deals  in  half  truths  is  the  most  vicious  kind  of  a  falsifier.  I 
pave  to  the  court  the  whole  truth,  and  not  part  of  the  truth.     I 
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came  back  to  the  court  and  gave  it  in  Mr.  Evans's  affidavit,  all  of 
those  things,  so  that  the  court  at  that  time  could  get  it  all. 

But  do  you  think  that  we  were  ever  able  to  overtake  the  effect 
of  that  kind  of  a  table  that  was  sent  out  by  Mr.  Williams? 

Senator  Henderson.  I  understand  that  you  are  not  complaining 
of  these  items  where  the  totals  are  given. 

Mr.  Hogan.  You  are  right,  Senator,  as  you  have  been  all  the  way 
ih  rough. 

Senator  Henderson.  Where  the  totals  are  given  you  can  readily 
determine  what  the  agents  have? 

Mr.  Hogan.  Yes,  sir.  I  do  not  know  whether  those  totals  are  cor- 
rect. The  correct  totals  are  given  in  a  full  and  true  statement  at- 
tached to  Mr.  Evans's  affidavit  filed  in  the  equity  suit. 

Senator  Henderson.  It  is  only  where  the  dotted  lines  appear 
under  totals  where  it  might  run  over  the  25  per  cent 

Mr.  Hogan.  Where  it  did  run  over  the  25  per  cent.  There  is  not 
a  time  there  where  he  left  a  dotted  line  where  we  did  not  have  more 
with  the  agents  than  we  were  required  to  have.  There  is  not  a  time 
there  where  he  left  a  dotted  line  that  we  did  not  have  more  than  the 
law  required  us  to  have;  and  there  was  no  time  in  all  the  instances 
he  gave,  with  two  exceptions,  when  we  were  more  than  a  fraction 
of  1  per  cent  temporarily  under,  caused,  by  the  conditions  of  which 
I  have  alreadv  told  you. 

Of  course,  when  you  send  out  reports  that  a  national  bank  is 
short  in  its  reserves;  when  you  make  that  kind  of  a  statement  and 
make  it  public,  and  when  you  did  as  Williams  did — the  day  we  filed 
this  he  sent  out  a  long  statement  to  the  press  which  summarized 
these  things,  which  gave  them  to  the  public,  and  then  he  comes 
around  and  says  he.  saved  the  bank.  Although  it  is  nineteen  hun- 
dred and  odd  years  later  than  any  record  of  miracles,  it  is  a  miracle 
that  the  Riggs  National  Bank  is  in  existence  to-day. 

The  Chairman.  Are  there  totals  that  do  not  represent  the  full 
Amount  of  the  cash  reserves  either  in  the  bank  or  in  New  York? 

Mr.  Hogan.  Yes;  I  have  called  attention  to  them. 

The  Chairman.  That  is  the  point  I  understood  that  Senator  Hen- 
derson wanted  to  bring  out. 

Mr.  Hogan.  He  brought  it  out  very  clearly. 

Senator  Henderson.  What  I  was  getting  at  was  simply  this,  that 
in  this  table,  under  cash,  w7e  have  in  the  first  item  11.88.  Then  there 
is  nothing  under  agents  and  nothing  under  totals.  So  the  inference 
would  probably  be  that  there  was  only  11.88  in  the  bank. 

Mr.  Hogan.  Right;  and  if  he  had  told  the  whole  truth 

Senator  Henderson.  Where  the  items  are  shown  under  agents  and 
under  totals  you  can  easily  determine  it. 

The  Chairman.  Certainly,  but  in  some  instances 

Senator  Henderson.  Agents  were  left  out  entirely,  and  under 
totals,  too. 

Mr.  Hogan.  Yes;  in  numerous  instances. 
.  Senators,  I  am  going  to  insert,  because  Mr.  Williams  inserted 
his  statement  in  the  record,  the  true  statement  which  will  be  found 
on  page  7  of  Mr.  Evans's  affidavit  in  the  equity  proceedings. 
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(The  statement  referred  to  is  as  follows:) 


Date. 

Caih. 

Agents. 

Total. 

Date. 

Cash. 

Agents. 

Total. 

Sept.  4.  1906 

11.88 
10.85 
11.69 
12.41 
10.80 

11.65 
10.09 
12.40 
12.907 
11.53 
12.09 
11.40 
10.20 
9.77 

15.16 

14.C5 

16.44 

16.30 

27.30 

30.96 

19.13 

12.80 

11.905 

14.r3 

13.55 

17.00 

14.74 

13.95 

27.04 

25.50 

28.13    , 

58.71 

38.10 

42.61 

29.22 

25.20 

24. 812 

25. 76 

25.64 

28.40 

24.94 

23.72 

l 

Mar.  7, 1911 

9.36 
11.72 
10.77 
11.25 
10.198 
11.60 
9.40 
9.97 
10.31 
11.15 
11.05 
11.55 
10.13 
10.87 

22.85 

16.44 

14.60 

16. 45 

14. 197 

13.21 

16.50 

14.53 

14.12 

14.10 

12.53 

12.63 

14.40 

13.46 

32.21 

Nov.  12.  190R 

June  7,  1911 

28.16 

Mar.  22,  1907 

Srpt.  1,  1911 

25. 37 

Hav20.  1907 

De-\  5.  1911 

27.70 

Jnlv  15,  1908 

Feb.  20,  1912 

24. 395 

^fb.5,  1909 

Apr.  18,  1912 

24.81 

Jun?:'3,  1909 

June  13,  1912 

25.90 

Vov.  16.  1909 

Sept.  4.  1912 

24.50 

J>n  31.  !9'0 

Nov.  26.  1912 

24.43 

u;  -r.  "9.  19  0 

June 30,  1910 \   '..'.. 

A  pr  .4.1 91  o. ............. 

25. 25 
23.58 

Sept.  1.  1910 

Aug.  9,  1913 

24. 18 

N.  v.  10.  1910 

Oct. 21,  1913 

24. 53 

Jan.  7.1911 

Mar.  4, 1914 

24.33 

Senator  Henderson.  Are  you  going  to  bring  up  a  new  point  now  ? 

Mr.  Hogan.  Yes,  sir. 

Senator  Henderson.  Just  before  you  start,  there  is  one  matter 
that  is  not  clear  in  my  mind.  How  long  a  time  was  this  controversy 
between  the  Riggs  National  Bank  and  the  comptroller  going  on  ? 

Mr.  Hogan.  From  June  9,  1914,  until  April  12,  1915.  Do  you 
want  to  know  what  stopped  it? 

Senator  Henderson.  No.    I 

Mr.  Hogan.  The  suit. 

Senator  Henderson.  What  I  wanted  to  get  at  was  that  a  few  min- 
utes ago  you  referred  to  the  fact  that  none  of  the  national  banks 
in  the  city  of  Washington  had  been  examined  by  bank  examiners 
as  required  by  law. 

Mr.  Hogan.  Yes ;  that  they  had  not  had  the  regular  bank  exami- 
nations required  by  law. 

Senator  Henderson.  What  year  was  that? 

Mr.  Hogan.  1915;  I  will  verify  that  and  give  it  to  you  in  the 
morning. 

Now,  you  want  to  know  why,  naturally — why,  if  the  controversy 
ended 

Senator  Henderson.  I  asked  that  question  before,  and  your  an- 
swer was  that  they  were  so  busy  investigating  the  Riggs  National 
Bank  that  they  did  not  have  the  time. 

Mr.  Hogan.  Right.  The  controversy  ended,  so  far  as  this  corre- 
spondence was  concerned,  with  the  filing  of  the  suit  on  April  12, 
1915;  but,  as  I  will  show  you  in  a  little  while,  from  that  time  on 
until  after  October,  1915,  the  bank  examiners  were  with  us  daily. 
They  were  with  us  then  for  the  purpose  of  making  out  a  criminal 
case,  which  I  am  about  to  tell  you  of. 

One  of  the  things  which  Mr.  Williams  made  a  great  point  about 
was  what  he  called  compensating  balances. 

We  had  very  frequently  a  great  deal  more  money  than  our  depos- 
itors wanted  to  borrow  and  loan  on  proper  collateral  to  others.  He 
found  in  that  a  cause  for  criticism.  We  called  his  attention  to  the 
fact,  never  disputed  and  indisputable,  the  unique  and  peculiar  fact, 
that  in  the  18  years  of  our  existence  as  a  national  bank,  to  the  time 
of  this  controversy,  the  Riggs  National  Bank  had  never  refused  a 
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commercial  loan  in  the  city  of  Washington  on  account  of  lack  of 
loanable  funds.  In  other  words,  we  never  had  money  loaned  on  col- 
lateral or  loaned  in  any  other  way  that  made  us  refuse,  nor  did  we 
ever  refuse — which  was  unique — a  local  commercial  loan  on  account 
of  lack  of  loanable  funds. 

Xot  only  that,  but  we  called  his  attention  twice,  and  maybe 
oftener,  in  this  long  correspondence,  to  the  fact  that  never  in  the 
history  of  our  existence  as  a  national  bank  had  we  called  a  local 
loan.  That  spoke  not  only  volumes  for  our  consideration  of  the  local 
financial  condition  and  the  needs  of  our  very  restricted  and  very 
narrow  commercial  conditions,  but  it  spoke  equal  volumes  for  the 
high  character  of  our  borrowers. 

We  told  him  that.  We  put  it  up  to  him  squarely  twice  that  we 
had  never  refused  one  single,  solitary  commercial  loan  on  account 
of  lack  of  loanable  funds;  and  the  inference  was,  although  we  did 
not  say  it,  of  you  can  show  to  the  contrary,  show  it. 

Here  was  a  remarkable  fact,  that  never  in  our  entire  existence 
had  we  called  a  local  loan.  As  I  say,  that  was  undisputed.  He 
got  on  this  compensating  balance  proposition.  I  think  the  term  will 
be  found  in  his  affidavit 

Senator  Henderson.  Just  explain  that. 

Mr.  Hogan.  I  am  going  to  tell  you  what  it  is.    It  is  polite  usury. 

While  he  was  going  after  the  national  banks  secretly  throughout 
the  country  wTith  respect  to  whether  they  were  charging  usury  he 
was  insisting  that  we  were  guilty  of  not  charging  usury. 

Here  is  what  compensating  balances  are:  Say  that  you  want  to 
borrow  $5,000.  Ordinarily  you  are  not  going  to  borrow  $5,000 
unless  you  need  to  borrow  it.  You  go  to  a  bank  which  is  not  allowed 
by  law  to  charge  more  than  6  per  cent.  That  bank  says  to  you, 
"Senator  Henderson,  we  will  loan  you  $5,000  if  you  will  give  us 
your  note  for  $10,000  and  agree  to  keep  $5,000  of  it  as  a  balance  in 
the  bank." 

Senator  Henderson.  Do  I  have  to  pay  interest  on  the  $10,000? 

Mr.  Hoo an.  Yes.  They  do  not  usually  go  that  high.  I  have 
given  you  for  the  purpose  of  illustration  the  extreme  of  it.  The 
bank  then  gets  $000  a  year,  or  12  per  cent  interest,  on  the  money 
you  get.  Some  of  them  use  a  certificate  of  deposit  in  order  to  pre- 
vent you — I  am  not  going  to  mention  the  names,  because  Mr.  Williams 
must  know  of  it.  If  he  does  not,  he  ought  to  know.  You  come  into 
the  bank,  and  they  take  your  note  for  $10,000,  and  they  place  at 
your  disposal  immediately  $5,000,  and  you  must  put  a  certificate  of 
deposit  writh  them  of  $2,500,  which  you  can  not  draw  out  until  you 
pay  that  note. 

That  is  a  compensating  balance. 

Senator  Henderson  Do  they  allow  you  on  the  certificate  the  same 
interest  the  note  is  to  bear  ? 

Mr.  Hogan.  Oh,  far  be  it.    It  would  not  then  be  compensating. 

When  I  use  that  term  I  use  Mr.  Williams's  term. 

I  want  to  be  fair  about  this  thing.  All  banks  try  to  build  up 
balances.  They  try  to  say  to  a  borrower,  particularly  if  they  have 
got  plenty  of  demands  for  their  money,  "If  you  do  business  with 
our  bank,  you  must  keep  a  reasonable  average  balance  with  our  bank." 

It  is  a  better  way  of  getting  a  little  more  income  than  you  would 
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be  entitled  to  under  the  law.  In  the  extreme  case  that  I  have  illus*- 
trated  you  would  be  paying  12  per  cent  on  your  loan. 

Senator  Newberry.  Would  you  consider  it  a  compensating  balance 
if  the  bank  regulations  required  borrowers  to  make  a  deposit  of  10  or 
12  per  cent  of  the  amount  of  their  loan? 

Mr.  Hogan.  That  is  what  it  is.  I  do  hot  say  that  it  is  a  thing  that 
is  not  legitimate,  but  that  is  what  it  is. 

Senator  Newberry.  You  do  not  call  that  polite  usury,  do  you? 

Mr.  Hogan.  No;  I  call  this  thing  that,  though. 

Senator  Newberry.  I  never  heard  of  that  before ;  but  it  is  the  cus- 
tomary and  ordinary  thing  with  well-regulated  banks  that  I  know 
about  to  require  depositors  to  have  a  deposit  that  would  warrant 
the  loan. 

Mr.  Hogan.  That  is  correct.  That  is  precisely  what  I  said  just 
now.  As  you  know,  Senator  Newberry,  there  are  some  banks  that 
have  a  line  of  depositors  that  are  not  borrowers,  and  very  often 
banks  have  to  go  out  and  advertise.  Very  often  banks  in  this  com- 
munity would  make  loans  to  persons  who  were  not  even  their 
customers. 

Then  again  there  is  also  the  overdraft.  That  is  ordinarily  an 
evil,  but  one  way  that  properly  regulated  banks  get  around  it  is 
that  when  they  have  a  loan  with  a  person  who  has  overdrawn  his 
account  the  collateral  pledged  with  that  loan  also  stood  back  of  the 
overdraft. 

We  talked  about  compensating  balances,  and,  as  I  say,  at  the  time 
we  called  his  attention  to  the  fact  that  we  had  hundreds  of  thousands 
of  dollars  in  our  vaults  that  we  had  no  loans  for,  and  what  does  he 
do?  I  do  not  know  just  what  he  meant  by  this,  but  after  jumping 
on  us  a  number  of  times  about  it,  and  after  having  us  ask  him,  *"  Is 
there  anything  wrong- with  the  loans?  Do  you  want  them  charged 
off?  Is  any  requirement  being  violated?  Give  us  your  direction. 
You,  as  the  comptroller,  can  do  it;"  he  came  into  court  and  filed 
this,  at  page  89  of  his  affidavit,  being  Exhibit  J  to  Defendant  Wil- 
liams's affidavit : 

Lists  of  loans  found  in  the  Riggs  National  Bank  at  the  time  of  the  examina- 
tion of  May  18,  1914,  to  24  borrowers,  the  dei>osits  accounts  of  4  of  whom  were 
overdrawn  to  the  extent  of  $7,529.88,  and  the  aggregate  deposit  balance  of  the 
remaining  20  was  only  $6,823.06. 

Then  he  designates  by  initials,  thereby  not  disclosing  as  was  en- 
tirely improper — I  do  not  say  this  by  way  of  criticism — the  name  of 
the  borrower,  and  he  puts  in  the  credit  balance,  the  overdraft,  and 
the  amount  of  the  loans. 

He  knew,  because  he  had  been  told  about  all  these  things ;  he  knew, 
or  he  could  have  known  and  he  should  have  known  before  he  put 
the  thing  before  the  public  that  against  the  $1,779,000  in  loans  made 
to  those  24  depositors,  the  bank  had  collateral  from  those  depositor's 
that  had  at  that  time  a  market  value  of  $2,488,444.  I  do  not  know 
how  he  made  the  mistake,  but  he  was  entirely  wrong  in  his  state- 
ment about  the  overdrafts.  Mr.  Evans,  assistant  cashier,  shows  that 
the  entire  overdrafts  recognizable  as  belonging  to  those  borrowers  at 
that  time  were  $175.33,  and  the  person  \vho  had  $122.45  overdraft 
had  a  $100,000  loan  and  $125,000  collateral  in  the  bank,  and  the 
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person  who  had  the  $2.88  overdraft  had  a  $28,000  loan  and  $53,000 
collateral  in  the  bank. 

Apparently  the  only  purpose  of  sending  that  out  was  to  show  a 
dangerous  condition. 

I  ask  that  there  be  copied  from  page  10  of  Mr.  Evans's  affidavit 
the  truthful  table,  because  the  other  is  in  the  record : 


Name  of  bor- 
rower. 

Amount 
of  over- 
draft. 

Amount 
of  loan. 

Value  of 

collateral 

held  by 

bank. 

Name  of  borrower. 

Amount 
of  over- 
draft. 

Amount 
of  loan. 

Value  of 

collateral 

held  by 

bank. 

F 

$63,800 
63,500 

170,202 
55,000 
31,647 

206,307 
47,000 

125,787 
21,000 
46,666 
89,500 
72,792 
70,000 

$82,155 
69,000 

170,000 
78,750 
29,700 

241,597 
71,600 

252,840 
42,800 
57,550 

108,500 
98,000 

101,000 

P 

$122.45 
52.88 

$100,872 
28,622 
112,500 
286,500 
50,000 
58,250 
15,184 
24,000 
17,500 
23,000 

$125,000 

F 

p 

53.000 

R 

T 

209,852 

V 

w 

428,000 

A 

M 

67,500 

D 

p 

70,500 

D 

P 

45,000 

D 

N 

29,500 

H 

F 

24,800 

K 

N 

31,800 

T. 

M 

175.33 

1,779,629 

2,488,444 

M 

Senator  Henderson.  Were  there  any  patrons  of  the  bank  or  cus- 
tomers that  acted  under  those  compensating  balances  that  you 
speak  of  ? 

Mr.  Hogan.  We  never  adopted  that. 

Senator  Henderson.  You  never  adopted  it? 

Mr.  Hogan.  No;  it  is  customary  with  other  institutions  which  I 
do  not  think  have  been  favored  with  the  like  criticism  that  we  have 
been  favored  with. 

Senator  Henderson.  I  can  see  where  just  criticism  might  be  made 
against  that  on  other  grounds  than  usury.  Where  a  man  who  is  not 
a  depositor  and  has  no  balance  the  bank  might  want  to  furnish  him 
money  to  speculate  with,  and  if  it  should  let  him  have  $5,000  to 
speculate  with  then  he  would  have  $5,000  to  his  credit  in  the  bank, 
which  would  apparently  show  a  pretty  healthy  condition  when,  as 
a  matter  of  fact,  it  wouid  not  really  be  a  healthy  condition. 

Mr.  Hogan.  Eight;  but  you  understand,  Senator,  that  he  did  not 
criticize  us  for  indulging  in  that  practice,  but  if  it  meant  anything 
be  criticized  us  for  not  indulging  in  it.  I  have  pointed  out  to  you 
what  it  meant,  and  I  have  told  you  the  methods  adopted  by  some 
banks  that  I  know  of  in  working  that  compensating  balance  scheme. 
There  is  a  legitimate  way  and  there  is  one  that  I  think  is  an  ille- 
gitimate way  of  doing  it.  I  may  be  wrong  in  my  opinion,  but  the 
legitimate  way  of  acquiring  a  proper  balance,  as  Senator  Newberry 
points  out 

Senator  Henderson.  I  never  heard  of  it  being  done  with  a  steady 
customer  of  the  bank. 

Mr.  Hogan.  Some  of  the  banks  may  require  a  compensating  bal- 
ance, and  you  give  them  9  or  10  or  12  per  cent  instead  of  the  legal 
rate  of  6  per  cent.  As  Senator  Newberry  properly  suggests,  the 
bank  expects  those  that  it  lends  money  to  to  keep  their  ^balances. 
The  rule  is  that  no  bank  employee  or  officer  shall  ue  allowed  to  do 
his  banking  business  with  the  bank  in  which  he  is  employed.  But 
that  is  beyond  the  question  here. 
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I  could  go  on  until  the  gavel  cut  me  down  with  illustrations  such 
as  I  have  shown,  but  I  want  to  call  your  attention  to  another  matter,, 
because  I  find  that  some  of  the  Senators  did  not  seem  to  get  the  two 
things  in  their  correct  juxtaposition. 

On  the  night  of  April  12,  1915,  when  the  Eiggs  National  Bank 
filed  its  suit,  as  I  have  already  told  you,  Mr.  Williams,  in  a  press 
dispatch  given  out  from  his  office,  referred  to  the  action  of  the 
bank's  officers  as  temerity  in  bringing  this  .suit  against  him.  We 
really  thought  we  had  done  the  American-like  thing.  We  really 
thought  we  had  applied  the  proper  method  of  bringing  this  thing 
to  an  end. 

From  that  day  to  this,  with  the  exception  of  his  so-called  decision 
of  June  21, 1916,  we  have  gotten  no  more  such  letters  from  Williams. 
All  of  these  things  ended  with  that  suit;  but,  so  rumor  said,  we 
were  likely  to  learn  in  some  other  way  what  power  the  comptroller 
had. 

We  came  on  to  a  preliminary  hearing  of  this  case,  and  there  was 
this  exchange  of  counter  affidavits  in  May,  1915.  Among  other 
things,  Mr.  Williams's  counsel  brought  in  an  account  kept  on  the 
books  of  Lewis  Johnson  &  Co.,  a  brokerage  house,  which  account 
was  kept  in  the  name  of  the  Biggs  National  Bank,  and  it  showed 
purchases  and  sales  of  stock  charged  to  or  credited  to  the  Kiggs 
National  Bank. 

A  great  deal  was  made  in  the  inspired  public  statement  given  out 
about  the  fact  that  there  was  such  an  account. 

I  digress  to  tell  you  Senators  that  it  developed  in  the  sworn  testi- 
mony brought  out  in  the  criminal  case  that  11  national  banks  in  the 
District  of  Columbia  all  had  similar  accounts  with  Lewis  Johnson  & 
Co.  That  does  not  mean  that  I  say  that  the  11  national  banks  of  the 
District  of  Columbia  were  either  buying  stocks  or  selling  stocks  or 
speculating  in  stocks.  I  mean  to  say  nothing  of  the  kind,  but  I  mean 
to  say  that  anybody  with  any  intelligence  could  have  found  out  that 
11  banks  had  stock  and  bond  accounts  with  this  brokerage  house,, 
which,  prior  to  its  failure,  was  the  oldest  established  brokerage  house 
in  the  District  of  Columbia.  They  could  have  found  out  what  these 
transactions  were. 

As  I  have  said,  back  in  1904  the  comptroller  was  informed  of  the 
character  of  the  brokerage  business  which,  for  the  accommodation 
of  bank  customers,  its  officers  as  individuals  engaged  in — the  Glover 
and  Flather  and  the  Flather  and  Flather  accounts  grew  out  of  it,  as. 
you  will  remember. 

Over  and  over  and  over  again  in  this  correspondence,  in  the  nine 
months  preceding  April  12,  1915,  the  comptroller  had  been  given 
every  scintilla  of  evidence  regarding  just  exactly  what  those  accounts 
were. 

A  customer  would  come  to  see  Mr.  Flather,  we  will  say — and  there 
are  many  customers,  of  course,  but  those  who  are  speculators  go  to 
brokerage  offices ;  they  sit  around  and  watch  boards  or  tickers.  But 
there  are  many  persons  who  want  to  buy  securities  and  not  buy  them 
on  margins,  but  properly  put  them  with  their  bank  and  give  their 
note  for  them,  who  seek  the  assistance  of  their  bankers  rather  than 
to  go  to  brokerage  houses — men  and  women  of  eminent  respecta- 
bility.  They  would  ask  Mr.  Flather  or  Mr.  Glover  to  attend  to  the 
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purchase  of  securities  that  would  be  transmitted  by  that  particular 
officer  who  handled  it  in  his  individual  capacity  to,  for  instance, 
Lewis  Johnson  &  Co.  Lewis  Johnson  &  Co.,  in  order  that  they  might 
facilitate  the  handling  of  the  purchase  of  stocks  and  bonds,  had  a 
private  telephone  line,  which  the  comptroller  knew  about  and  made 
much  of,  from  the  desk  of  the  cashier  into  their  place,  which  was 
next  door  to  the  bank,  maintained,  however,  at  their  expense.  Also 
wre  had  a  private  telegraph  line,  through  the  courtesy  of  Colgate  & 
Co.,  to-  the  National  City  Bank  of  New  York,  over  which  we  trans- 
mitted our  daily  business  with  the  National  City  Bank  of  New  York, 
wThose  local  correspondent  we  were.  When  the  request  was  made 
Mr.  Flather  or  Mr.  Glover  would  sav  to  Lewis  Johnson  &  Co.,  "  Buy 
100  shares  of  steel,"  "  Buy  bonds/1  or  whatever  it  was,  whatever 
character  of  stock  it  was.  We  did  not  say,  "  Senator  Henderson 
wants  this  steel,"  or  "  Justice  Blank  wants  this  bond."  We  simply 
said,  u  Purchase  100  shares  of  United  States  Steel  and  deliver  it." 

So,  for  the  convenience  of  Lewis  Johnson  &  Co.,  in  order  that  thev 
might  know  just  exactly  what  the  transaction  was,  they  carried  that 
account  in  the  name  of  the  bank  whose  officer  transmitted  the  order — 
Columbia  National  Bank,  District  National  Bank,  or  Riggs  National 
Bank.  Then,  when  there  was  delivered  that  stock  or  bonds  to  the 
Riggs  National  Bank,  payment  was  made  therefor,  and  the  customer 
paid  or  it  was  charged  to  the  customer's  account,  or  the  customer 
made  a  loan  as  the  case  might  be. 

There  was  not  a  single,  solitary  thing  in  respect  to  that  transaction 
that  had  not  been  laid  bare  in  the  greatest  detail  to  the  comptroller 
and  the  bank  examiners.  Mr.  Owen  T.  Reeves  swore  that  the  Riggs 
National  Bank  was  one  of  the  finest  financial  institutions  it  had  been 
his  good  fortune  to  examine,  and  he  was  the  man  who,  after  consulta- 
tion with  the  Comptroller  of  the  Currency  and  his  legal  adviser,  di- 
rected us  to  carry  the  accounts  in  the  way  I  have  already  described. 

Senator  Fletcher.  Did  the  bank  get  any  commission  or  brokerage? 

Mr.  Hogan.  No,  sir.  It  was  done  as  I  told  you  yesterday.  If  you 
were  here  you  will  remember ;  but  that  is  beside  what  I  am  going  to 
tell  you  now. 

These  things  were  known.  Nobody  who  was  a  fit  subject  for  any 
place  but  a  padded  cell  in  a  lunatic  asylum  would  have  ever  endeav- 
ored to  have  denied  it. 

When  we  came  to  the  hearing  of  this  preliminary  argument  Mr. 
Samuel  Untermyer  undertook  to  handle  the  facts  for  the  comptroller, 
and  he  made  the  statement  in  a  morning  session  during  his  argument, 
producing,  as  he  did,  so  w7hat  had  not  been  furnished  us,  a  very  largo 
number  of  pages  of  a  loose-leaf  ledger  from  Lewis  Johnson  &  Co.'s 
bank,  and  he  made  the  statement  that  he  did  not  mean  to  sav  that 
the  Riggs  Bank  as  a  bank  had  bought  or  sold  or  speculated  in  stocks, 
but  that  the  officers  of  the  bank  had  engaged  in  this  business,  some  of 
them  uying  for  themselves  at  times  and  at  other  times  buying  for  cus- 
tomers, and  that  he  thought  it  was  a  subject  of  criticism.  He  made  it 
very  plain  that  he  made  no  such  charge  against  the  bank  as  a  bank. 

Recess  came  on  the  day  of  this  hearing,  which  lasted  a  number  of 
days,  and  what  transpired  during  recess,  of  course  I  am  not  advised. 
Former  Senator  Joseph  W.  Bailey  and  myself  solely,  as  counsel  for 
the  bank,  conducted  this  hearing.   But  after  recess  Mr.  Samuel  Unter- 
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myer,  speaking  as  he  did  as  counsel  for  the  comptroller,  went  back  to 
the  subject  which  he  had  thus  explained  and  had  entirely  departed 
from  in  the  morning  session,  and  made  the  direct  statement  in  open 
court  that  the  Biggs  National  Bank  was  a  stock  speculator  and  had 
bought  stocks  and  sold  stocks,  and  even  sold  stocks  short.  *It  was  a 
.startling  statement.  The  judge  sat  forward  and  asked  a  question 
about  it.    It  was  in  the  teeth  of  the  real  facts. 

On  that  afternoon,  knowing  these  facts  and  having  spent  countless 
hours  in  the  bank  myself  and  having  examined  into  every  detail  of  it, 
I  returned  to  my  office  and  dictated  an  affidavit  to  be  signed  bv 
Charles  C.  Glover,  William  J.  Flather,  and  H.  H.  Flather,  the  three 
officers  who  had  been  connected  with  the  bank  from  the  time  it  became 
a  national  banking  institution.  I  did  not  include  Mr.  Milton  E.  Ailes 
in  it,  because  he  had  come  to  the  bank  some  eight  or  nine  years  after, 
and  I  wanted  to  make  affidavit  that  was  comprehensive  and  that 
would  cover  its  entire  national  existence,  bv  men  who  were  with  it 
from  the  beginning. 

In  that  affidavit  it  was  stated  in  response  to  what  Mr.  Untermyer 
said — I  do  not  mean  that  we  mentioned  Mr.  Untermver's  name — that 

• 

the  Riggs  National  Bank  had  never  in  its  existence  as  a  national  bank 
bought  stock  from  Lewis  Johnson  &  Co. ;  that  it  had  not  since  it  was  a 
national  bank,  sold  stock  as  a  bank  through  Lewis  Johnson  &  Co.; 
that  the  bank,  since  its  existence  as  a  national  bank,  had  not  made 
short  sales  of  stock  through  Lewis  Johnson  &  Co. ;  that  any  entries 
which  purported  to  state  that  were  false  entries. 

At  that  time  I  had  not  been  shown  these  entries.  We  only  had  Mr. 
Untermyer's  statement  for  what  they  showed,  and  I  did  not  at  that 
time  know  that  Lewis  Johnson  &  Co.,  for  their  convenience,  carried 
all  those  accounts  in  the  bank's  name.  It  did  not  make  any  difference. 
My  affidavit  stated  the  facts.  I  knew  at  that  time,  however,  that  it 
was  commonly  known  that  Lewis  Johnson  &  Co.  did  have  a  lot  of 
false  accounts.  That  was  the  thing  that  brought  about  their  failure, 
and  some  members  of  their  firm  wrere  afterwards  tried  for  violations 
of  law.  I  said  that  on  information  and  belief  the  court  was  informed 
that  Lewis  Johnson  &  Co.'s  accounts,  it  was  said,  contained  many 
that  were  fictitious  and  false. 

That  affidavit  was  presented  by  me  to  Mr.  William  J.  Flather,  and 
that  same  afternoon,  no  one  being  present  when  I  dictated  it,  I  ex- 
plained to  him  that  it  met  Mr.  Untermyer's  statement  that  the  bank 
as  a  bank  had  been  a  speculator,  and  I  told  him  that  it  had  nothing 
to  do  and  was  not  intended  to  have  anything  to  do  with  the  indi- 
vidual brokerage  transactions  of  the  officers  which  had  been  so  fre- 
quently and  in  detail  made  known  to  everybody — the  court,  the  comp- 
troller, the  Secretary,  and  everybody  else. 

Mr.  Flather,  under  my  advice,  signed  that  affidavit,  and  Mr.  Glover 
and  Mr.  Henry  Flather  signed  it  the  next  morning,  and  Senator 
Bailey  presented  it  to  the  court. 

A  colloquy  arose  with  respect  to  what  it  meant  and,  seeing  that 
probably  it  "was  being  misinterpreted  in  open  court  by  the  counsel 
for  the  United  States  and  the  counsel  for  John  Skelton  Williams,  I 
stated  precisely  what  I  have  stated  to  you  gentlemen  here.  I  stated 
just  exactlv  what  that  affidavit  was  intended  to  meet.  I  stated  that  if 
it  was  subject  to  a  misinterpretation  because  it  did  not  have  the  word 
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"  itself  "  in  that  was  my  language  and  I  did  not  think  that  when  you 
said  the  bank  had  not  bought  stock  you  had  to  put  in  the  words  "  The 
bank  itself  had  not  bought  stock,"  because  that  added  nothing  to  it. 
The  truth  was  there.  Right  there  and  then  Judge  McCoy  said  from 
the  bench — and  you  will  pardon  my  apparent  egotism  in  repeating 
it — that  no  one  would  suggest  that  Mr.  Hogan  would  endeavor  to 
mislead  the  court,  and  Mr.  Untermyer  said  he  did  not  suggest  that. 

Prior  to  the  bringing  of  this  suit  a  communication  had  passed 
from  the  Treasury  Department  to  the  Attorney  General's  Depart- 
ment asking  that  a  competent  attorney  be  assigned  to  the  comptroller 
for  the  obvious  purpose  of  digging  up  anything  they  possibly  could 
to  bring  the  prosecution  on,  but  there  was  no  prosecution.  To  this 
day  nobody  has  been  indicted.  Nobody  has  been  civilly  sued  for  any 
act  of  the  Riggs  National  Bank  or  any  of  its  officers  for  its  many  vio- 
lations of  law  complained  about  which,  in  truth,  had  no  existence 
when  Williams  was  comptroller. 

Having  failed  utterly  to  find  anything  upon  which  it  could  frame 
an  indictment,  in  October,  1915,  they  indicted  Charles  C.  Glover, 
Henry  H.  Flather,  and  William  J.  Flather  on  a  charge  of  perjury, 
claiming  that  that  affidavit  was  willfully  and  knowingly  false. 

In  February,  1919,  when  John  Skeltbn  Williams  was  testifying 
before  this  committee,  he  was  asked  about  the  list  of  officers  that  had 
violated  the  national  banking  act,  and  he  repeatedly  reiterated  that 
he  had  nothing  to  do  with  the  prosecution  of  violations  of  law  except 
to  report  them  to  the  Department  of  Justice.  You  will  find  that  in 
the  record.  Those  of  you  who  heard  him  probably  remember  it. 
Sometimes  if  the  facts  which  brought  about  the  charge  were  known 
to  the  examiners  of  the  Treasury  Department,  the  Department  of 
Justice  put  in  their  examiners,  and  if  they  verified  those  facts  then 
the  Department  of  Justice  acted. 

In  October,  1915,  these  three  men  were  indicted  for  perjury  under 
the  circumstances  that  I  have  just  narrated. 

Less  than  a  day  was  consumed  by  the  grand  jury  of  the  District  of 
Columbia  in  hearing  the  alleged  evidence  that  was  placed  before  that 
grand  jury  to  support  that  indictment.  It  took  weeks  for  the  prose- 
cuting officers  to  put  in  the  alleged  testimony  to  support  it,  when  we 
met  the  charge  in  open  court. 

Here  is  the  point  I  want  to  make  to  you  now.  Williams  says  he 
has  nothing  to  do  with  prosecutions.  He  will  shift  that  prosecution 
to  the  Department  of  Justice,  to  any  agent  of  th»  Department  of 
Justice  to  examine  the  records  and  files  of  the  Riggs  National  Bank. 
From  the  time  that  affidavit  was  filed  until  the  time  the  case  was 
tried  Williams's  examiners  were  there.  From  May,  1915,  until  after 
October,  1915,  Examiner  James  Trimble  and  a  corps  of  assistants 
stayed  day  in  and  day  out  in  the  Riggs  National  Bank  piling  up  the 
alleged  evidence  upon  which  to  bring  and  to  substantiate  an  indict- 
ment. No  agent  of  the  Department  of  Justice  and  no  examiner  of 
the  Department  of  Justice  testified  in  the  trial.  The  only  gentle- 
men who  testified  were  those  who  were  under  Williams's  direction. 
Day  after  day  every  single,  solitary  slip  that  related  directly  or 
indirectly  to  the  Lewis  Johnson  &  Co.  accounts  was  examined  by 
James  Trimble  and  his  assistants  and  carried  over  to  the  Treasury 
Department  and  then  to  the  district  attorney's  office. 
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We  demanded  a  prompt  trial.  We  went  into  court  finally  and  de- 
manded a  trial.  We  got  it  after  many  delays  that  we  did  not  want. 
We  called  attention  to  the  fact  that  Mr.  Williams  had  sent  word  to 
lis  that  he  would  not  recharter  this  bank.  This  is  in  the  record  and 
has  never  been  denied — that  he  was  going  to  use  that  indictment  of 
those  three  officers,  without  a  trial,  as  a  pretext  for  not  rechartering 
this  bank.  He  said  it  was  inconceivable  for  him  to  recharter  a  na- 
tional bank  when  three  of  the  principal  officers  of  which  were  under 
indictment.    He  would  convict  and  execute  without  a  trial. 

He  wrote  a  letter  to  a  newspaper,  taking  that  paper  to  task,  as  is 
his  custom,  for  having  said  something  about  him,  and  in  which  he 
called  attention  to  the  fact  that  these  three  officers  were  under  in- 
dictment for  perjury. 

When  we  came  to  the  trial  of  the  case  it  was  a  most  remarkable 
thing.  I  do  not  say  anything  as  to  who  is  responsible  for  this  thing. 
I  state  the  fact,  and  I  will  leave  off  comment. 

A  jury  was  sworn,  a  jury  of  citizens  of  this  community  was  sworn 
to  try  this  case,  which  was  a  charge  of  perjury,  and  during  the  en- 
tire time  of  the  trial  that  jury  was  locked  up.  They  were  not  allowed 
to  separate  and  go  to  their  homes.  Never  but  once  before  in  the 
history  of  the  jurisprudence  of  the  District  of  Columbia  in  any  ex- 
cept murder  cases  were  juries  kept  locked  up  except  in  this  case  and 
another  case,  the  other  case  being  a  long  conspiracy  case  some  years 
ago. 

Senator  Henderson.  Did  either  side  in  the  District  of  Columbia 
have  a  right  to  request  that  the  jury  be  locked  up? 

Mr.  Hogan.  There  is  no  such  law;  no;  and  neither  side  requested 
it.  The  act  came  as  a  perfectly  volutary  clap  of  thunder  that  after- 
noon. No  one  had  been  told  or  thought  that  the  jury  was  going  to  be 
locked  up.  That  afternoon  the  court  simplv  announced  that  the 
jury  would  be  locked  up,  and  the  court  refused  to  hear  any  argument 
or  grant  any  motion  on  the  subject. 

The  trial  lasted  approximately  three  weeks,  most  of  which  time 
the  Government  was  endeavoring  to  make  its  case.  They  had  taken, 
as  I  said  before,  less  than  a  day  to  get  an  indictment,  with  the  sting 
that  indictment  means.  I  do  not  know  bow  it  is  in  the  States,  but 
under  the  Federal  practice,  Senators — and  you  want  some  day  to 
consider  it — the  grand  jury  has  become  the  most  potent  engine  of 
oppression  in  the  hands  of  prosecuting  attorneys  and  those  who  try 
to  do  what  was  done  in  this  case 

Senator  Henderson.  That  is  because  it  is  mainlv  one  sided. 

Mr.  Hogan.  Mainly?  Let  me  tell  you  about  that,  sir.  Of  course, 
the  community  had  rumors  that  this  thing  was  about  to  be  done.  I 
had  drawn  that  affidavit.  I  had  explained  in  open  court  its  pur- 
pose. I  had  assumed  responsibility  for  its  language.  In  the  great 
white  light  of  publicity  I  stood  by  it  then  and  stood  by  it  there- 
after in  the  trial,  and  I  stand  by  it  to-day  as  an  absolutely  correct 
statement  of  fact,  thoroughly  true ;  and  if  there  was  anything  to  be 
criticized  about  it,  the  criticism  was  one  of  interpretation  or  a  mis- 
interpretation of  the  words  which  a  lawyer  had  used  in  a  legal  docu- 
ment. These  clients,  as  everybody  connected  with  the  case  knew,  had 
signed  under  his  advice.  So  I  wrote  to  the  district  attorney  in  this 
District  when  I  heard  that  this  thing  was  about  to  be  perpetrated, 
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and  I  said,  "  If  there  is  any  authority  for  it,  I  request  in  the  interests 
of  ordinary  common  justice  that  I  be  permitted  to  go  before  the 
grand  jury  and  testify  in  regard  to  the  facts."  And  I  cited  a  Fed- 
eral judge's  opinion  in  the  case  of  United  States  versus  Kirkpatrick, 
in  which  he  said  that  the  ends  of  justice  demanded  that  all  facts  be 
brought  before  the  grand  jury  that  were  accessible.  I  received  a 
letter  in  reply  stating  that  it  was  not  deemed  consistent  with  the 
public  interest  to  call  me  before  the  grand  jury. 

The  trial  came  on,  the  trial  that  we  demanded  and  sought  in  this 
community.  But  before  that,  let  me  tell  you  what  happened.  When 
the  town  was  seething  with  rumors  that  these  officers  were  about  to 
be  indicted,  Samuel  Untermyer,  counsel  for  John  Skelton  Williams, 
offered  to  see  that  they  were  not  indicted  if  Charles  C.  Glover,  Wil- 
liam J.  Flather.  Milton  E.  Ailes,  and  Henrv  H.  Flather  would  re- 
sign their  offices  in  the  Riggs  National  Bank  and  these  resignations 
should  be  communicated  to  John  Skelton  Williams. 

In  other  words,  the  spokesman  of  the  defendant  in  the  equity  suit, 
speaking,  I -assume,  with  authority,  offered  to  trade  resignations  of 
these  bank  officers  whom  we  charged  this  man  was  trying  to  drive 
out  of  their  honorable  positions — to  trade  in  indictment  for  resigna- 
tions. 

Senator  Henderson.  This  was  an  indictment  for  a  felony  ? 

Mr.  Hogan.  Yes,  sir. 

Senator  Henderson.  It  would  be  compounding  a  felony? 

Mr.  Hogan.  It  would  be  compounding  a  felony.  Not  only  that,  it 
would  have  been  the  most  humiliating  and  dishonorable  thing  that  a 
man  could  have  done. 

Senator  Fletcher.  Whom  did  he  make  that  offer  to? 

Mr.  Hogan.  William  Xelson  Cromwell,  who  was  then  representing 
the  bank,  and  myself,  in  the  Shoreham  Hotel. 

I  want  to  say  this  for  Mr.  Untermyer.  He  said  then  and  he  has 
repeatedly  said  since  that  he  considered  that  the  indictment  should 
never  have  been  brought  and  that  he  advised  against  it.  He  has  re- 
peatedly said  that,  in  fact. 

The  Chairman.  Were  you  and  Mr.  Cromwell  both  there  and  vou 
both  heard  the  statements  ? 

Mr.  Hogan.  Yes,  sir;  and  on  several  occasions  I  had  talks  with  Mr. 
Untermyer  about  that  time  in  which  in  substance  the  same  thing  was 
offered.  We  could  have  bought  immunity,  so  we  were  told,  from  this 
charge  of  perjury,  which  every  man  connected  with  the  case  knew 
there  was  no  justification,  even  flimsy,  for,  if  we  would  gratify  and 
make  successful  the  malicious  disposition  of  John  Skelton  Williams 
and  give  him  that  which  he  had  tried  over  and  over  again  to  get — the 
honor  and  the  resignations  of  these  men. 

Of  course  it  was  declined.  Of  course  it  was  spurned,  and  the  in- 
dictments followed. 

Gentlemen,  when  that  case  was  submitted  to  the  jury  of  citizens 
that  had  just  been  locked  up,  no  ballot  was  taken.  Six  minutes  from 
the  time  that  jury  went  out  the  announcement  came  back  to  the  court 
that  they  were  ready  to  report — and  we  learned  that  five  and  a  half 
minutes^-I  am  probably  somewhat  facetious — were  consumed  by 
reason  of  the  fact  that  some  of  the  jurors  went  to  the  toilet  room  and 
it  took  the  foreman  some  little  time  to  get  them  all  together. 


DOMINATION   OF  JOHN  SKELTON  WILLIAMS.  137 

By  acclamation,  standing  up  and  shouting  their  verdict  of  not 
puilty,  that  jury  responded;  and  then  this  thing  happened:  Into 
that  crowded  courtroom,  that  courtroom  in  which  William  Howard 
Taft  and  Theodore  Roosevelt  had  sat  and  testified  to  the  unblemished 
character  and  the  high  standing  and  the  splendid  civic  services  of 
diaries  C.  Glover,  when  Theodore  Roosevelt  had  said  to  that  jury 
that  when  he  was  President  of  the  United  States  there  had  come  to  his 
notice  the  fact  that  the  two  Flather  boys  entering  that  bank  as  boys 
who  swept  out  the  bank,  had  by  industry  and  integrity  mounted  step 
nv  step  to  the  highest  positions  in  the  bank — when  the  jury  who  had 
heard  those  witnesses  returned  and  the  foreman  was  asked,  "  Have 
)ou  agreed  upon  your  verdict?  "  not  the  foreman  alone  answered,  but 
1J  men  in  chorus  answered,  u  We  have."  And  when  the  foreman 
was  asked,  "What  say  you?  Are  the  defendants  guilty  or  not 
guilty? "  12  men  in  chorus  shouted  "Not  guilty,"  and  repeated  it  as 
to  each  one  of  those  men. 

Indicted,  Senators,  on  facts  which  were  as  available  to  the  man 
who  brought  that  indictment  as  they  were  to  the  jury  that  so  quickly 
and  so  unanimously  and  with  such  acclaim  found  that  verdict! 
Xot  only  that,  but  wThen  Charles  C\  Glover  and  the  Messrs.  Flather 
nxle  back  to  the  bank  that  day,  more  than  a  thousand  persons — be- 
cause that  verdict  ran  like  wildfire  through  this  community — had 
gathered  in  front  of  the  Treasury  Department  and  acclaimed  their 
vindication,  and  the  cheers  rang  in  the  very  room  where  John  Skelton 
Williams  sat;  and  yet  this  man  who  criticizes  people  for  being  evas- 
ive, when  he  was  asked  in  the  February  hearings  here  whether  or  not 
Mr.  Flather  had  been  convicted,  what  do  vou  think  his  answer  was? 

"  I  do  not  so  understand." 

A  plain,  ordinary  question,  and  he,  more  than  anyone  else,  knew. 
Instead  of  saying,  "No;  they  were  not  convicted;  they  were  ac- 
quitted," with  that  evasiveness  which  characterizes  him  "and  which 
he  criticizes  in  others,  you  will  find  in  the  record  that  that  is  the 
way.  in  substance,  that  he  dodged  it. 

That  is  the  criminal  case  that  I  find  Senators  in  this  record  have 
slid  they  would  like  to  hear  the  facts  about — and  a  darker  page  on 
one  side  and  a  brighter  on  the  other  has  never  been  written  in  the 
history  of  the  jurisprudence  of  this  jurisdiction. 

Senator  Fletcher.  Was  there  any  instruction  from  the  court  to 
the  effect  that  if  they  signed  the  affidavit  under  the  advice  of  counsel 
they  would  not  be  guilty  ? 

Mr.  Hooan.  Yes.  The  court  instructed  them  that  if  the  facts  had 
Wn  fairly  and  squarely  and  truthfully  presented,  and  if  their  coun- 
sel had  drawn  the  affidavit,  and  they  signed  it  under  the  advice  of 
counsel,  they  would  not  be  guilty,  certainly.  The  court  so  instructed 
them. 

Senator  Fletcher.  Notwithstanding  the  affidavit  might  not  be 
true? 

Mr.  Hogan.  I  do  not  know  whether  the  court  said  that ;  but  that 
would  have  been  the  logical  conclusion,  fairly,  Senator.  The  court, 
that  tried  the  case  knew  it  was  signed  under  the  advice  of  counsel. 
The  district  attorney — a  splendid  fellow  who  unquestionably  was 
forced  into  that  humiliating  position — knew  it  was. 

The  Chairman.  Did  not  the  Attorney  General  know  it  ? 
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Mr.  Hogan.  Of  course  the  Attorney  General  knew  it.  Mr.  Wil- 
liams knew  it.  Everv  infernal  one  oi  them  knew  it,  because  I  had 
proclaimed  it  in  open  court,  and  the  court  had  said  that  the  man 
who  said  that  would  not  mislead  the  court.  They  knew  it.  They 
knew  it.    It  was  part  and  parcel 

The  Chairman.  I  asked  that  question  because  I  assumed  that  the 
Attorney  General  did  know  the  law  if  the  district  attorney  did  not. 

Mr.  ifoGAN.  Yes. 

Senator  Henderson.  I  understand  that  this  criminal  case  was 
based  upon  the  affidavit  that  you  drew  and  had  these  three  men  sign 
in  order  to  meet  the  charges  made  by  Samuel  I  nterinyer  in  court  ( 

Mr.  Hogan.  Eight;  which  charge,  of  course,  was  based  upon  the 
record  made  bv  Williams. 

May  I  just  say  a  personal  word?  I  have  been  criticized  for  some- 
times appearing  to  be  a  little  hot  about  this  thing.  You  may  have 
noticed  it.  I  have  said  before,  and  I  would  like  in  extenuation  to  say 
here,  that  I  have  not  the  slightest  respect,  but,  on  the  contrary,  I 
have  the  utmost  contempt  for  a  man  who  claims  to  be  a  red-blooded 
citizen  and  who  can  discuss  the  reign  of  terror  which  these  officers 
were  submitted  to  without  getting  earnest  about  it. 

There  was  not  any  question  about  the  overwhelmingly  decisive  de- 
feat of  the  Government  in  that  case;  and  then  came  the  attempt 
which  I  spoke  to  you  of  yesterday  to  give  a  charter  only  upon  two 
conditions,  one  of  which  in  his  letter  of  June  21,  1916,  you  will  find, 
the  dismissal  of  the  suit  which  had  never  been  tried  but  had  only 
been  preliminarily  heard,  letting  him  go  acquitted,  because  I  had 
said  in  the  public  press  that  I  longed  for  the  time  when  we  could 
try  the  case  against  John  Skelton  Williams  and  William  G.  McAdoo 
in  the  bright  light  which  only  a  trial  in  a  court  of  our  land  could 
give.  But  Williams  had  no  stomach  for  such  trial,  and  therefore, 
in  addition  to  our  national  life,  he  required  that  we  dismiss  that 
equity  suit,  he  returning  $5,000  to  us,  before  he  would  recharter  the 
bank,  finally  backing  down  on  his  other  requirement,  that  these  other 
officers,  Mr-  Ailes,  Mr.  Glover,  and  Mr.  Flather,  who  were  then  offi- 
cers, resign. 

That  is  the  story  of  the  Riggs  National  Bank  and  John  Skelton 
Williams. 

I  would  have  to  put  in  some  thousands  of  pages  to  get  it  all  to 
you.  We  tried  to  get  into  the  court  records,  as  I  told  you,  his  cor- 
respondence, but  his  counsel,  with  commendable  wisdom,  prevented 
it.  We  do  not  know  what  Mr.  Louis  D.  Brandeis  reported.  We  have 
heard  that  he  did  report  to  the  President  on  that  correspondence 
and  on  its  indefensible  character.  We  do  know  that  Mr.  Brandeis 
never  mentioned  or  attempted  to  defend  Williams's  conduct  at  the 
bar  of  the  court.    He  left  that  to  Mr.  Untermyer. 

The  Chairman.  Right  there :  Who  was  associated  with  you  in  the 
trial  of  this  case?     Did  you  have  any  associate  counsel? 

Mr.  Hogan.  In  the  criminal  case? 

The  Chairman.  In  the  equity  case. 

Mr.  Hogan.  Former  Senator  Bailey  and  myself  were  the  sole 
counsel  for  the  bank.  For  the  defendants,  Williams,  McAdoo,  and 
Burke:  Louis  D.  Brandeis;  Samuel  Untermyer;  Charles  Warren, 
Assistant  Attorney  General;  Jesse  C.  Adkins,  an  attorney  of  this 
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city  and  a  former  Assistant  Attorney  General ;  John  E.  Laskey,  dis- 
trict attorney;  and  James  B.  Archer,  assistant  district  attorney. 

The  Chairman.  That  was  in  the  equity  case.  Xow,  in  the  crim- 
inal case? 

Mr.  Hogan.  All  of  the  defendants  were  represented  in  an  advisory 
and  consulting  capacity  by  Mr.  J.  J.  Darlington.  Mr.  Glover  was 
represented  by  Mr.  Stanchfield  and  Mr.  Hoover,  Mr.  William  J. 
Flather  by  Mr.  Daniel  O'Donoghue.  In  conjunction  with  Mr.  Dar- 
lington I  conducted,  up  to  the  time  I  went  on  the  stand,  the  examina- 
tion largely  of  all  of  the  witnesses  for  the  defendants.  Having  gone 
on  the  stand  myself,  I  took  no  part  in  arguing  the  case  before  the 
jury,  and  I  received  no  compensation  for  any  services  rendered  in 
that  case. 

The  Chairman.  This  matter  of  the  criminal  case  and  this  offer 
not  to  bring  the  indictment  in  the  event  that  the  officers  of  the  bank 
would  resign,  that  was  made  in  your  presence  and  in  the  presence 
of 

Mr.  Hogan.  Mr.  William  Nelson. Cromwell. 

The  Chairman.  He  is  in  France  now? 

Mr.  Hogan.  I  do  not  know  where  he  is.  I  have  not  seen  him  for 
some  time.     He  was  in  New  York. 

The  Chairman.  Was  anybody  else  present? 

Mr.  Hogan.  No,  sir;  not  at  that  time;  no  one  that  I  recall.  I 
<liscussed  it  with  Mr.  Cromwell  and  Mr.  Untermyer  at  the  Shoreham 
Hotel  on  the  occasion  that  we  were  together. 

The  Chairman.  Have  you  had  any  correspondence  with  Mr. 
Cromwell  since  then? 

Mr.  Hogan.  I  have  not. 

The  Chairman.  You  do  not  know  where  he  is  ? 

Mr.  Hogan.  No,  sir. 

The  Chairman.  Was  this  offer  made  in  the  presence  of  any  other 
witnesses?     I  understand  Mr.  Darlington  was  present. 

Mr.  Hogan.  No,  sir.  Mr.  Darlington  was  present  at  subsequent 
negotiations  which  started  in  March,  1916,  after  the  indictment  but 
before  the  trial,  and  Mr.  Darlington  conducted  with  Mr.  Williams 
and  with  others  representing  the  Government  the  negotiations  which 
led  up  to  the  rechartering  of  the  bank  in  June,  1916. 

The  Chairman.  At  that  time,  as  I  understand,  Mr.  Williams 
made,  in  the  presence  of  Mr.  Darlington,  an  offer  to  recharter  the 
bank  in  the  event  the  officers  would  resign  ? 

Mr.  Hogan.  Yes,  sir. 

The  Chairman.  Was  that  offer  made  in  the  presence  of  any  other 
lawyer  or* person? 

Mr.  Hogan.  Mr.  Darlington  can  answer  that,  but  I  think  un- 
doubtedly it  was.  I  think  you  will  find  it  was  made  in  the  presence 
}f  a  Cabinet  officer,  even. 

Senator  Fletcher.  Will  you  state,  Mr.  Hogan,  precisely,  if  you 
are  able  to,  Mr.  Untermyer's  conversation  about  that  ? 

Mr.  Hogan.  I  have  stated  it,  in  substance,  but  I  will  give  it  to 
yon  again.  It  was  that  he  greatly  regretted  the  situation  that  made 
this  indictment  come  up;  that  his  own  desire  was  to  avoid  such 
things,  but  that  Mr.  Williams  was,  as  he  knew,  implacable  in  this 
matter;  that  something  would  have  to  be  done  to  satisfy  Mr.  Wil- 
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Hams  with  respect  to  what  he  thought  should  be  done  with  the 
officers  of  the  bank;  that  he  was  insistent;  that  he  would  let  up  on 
this  bank  and  let  up  on  its  officers  only  when  he  attained  his  end 
of  getting  Glover,  Ailes,  and  the  two  Flathers  out. 

Mr.  Untermyer  said  he  thought  Mr.  Williams  was  right  in  that 
regard  and  they  should  be  gotten  out;  that  the  easy  way  out  of  the 
thing,  in  order  to  save  the  bank  and  let  it  go  along  and  fulfill  its 
functions  and  to  prevent  any  indictments,  was  to  drop  the  indict- 
ment if  these  four  gentlemen  would  sacrifice  themselves.  If  they 
would  hand  in  their  resignations  undoubtedly  there  would  be  no 
more  talk  of  indictment  and  no  indictment  would  be  brought. 

Of  course,  I  am  speaking  at  a  distance  of  four  years  and  I  am 
giving  you  my  memory  of  what  was  said,  but  I  have  given  to  you  the 
substance,  regardless  of  whether  I  quote  the  words  exactly  that  were 
used. 

Senator  Henderson.  A  short  time  ago  you  referred  to  a  state- 
ment made  by  Mr.  Williams  before  a  hearing  of  this  committee  in 
February,  to  the  effect  that  matters  that  came  up  requiring  action 
by  the  Department  of  Justice  were  referred  to  that  department.  You 
had  no  reference  to  the  criminal  cases  that  you  have  just  referred 
to,  had  you  ? 

Mr.  Hogan.  Here  is  what  I  had  reference  to,  Senator 

Senator  Henderson.  I  want  to  find  out  whether  or  not  you  had 
reference  to  his  statement  found  on  page  404  of  the  hearings  held 
last  February  before  this  committee  in  answer  to  the  second  ques- 
tion of  Senator  Weeks. 

Mr.  Hogan.  I  will  look  at  it,  Senator,  and  let  you  know.  [After 
referring  to  hearings.]  No,  Senator;  I  did  not  have  any  reference 
to  that.    I  will  call  your  attention  to  what  I  had  reference  to. 

Senator  Henderson.  There  are  two  places  here.  I  wanted  to  have 
the  record  show  which  one  you  had  reference  to. 

Mr.  Hogan.  While  I  am  looking  for  it,  let  me  tell  you  that  the 
point  was  that  every  time  he  was  asked  about  prosecutions  for  viola- 
tions of  law,  just  as  he  said  he  had  nothing  to  do  with  the  placing- 
of  money  in  banks,  so  he  said,  "  It  is  not  my  province.  That  went  to 
the  Department  of  Justice." 

If  it  has  been  Mr.  Williams's  practice  whenever  there  has  been 
any  violation  of  law  requiring  criminal  prosecutions  to  let  the  De- 
partment of  Justice  handle  it  and  to  have  nothing  to  do  with  it 
except  perhaps  to  establish  evidence,  then  that  is  another  conspicuous 
instance  in  which  he  marked  the  Riggs  National  Bank  for  an  excep- 
tion to  that  practice,  because  in  connection  with  his  endeavor  to  get 
evidence  to  sustain  this  charge  of  perjury  the  only  persons  who  ex- 
amined the  records  and  went  into  the  records,  stayed  in  the  bank 
and  got  out  the  data  and  brought  the  data  into  court  and  testified 
about  it,  were  Williams's  representatives. 

Senator  Henderson.  Who  represented  the  Department  of  Justice 
in  the  trial  of  the  criminal  case? 

Mr.  Hogan.  Assistant  Attorney  General  Fitts,  District  Attorney 
Laskey,  and  Assistant  District  Attorney  James  B.  Archer.  Mr. 
Fitts  was  sent  as  the  chief  prosecuting  representative  of  the  Depart- 
ment of  Justice. 
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Senator  Fletcher.  Mr.  Untermyer  in  his  conversation  did  not 
claim  that  he  was  authorized  by  Mr.  Williams  to  make  any  sug- 
gestion or  proposition  of  that  sort,  did  he? 

Mr.  Hogan.  No,  sir :  he  was  Mr.  Williams's  counsel. 

Senator  Norris  says,  on  page  216 : 

When  violations  have  been  reported,  do  you  not  pursue  it  any  further? 

Mr.  Williams.  No;  then  the  regular  course  is  for  the  Department  of  Jus- 
tice to  send  its  examiners  and  follow  the  matter  up.  Then  their  examiners 
go  in.  sometimes  along  with  our  examiners,  and  we  work  together,  getting 
down  to  the  bottom  of  facts. 

Senator  Norris.  I  should  think  you  would  know  then  unquestionably  about 
how  faithfully  the  Department  of  Justice  prosecutes  those  who  have  violated 
the  banking  laws. 

Mr.  Williams.  We  do  not  feel  that  that  is  our  responsibilty  after  the  Depart- 
ment of  Justice  has  been  given  all  the  facts  that  we  know. 

You  will  find  similar  statements  in  other  places  in  the  record,  but 
that  is  sufficient  to  show  you.  It  was  never  varied:  he  always  said 
the  same  thing:  and  I  say  if  that  is  his  custom,  then,  he  made  the 
Riggs  National  Bank  a  conspicuous  exception  to  that  custom. 

Senator  Henderson.  When  you  testified  to  the  statement  made  to 
vou  bv  Samuel  Unterniver  with  reference  to  the  three  men,  who  were 
prosecuted  criminally,  resigning  from  the  bank,  that  if  they  would 
resign  criminal  proceedings  would  be  dropped,  did  you  infer  that  Mr. 
Williams  had  anything  to  do  with  it? 

Mr.  Hogan.  Of  couse,  I  inferred  it. 

Senator  Henderson.  Was  Mr.  Williams  connected  with  in  in  any 
wavf 

Mr.  Hogan.  Mr.  Untermyer  was  his  counsel.  He  was  not  a  Gov- 
ernment employee. 

Senator  Henderson.  He  was  not  present  during  the  conversation? 

Mr.  Hogan.  Oh,  no;  Mr.  Williams  was  never  present  at  any  con- 
versation I  ever  had  in  my  life  or  any  statement  I  ever  made  until 
yesterday.  But  I  want  to  drive  home  the  inference  that  when  John 
Skelton  Williams's  attorney  talked  about  a  matter  that  was  placed 
in  the  hands  of  that  attorney,  the  client  can  not  go  behind  it  by  say- 
ing he  did  not  know.  It  is  inconceivable  that  he  did  not  know  of  it. 
He  mav  denv  it  until  he  is  red  in  the  face.  The  inference  is  there. 
He  has  told  you  that  the  fact  that  Milton  E.  Ailes  apparently  came 
on  the  board  of  the  Seaboard  Air  Line  about  the  same  time  that  he 
disappeared  from  that  board ;  the  fact  that  McAdoo,  in  his  presence, 
had  accused  Ailes  and  Flather  and  Glover  as  being  the  instigators 
of  the  New  York  Tribune  articles  which  criticized  Williams;  and 
the  fact  that  complaint  was  made  of  discrimination  had  nothing  to 
do  with  his  persistent  persecution  of  this  bank,  that  they  were  all 
merelv  coincidental.  Of  course,  that  taxes  credulitv  to  an  unreason- 
able  limit  I  do  not  say  that  Senators  will  believe  me.  That  is  for 
the  Senators.  Do  you  remember  Abraham  Lincoln's  illustration  of  it, 
ihat  when  A,  B,  C,  and  D  each  did  something  there  was  not  any 
necessary  connection  between  their  actions,  although  they  might  all 
have  been  doing  something  to  one  end.  You  remember  he  used 
Stephen  and  James  and  Roger  as  his  illustrations ;  but  when  A,  B,  C, 
and  D  all  in  different  parts  of  a  city  built  each  of  them  just  one 
part  of  a  structure,  and  then,  at  a  certain  time,  they  all  met  at  one 
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place  and  that  made  one  complete  whole  that  fit  together,  A,  B,  C, 
and  D  can  deny  to  the  end  of  time  that  they  had  no  prearrangement, 
and  nobody  would  believe  it. 

So,  Mr.  Williams  said  that  impartially  and  fairly  and  without 
discrimination  and  without  regard  to  personality  he  nas  discharged 
his  duties  as  Comptroller  of  the  Currency  and  enforced  the  national 
banking  law ;  with  respect  to  these  facts  that  I  have  called  to  your 
attention,  while  he  does  not  deny  that  they  occurred,  although  he 
sometimes  denies  that  they  occurred  precisely  the  waj'  in  which  they 
occurred,  he  says  they  are  merely  incidental  or  coincidental  things 
and  there  was  not  any  conspiracy  between  Mr.  McAdoo  and  him- 
self-  

The  Chairman.  Did  Mr.  Unterniyer  express  any  doubt  of  his 
ability  to  stop  these  proceedings? 

Mr.  Hooan.  None  at  all,  and  I  had  none.  Samuel  Untermyer  was 
in  the  saddle.  He  was  the  boss  of  that  case  from  the  time  he  came 
into  the  court. 

The  Chairman.  If  he  said  what  you  sav  he  said,  it  indicated  that 
he  had  discussed  this  matter  with  Mr.  Williams? 

Mr.  Hogan.  I  have  no  doubt  about  it.  He  did  not  say  that,  but 
there  was  not  the  slightest  doubt  in  my  mind  that  he  had. 

The  Chairman.  He  made  the  offer  to  you  with  apparent  authority 
to  carry  it  out? 

Mr.  Hooan.  Certainly.  As  I  say,  he  was  the  attorney  for  Mr. 
Williams.  Of  course,  we  knew  Samuel  Untermyer,  we  knew  the  posi- 
tion he  had  in  the  case.  The  present  Justice  of  the  Supreme  Court 
certainly  faded  into  significance  from  the  time  Samuel  Untermyer 
got  into  the  saddle  in  that  case.  I  think  I  have  answered  your 
question. 

The  Chairman.  Have  you  other  matters  that  you  wish  to  bring 
before  the  committee?    It  is  now  half  past  5. 

Mr.  Hooan.  I  have  a  very  serious  charge  that  I  would  like  to 
bring  up  to-morrow  morning. 

(Thereupon,  at  5.30  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Friday,  July  11, 1919,  at  10  o'clock  a.  m.) 
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FBIDAY,  JULY  11,  1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10.15  o'clock 
a.  m.,  in  the  committee  room,  Senate  Office  Building,  Senator  George 
P.  McLean  presiding. 

Present:  Senators  McLean  (chairman),  Newberry,  Keyes,  Hen- 
derson, and  Walsh. 

Present  also:  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Currency;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency; Mr.  Frank  J.  Hogan,  Mr.  J.  J.  Darlington,  Mr.  Wade  H. 
Cooper,  and  others. 

The  Chairman.  You  may  proceed,  Mr.  Hogan. 

STATEMENT  OF  MB.  FRANK  J.  HOGAN— Resumed. 

Mr.  Hogan.  Senators,  I  called  to  your  attention  yesterday  to  what 
I  have  no  hesitancy  in  denominating  as  a  flagrant  violation  of  a 
plain  provision  of  the  law  by  John  Skelton  Williams  in  his  failure 
to  have  the  national  banks  of  the  District  of  Columbia  examined  as 
required  by  law  in  those  years  when  he  was  using  his  official  power 
and  his  national-bank  examiners  for  the  purpose  of  carrying  on 
his  persecution  of  the  Biggs  National  Bank. 

Section  5240  of  the  Revised  Statutes  of  the  United  States,  as 
amended  by  the  act  of  1913,  in  this  clear  and  explicit  language 
provides : 

The  Comptroller  of  the  Currency,  with  the  approval  of  the  Secretary  of  the 
Treasury,  shall  appoint  examiners,  who  shall  examine  every  member  bank  at 
least  twice  in  each  calendar  year,  and  oftener  if  considered  necessary. 

In  this  city  there  is  a  national  bank  known  as  the  Federal  National 
Bank.  It  is  located  within  one  block  of  the  Treasury  Department. 
In  the  year  1914  it  was  examined  once,  in  June,  1914,  the  examination 
terminating  June  10,  1914.  It  was  usual  for  banks  to  be  examined 
in  the  spring  or  summer,  and  then  in  the  fall  and  winter,  usually,  so 
as  to  get  them  separated.  June  10, 1914,  the  Federal  National  Bank's 
last  examination  and  only  examination  for  that  year  was  completed. 
Coincident  with  that  date  you  will  remember  opened  this  controversy 
with  Riggs,  and  never  again  during  the  year  1914  did  the  Comp- 
troller or  the  Currency,  who  has  told  this  committee  that  he  is 
criticized  for  enforcing  the  law,  carry  out  that  plain  mandate  of  the 
law  with  respect  to  that  bank. 
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In  the  year  1915  the  Federal  National  Bank,  from  January  until 
December,  was  given  but  one  examination,  and  that  occurred  in 
in  March,  1915.  After  that  time,  and  down  to  October,  1915,  when 
the  indictments  I  have  described  to  you  were  brought,  the  bank 
examiners  were  too  busy  to  give  the  lawful  attention  to  the  condition 
of  other  national  banks. 

The  Chairman.  What  you  are  testifying  to  now,  I  suppose,  is  a 
matter  of  record? 

Mr.  Hogan.  Yes ;  all  these  things  are  matters  of  record. 

In  the  year  1916  the  Federal  National  Bank,  in  this  city,  in  viola- 
tion  of  the  law  which  the  comptroller  was  sworn  to  enforce,  was  sub- 
jected to  a  bank  examination  but  once,  and  that  examination  waa 
October,  1916,  ending  on  October  2.  A  splendid  financial  institution 
is  that  bank,  but  what  have  vou  Senators  to  say  when  a  man  comes  in 
here  and  swears  to  perform  the  duties  of  his  office,  in  the  face  of  that 
requirement  of  the  Revised  Statutes,  but  the  comptroller  here,  right 
in  the  city,  when  he  is  using  his  bank  examiners  as  he  used  them 
against  the  Riggs  Bank,  does  not  have  the  Federal  National  Bank,  a 
block  away  from  the  Treasury,  examined  at  all  from  March,  19i5, 
until  October,  1916?  Get,  if  you  please,  the  long  time  that  passed 
between  those  examinations. 

And  now  let  me  show  you  the  record  of  what  he  did  with  the  other 
national  banks.  Let  me  show  what,  if  anything,  he  did  when  the 
Commercial  National  Bank,  of  which  at  that  time  Tucker  Sands, 
from  his  city  in  Virginia,  his  close  personal  friend,  cheek  by  jowl 
with  him  day  in  and  day  out  in  the  Treasury  and  on  the  streets  of 
this  city,  was  vice  president,  was  reporting  in  every  report  that  bank 
had  published  from  the  time  he  became  comptroller  until  the  time  we 
wrote  our  March  9,  1915,  letter,  showing  they  were  low  in  their  re- 
serves and  were  doing  business,  at  av  time  when  that  bank  was  notori- 
ously being  favored  by  Government  deposits  which  he  directed  the 
placing  of  in  a  manner  I  am  going  to  show  you  before  I  get  through 
here.  There  is  the  law ;  there  are  the  facts ;  there  are  the  dates.  It 
can  not  be  answered,  Senators. 

Yesterday  Senator  Henderson  asked  me  whether  or  not  it  would 
not  be  compounding  a  felony  under  our  law  to  trade,  as  I  used  the 
expression,  resignations  for  indictments,  and  I  answered  yes;  it 
would.  Understand,  however,  that  I  did  not  mean  by  that  answer — 
I  have  not  read  how  the  record  has  it — that  Mr.  Untermyer  proposed 
to  compound  a  felony,  because  Untermyer  knew  no  felony  has  been 
committed.  You  can  not  compound  a  felony  unless  knowing  a  felony 
to  have  been  committed,  you  do  something  to  compound  it.  Unter- 
myer knew  and  said  that  the  indictments  should  not  be  brought.  He 
has  told  me  within  the  last  few  months  that  he  strenuously  recom- 
mended against  the  indictments  as  a  foolish  thing  for  the  Govern- 
ment to  do.  He  knew  perfectly  well,  as  every  other  man  representing 
Williams  knew 

The  Chairman.  This  offer  was  made  before  the  indictment  was 
found  ? 

Mr.  Hogan.  Oh;  yes,  sir.  But  it  was  not  compounding  a  felony -so 
long  as  Untermyer  knew  that  there  was  no  felony  committed,  as  every 
other  man  connected  with  this  administration  who  knew  anything 
about  the  facts  knew  when  they  brought  the  indictment.    But  the  in- 
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dictment  was  what  we  were  paid  for  daring  to  sue  John  Skelton 
Williams. 

Senator  Henderson.  Let  me  ask  this  question :  Was  this  proposi- 
tion made  to  3'ou  before  or  after  the  indictment  was  found  ? 

Mr.  Hogan.  Before. 

Senator  Henderson.  There  were  no  indictments  at  the  time? 

Mr.  Hogan.  No  indictments.  But  of  course  the  air  was  filled  with 
rumors  of  indictments. 

The  Chairman.  You  said  there  were  rumors? 

Mr.  Hogan.  Oh,  yes;  the  newspapers  had  it. 

The  Chairman.  Can  you  put  into  the  record  an  item  of  publica- 
tion of  any  kind  indicating  what  the  nature  of  those  threats  was, 
and  what  the  rumors  were? 

Mr.  Hogan.  I  can,  sir;  a  publication  of  a  local  newspaper.  Of 
course,  I  haven't  them  here,  but  I  will  put  them  in  the  record. 

Senator  Fletcher  asked  me  yesterday  afternoon  after  he  had  re- 
ceived a  note  from  Mr.  Williams,  as  other  Senators  have  received 
from  time  to  time  from  Mr.  Williams,  notes  that  have  been  handed 
up  here  so  that  questions  might  be  propounded  to  me,  a  thin^  I  do 
not  criticize — whether  or  not  the  judge  did  not  charge  that  if  the 
defendants,  Mr.  Glover  and  the  Messrs.  Flather,  acted  upon  the  advice 
of  counsel  in  making  the  affidavit  for  the  making  of  which  they 
were  indicted,  they  were  entitled  to  be  acquitted.  I  want  to  make 
my  answer  to  that  exceedingly  plain.  And  may  I  say  parenthetically 
that  no  more  masterly,  eloquent  or  fair  charge  has  ever  been  de- 
livered to  a  jury  since  the  establishment  of  that  bulwark  of  our 
liberties,  the  trial  jury  system,  than  that  charge.  If  I  had  anything 
to  criticize  regarding"  Judge  Siddons  or  Judge  McCov,  or  any  other 
judge,  the  mere  fact  that  they  are  judges  and  I  practice  before  them 
would  not  stop  me  criticising  them.  But  Judge  Siddons,  when  he 
came  to  charge  the  jury,  rendered  a  charge  that  was  so  fair  and  so 
commendable  that  it  will  stand  as  one  of  the  brightest  contributions 
to  the  law  of  trial  by  jury  ever  heard  in  this  or  any  other  juris- 
diction. 

After  pointing  out  to  the  jury  that  the  standing  of  these  men 
in  the  community  amounted  to  naught  if  they  were  guilty  of  an 
offense,  he  charged  them  correctly  on  the  law  with  respect  to  fol- 
lowing the  advice  of  counsel.  But  he  told  the  jury  that  if  these 
men  knew  the  facts — if  they,  as  officers  of  the  bank,  knew  the  facts — 
and  knew  that  the  affidavit  was  false,  or  did  not  know  that  the  facts 
;tated  in  that  affidavit  were  true,  then  the  mere  fact  that  they  signed 
it  l>ecause  counsel  had  drawn  it,  and  on  the  advice  of  counsel,  would 
not  save  them,  and  they  would  be  guilty.  So  that  he  did  not  simply 
>ay  they  could  go  acquitted  on  the  advice  of  counsel.  The  issue 
was  squarely  put  to  the  jury,  and,  as  I  told  you  yesterday,  the  jury 
by  acclamation  not  only  acquitted,  not  only  vindicated,  but  gave  an 
ovation  to  the  defendants. 

Gentlemen,  before  I  show  you  how  this  man  uses  his  office  for 
reprisals  on  the  one  hand  and  how  he  uses  his  office  to  pay  debts  in 
connection  with  this  prosecution  on  the  other  hand,  I  want  to  pay 
*>me  little  attention,  only  because  it  has  been  dragged  into  this  rec- 
ord, to  one  or  two  things  that  he  said  here.  I  am  going  to  refer  with 
?reat  regret  to  the  Gieseking  case.     I  would  not  mention  it  if  it 
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had  not  already  been  brought  into  the  record — and  it  is  fair  to  say 
that  the  comptroller  did  not  first  bring  it  into  the  record.  But  the 
comptroller  aid  use  it  when  it  was  in  the  record,  following  his  cus- 
tomary habit  to  have  you  draw  a  false  impression  from  it. 

It  was  ascertained  a  little  more  than  a  year  ago,  during  the  sick- 
ness of  one  of  the  note  tellers  of  the  Riggs  Bank,  that  he  had  de- 
faulted in  his  accounts.  These  defalcations  were  going  on  for  a  long 
period  of  time.  The  amount  of  them  to  a  bank  of  the  Biggs  standing 
and  solvency  was  unimportant  in  the  sense  of  having  any  effect  upon 
its  financial  resources.  The  case  was  an  exceedingly  sad  case.  The 
man  was  at  the  time  undoubtedly  in  a  pitiable  and  "pathetic  state  of 
health.  He  had  a  delightful  family.  When  the  defalcation  was  dis- 
covered, during  his  sickness,  he  was  called  before  the  officers  of  the 
bank,  and  after  making  a  faint  denial,  he  made  a  very  frank  and 
pitiable  confession  of  his  wrongdoing.  The  bank  did  what,  of  course, 
it  was  required  to  do,  regretfully  it  made  its  investigation,  and  re- 
ported to  the  Comptroller  of  the  Currency  and  to  the  national  bank- 
examiner  the  facts  thereby  disclosed. 

Senator  Reed,  of  Missouri,  a  member  of  this  committee  when  the 
February  hearings  were  held,  made  a  statement  respecting  wyhat  he  did 
to  help  the  family  of  Mr.  Gieseking.  What  Senator  Reed  did  will 
stand  always  as  a  testimonial  to  the  Senator's  splendid  heart  and  char- 
itable mind.  Mr.  Gieseking  and  his  family  were  neighbors  of  Senator 
Reed.  Senator  Reed  had  purchased  his  house  from  Mr.  Gieseking 
directly  next  to  where  Gieseking  himself  lived,  and  Senator  Reed 
went  forward  for  that  neighbor  and  tried  to  do  everything  he  could 
to  get  the  members  of  the  family  who  were  capable  of  working  posi- 
tions in  the  Government.  Mr.  Joseph  P.  Tumulty  did  likewise. 
May  I  say  I  trust  the  press  will  not  mention  this  Gieseking  case,  be- 
cause it  can  onlv  do  harm  to  an  innocent  familv,  which,  as  Senator 
Reed  says,  always  suffers  more  than  the  guilty. 

Whatever  was  done  to  help  the  Gieseking  family  receives  not  only 
my  commendation  but  the  commendation  of  every  officer  of  the  Riggs 
Bank.  The  officers  of  the  Riggs  Bank,  as  such,  did  simply  their 
duty.  The  Fidelity  Co.  that  was  on  Mr.  Gieseking's  bond  paid 
the  amount  of  money  that  they  were  required  to  pay  on  that  bond, 
and  they  took,  as  I  assume  they  had  a  legal  right  to  do,  deeds  to  what 
property  he  held  in  his  name  as  security.  The  bank  took  none  of  his 
property,  except  such  money  as  he  raised  and  voluntarily  paid  to  the 
bank,  leaving  a  deficit.  The  bank  was  not  paid  in  full— ^-could  not  be 
paid  in  full.  Representing  the  bank,  I  agreed  with  Mrs.  Gieseking. 
a  splendid  woman,  that  she  might  keep  for  her  own  use  at  that  time 
some  funds  Mr.  Gieseking  had  until  they  could  get  on  their  feet.  The 
bank,  of  course,  had  no  right  to  give  money  either  to  a  defaulter  or  to 
the  family  of  a  defaulter,  but  Mr.  Charles  C.  Glover  personally  handed 
Mrs.  Gieseking  $400  in  order  that  the  family,  reared  in  the  station  in 
life  that  they  never  should  have  been  reared  in,  could  arrange  their 
affairs  until  such  time  as  they  got  work. 

I  bring  that  in  because  the  Gieseking  case  is  brought  into  this  rec- 
ord, and  I  say,  as  I  think  Senator  Weeks  said,  that  Senator  Reed's 
and  Mr.  Tumulty's  efforts  to  help  that  familv  are  not  subjects  for 
criticism,  but  they  are  subjects  for  most  splendid  commendation. 

The  Comptroller  of  the  Currency  gets  out  and  got  out  just  shortly 
before  this  Gieseking  case  placards  inviting  attention  to  penalties  fov 
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the  violation  of  the  national  bank  act,  undoubtedly  as  a  warning  to 
persons  against  those  penalties,  and  the  comptroller,  so  far  as  I  know, 
in  this  case  simply  forwarded  the  report  of  the  defalcation  to  the 
Department  of  Justice.  The  case  has  never  been  tried,  and  I  under- 
stand the  man  is  still  sick. 

But  that  record  having  been  brought  here,  on  page  397  the  comp- 
troller said : 

Mr.  Williams.  They  were  carrying  the  stocks,  and  I  think  he  denied  that 
he  had  given  them  authority  to  permit  the  purchase.  That  is  one  particular 
oast*,  and  there  were  a  number  of  other  losses. 

Referring  to  what  I  denominated  yesterday  as  the  Musher  case : 

Senator  Wekks.  Was  there  any  loss  on  account  of  the  loans  made  by  officers 
or  employees  of  the  bank  ? 

That,  undoubtedly,  should  read,  "to  officers  or  employees  of  the 
bank." 

Mr.  Williams.  Oh,  I  don't  recall  us  to  whether — yes;  I  will  say  there  was 
an  atmosphere  of  speculation  in  the  bank  at  that  time  which  was  exceedingly 
unhealthy.  At  a  previous  hearing  reference  has  been  made  to  one  case  where 
a  note  teller,  I  believe,  embezzled  fifty  or  sixty  thousand  dollars  of  the  bank's 
nmney.  I  presume  he  felt  that  as  the  officers  of  the  bank  were  speculating, 
that  the  president  of  the  bank  was  buying  and  selling  stocks  and  the  vice 
president  was  buying  and  selling  stocks,  and  others,  that  he  could  speculate 
also.  The  result  was  that  there  was  an  embezzlement ;  in  fact,  I  think  there 
have  been  two  embezzlements  In  that  bank  from  time  to  time  in  the  past. 
But  that  was,  as  I  say,  I  think  the  example  of  having  the  officers  of  the  bank 
engaged  in  stock  speculation,  which  was  an  exceedingly  unhealthy  one  for 
the  bank. 

Before  he  made  that  statement  he  could  have  ascertained  the  facts, 
could  he  not?  What  impression  did  he  want  to  create  here  except 
that  this  man  Gieseking  had  become  a  defaulter  by  speculating  in 
consequence  and  as  a  result  of  the  example  set  him  by  officers,  when, 
if  he  had  taken  the  slightest  trouble  to  find  out  the  truth,  he  would 
have  learned  a  remarkable  thing — that  stock  speculation  had  noth- 
ing to  do  with  Gieseking's  defalcation.  Gieseking  was  not  a  stock 
speculator.  In  fact,  the  only  stocks — very  few — that  Gieseking  had 
were  turned  into  money  and  enabled  him  to  make  good  in  a  very 
small  part  his  defalcation.  He  would  have  learned,  as  anybody 
could  learn,  that  Gieseking's  defalcation  was  the  result  of  living 
on  a  false  basis.  A  man  who  had  a  small  salary  had  received  some 
years  ago  a  legacy — I  do  not  remember  the  exact  figures,  but  some- 
thing like  $20,000— and,  like  so  many  men  who  get  $20,000,  that 
seemed  to  make  him  feel  that  he  was  rich,  and  he  immediately  built 
a  home  far  beyond  his  natural  and  normal  resources,  and  the  story 
is  a  story  of  keeping  up  with  the  Joneses.  He  lived  in  an  expensive 
neighborhood,  his  family  lived  on  an  expensive  basis,  and  the 
money  was  used  for  that  purpose.  It  was  taken  from  time  to  time 
in  order  to  keep  this  expensive  mode  of  living,  the  keeping  of  an 
automobile,  and  the  living  on  a  basis  that  the  man  had  no  right  to 
live  on.  The  bank  should  have  known  of  this  mode  of  living,  but 
not  knowing  that  he  had  this  legacy  did  not  know  that  he  had 
resources  outside  of  his  salary.  That  was  the  whole  story  of  the 
Gieseking  case,  out  of  which  this  man  Williams  attempts  here  before 
the  Senate  committee  to  create  the  impression  that  this  was  the 
result  of  the  atmosphere  created  in  the  bank  by  a  man  like  Mr. 
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Glover,  a  millionaire,  buying  for  his  own  account,  when  he  wanted 
to,  stocks  and  bonds. 

Not  only  that,  there  was  one  other  defalcation,  he  savs,  and  he 
brings  that  in.  He  knew — and  if  he  did  not  know,  he  should  have 
known — that  the  second  defaulter  did  not  come  into  the  bank  until 
19A18.  He  was  an  employee  taken  on  during  the  time  when  all  banks 
and  all  industries  were  suffering  from  scarcity  of  labor.  He  was  a 
well  recommended  young  man  who  forged  some  checks  of  depositors. 
He  was  not  there  at  the  time  when  these  things  which  he  said  ceased 
afterwards,  and  which  he  criticized,  were  going  on.  When  a  man 
comes  before  a  committee  of  the  United  States  Senate,  having  avail- 
able to  him  and  accessible  to  him  those  facts,  and  makes  that  sort  of 
a  statement,  endeavors  to  use  those  things  which  he  could  have  in- 
telligently informed  himself  about,  am  I  overstepping  the  bounds 
of  fairness  or  propriety  when  I  say  that  it  shows  the  characteristic 
expert  falsifier — the  creator  of  false  impressions? 

I  call  your  attention  to  the  February  hearings,  on  page  377,  where 
lie  refers  to  the  fact  that  merely  because  he  put  the  wTord  "  and '' 
where  he  should  have  put  in  the  word  "  or,"  in  calling  for  these  spe- 
cial reports,  a  $5,000  fine  was  not  sustained.  In  other  words,  wher- 
ever he  mentions  that,  he  creates  the  impression  that  by  a  technical 
inadvertance  he  called  for  these  reports  with  the  word  "  and."  Of 
course,  he  did  not  do  any  such  thing.  You  heard  me  read  over  and 
over  again  that  he  made  these  separate  officers  sign  separate  state- 
ments.    It  was  not  any  technical  oversight  at  all. 

I  could  go  on  through  this,  just  as  I  could  go  on  through  the  corre- 
spondence, and  call  your  attention  to  his  evasive  methods,  call  your 
attention  to  the  fact  that  he  will  not  answer  questions  the  facts  in 
relation  to  wrhich  must  be  at  hand.  But  I  will  not  bother  von  anv 
longer  on  that. 

Before  I  pick  up  one  by  one  this  man's  misuse  of  his  office  as  a 
method  of  reprisal  against  those  he  had  personal  animosity  toward, 
let  me  illustrate  a  case — I  do  not  know  how  many  others  there  are — 
whereby  he  can  work  his  office  the  other  wav.  When  Lewis  Johnson 
,  &  Co.,  the  brokerage  house  whose  office  was  opposite  the  Treasury, 
went  into  bankruptcy,  they  had  in  their  employ  a  man  whose  name 
was  W.  Morris  Lammond,  a  bookkeeper.  Mr.  Lammond  did  a  great 
deal  of  the  work  in  connection  with  the  digging  out  of  the  facts  of 
the  alleged  Lewis  Johnson  &  Co.-Riggs  National  Bank  account  for 
the  attorneys  for  Mr.  Williams  in  the  equity  suit.  When  the  affi- 
davit upon  which  the  perjury  indictment  was  so  outrageously  based 
was  presented  to  the  court  during  the  preliminary  equity  hearing, 
the  next  day  the  comptroller's  counsel  responded  by  producing  a 
long  affidavit  made  that  night  by  Mr.  W.  Morris  Lammond,  who  at 
that  time  was  acting  as  bookkeeper  for  the  trustees  in  bankruptcy 
of  the  Lewris  Johnson  firm.  Lammond,  in  that  affidavit — poor  chap — 
was  made  to  swear,  not  on  information  and  belief,  but  to  swear  as  of 
direct  personal  knowledge,  to  facts  which  manifestly  and  obviously 
he  could  not  have  had  any  personal  knowledge  of.  If  he  had  said 
on  information  and  belief,  I  understand  the  situation  would  have 
been  one  thing,  but  the  affidavit  made  him  testify  as  to  things  which 
went  on  in  the  Riggs  Bank,  where  he  was  not  employed,  and  where 
he  could  not  have  been  employed.  It  was  an  obvious  thing,  and  it 
became  more  obvious  this  way:  Lammond  was  a  witness  before  the 
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grand  jury  in  that  expeditiously  conducted  proceeding  whereby  Mr. 
Glover  and  the  Messrs.  Flather  were  indicted. 

When  Lammond  came  on  the  witness  stand  in  the  criminal  prose- 
cution, he  was  the  most  harmless  and  innocuous  witness  ever  pro- 
duced by  a  prosecution  against  defendants.  Of  course,  the  facts 
which  it  was  easy  for  him  to  state  in  an  ex  parte  affidavit,  when  re- 
stricted by  rules  of  evidence  he  could  not  testify  to.  His  testimony 
was  purely  formal,  the  recognition  of  documents,  and  absolutely  did 
no  harm  whatever. 

The  trial  ended.  The  next  time  I  met  Mr.  W.  Morris  Lammond 
he  was  assistant  national  bank  examiner,  assigned  to  the  Philadelphia 
district  by  the  grace  of  John  Skelton  Williams,  Comptroller  of  the 
Currency. 

The  Chairman.  Before  you  pass  that,  can  you  in  a  word  give  the 
committee  any  idea  of  what  Mr.  Lammond  testified  to  that  was 
false? 

Mr.  Hooan.  I  will  put  the  affidavit  in  the  record,  with  the  chair- 
man's permission. 

The  Chairman.  Very  well. 

Mr.  Hooan.  If  the  affidavit  had  been  true,  if  the  facts  in  the  affi- 
davit had  been  true,  there  would  have  been  no  escaping  the  trial  for 
perjury. 

The  Chairman.  They  did  not  escape  the  trial  for  perjury? 

Mr.  Hogan.  I  mean  there  would  have  been  no  escaping  conviction. 
If  his  affidavit  had  been  true,  the  affidavit  upon  which  the  perjury 
indictment  was  based  would  have  been  false,  and,  as  I  say,  this  affi- 
davit was  drawn  for  him,  of  course,  in  the  night,  and  when  Lammond 
came  on  the  stand  in  the  criminal  case,  of  course  he  could  not  testifv 
to  things  he  did  not  know  of,  and  he  was  gentle  and  nice.  All  we  did 
with  Mr.  Lammond  was  make  him  a  witness  for  the  defense. 

The  Chairman.  As  a  matter  of  fact,  then,  in  the  criminal  trial  he 
did  not  support  his  affidavit  in  the  civil  proceeding? 

Mr.  Hogan.  No.  I  am  through,  except  as  to  anything  I  might  be 
asked,  with  the  Riggs  Bank  phase  of  this  case. 

The  Chairman.  Your  testimony,  after  it  is  printed,  of  course,  will 
I*  given  to  the  comptroller. 

Mr.  Hooan.  Yes,  sir. 

The  Chairman.  And  he  will  have  an  opportunity  to  make  reply. 

Mr.  Hogan.  Yes,  sir. 

The  Chairman.  If  at  that  time  there  are  anv  corrections  that  vou 
wish  to  make,  I  presume  you  will  have  an  opportunity.  I  want  to  be 
fair  about  this.  . 

Mr.  Hogan.  As  I  stated  to  Senator  Henderson  when  he  made  that 
statement  to  me  yesterday  after  adjournment,  no  matter  where  I  am, 
I  am  at  this  committee's  disposal,  and  with  any  reasonable  notice  I 
will  again  respond,  as  I  have  responded  now,  to  a  request  of  this 
committee. 

I  have  only  given  you  samples  of  this  correspondence.  It  would 
take  500  printed  pages  to  give  it  to  you  all.  It  just  simply  was  char- 
acterized throughout,  as  I  have  already  said  to  you,  by  this  sort  of 
thing.  The  board  of  directors  of  the  bank  would  say  to  Mr.  Williams, 
k,Is  there  any  practice  or  anything  here  at  all  that  you  want 
changed ?M  And  he  would  answer,  "Your  artless  inquiry  is  under- 
stood and  appreciated." 
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The  board  of  directors  of  a  bank  would  say  to  him,  "We  had  a 
national  bank  examiner  in  here  in  May,  1914.  Did  he  report  any- 
thing that  ought  to  be  changed?  Did  he  report  against  us?"  The 
answer  was,  u  You  will  soon  learn  what  this  office  can  do." 

The  board  of  directors  said,  "  You  have  chained  our  officers  with 
falsifying  under  oath.  Will  you  please  inform  us,  so  that  we  may 
take  appropriate  action,  what  falsifications  you  have  other  than 
that  one  of  Mr.  Glover's  you  have  called  attention  to?"  And  he 
answers  again,  "  Your  artless  seeking  for  information  is  not  mis- 
understood by  this  office.  In  due  time  this  office  will  take  appro- 
priate action." 

The  Chairman.  That  volume  of  letters  will  be  left  with  the  com- 
mittee, Mr.  Hogan? 

Mr.  Hogan.  Yes,  sir.  I  do  not  think  that  volume  of  letters,  how- 
ever, should  be  published,  because,  as  I  say,  name  after  name  of 
persons  having  no  connection  with  this  are  in  it. 

The  Chairman.  I  understand.  It  will  be  considered  in  executive 
session. 

Mr-  Hogan.  The  Riggs  Bank,  when  Mr.  Williams  was  nominated 
during  the  last  session  of  Congress,  neither  by  its  officers  nor  its 
attorneys  took  any  part  whatever  in  opposing  his  nomination.  The 
Riggs  Bank  has  no  interest,  any  more  than  other  national  banks 
would  have,  in  whether  Williams  or  Jones  or  Smith  is  Comptroller 
of  the  Currency.  That  is  not  for  its  selection.  The  Riggs  Bank's 
position  with  regard  to  whether  or  not  it  would  be  heard  on  the  sub- 
ject is  very  correctly  stated  by  Senator  Owens,  the  former  chairman 
of  this  committee,  in  the  February  hearings,  at  a  time  when  the 
committee  had  requested  my  appearance  here,  and  I  was  in  Brook- 
lyn. I  do  not  remember  the  page  it  is  on  now,  but  it  is  very  well 
stated  and  I  need  not  bother  to  call  your  attention  to  the  page,  but 
Senator  Owens  stated  the  Riggs  Bank's  position  so  clearly  that  I 
could  not  improve  upon  it. 

The  Chairman.  The  bank  had  an  opportunity  to  appear  last  ses- 
sion but  did  not. 

Mr.  Hogan.  I  am  here  in  the  performance  of  what  I  consider 
individually  and  personally  a  public  duty,  after  I  received  the  re- 
quest of  this  committee  to  come  here,  to  let  you  know  facts  which 
demonstrate  the  manifest  and  obvious  unfitness  of  this  man  for 
office. 

But  I  have  not  shown  you  the  main  thing  even  yet.  One  of  the 
things  that  Williams  has  prated  about  more  than  anything  else  is 
this,  that  it  is  a  slander  to  say  that  he  would  use  his,  public  office,  or 
that  he  ever  did  use  his  public  office,  to  get  back  at  a  personal  enemy 
or  at  any  one  who  crticized  his  public  acts,  or  to  attain  the  end  of 
personal  hostility  or  malice.  That  has  been  his  card  all  the  way 
through.    Now,  let  us  test  it. 

First.  Ailes  and  Flather,  two  officers  of  the  Riggs  Bank,  are  the 
only  persons  to  appear  before  the  Senate  committee  in  opposition 
to  his  confirmation  when  he  is  first  appointed  and  the  Riggs  Bank 
suffered  for  it. 

Second.  George  G.  Hill,  the  New  York  Tribune  correspondent, 
and  for  some  years  now  the  London  Times  correspondent — or  one  of 
the  London  Times  correspondents — wrote  the  articles  which  criti- 
cized Williams's  public  conduct  with  relation  to  the  Munsey-United 
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States  Trust  Co.  consolidation  in  this  city  in  1913.  Every  time  he 
issues  a  public  statement  you  will  find  in  it  an  attack  on  Hill.  In 
the  public  records  here  of  the  February  hearings  he  puts  the  quota- 
tion that  he  uses  constantly  from  Secretary  McAdoo?  to  the  effect, 
in  substance — I  do  not  want  to  waste  time  turning  to  it — "  This  cor- 
respondent is  known  and  thoroughly  discredited  in  this  depart- 
ment." He  seems  to  think  by  repetition  of  the  thing  he  will  end 
Hill's  newspaper  career  entirely.  Every  time  Hill  has  written  an 
article  reflecting  upon  the  condition  of  his  public  office  he  has  gone 
after  whoever  dared  publish  that  article.  Not  long  ago  his  secre- 
tary telephoned  to  Hul,  because  Hill  in  the  Boston-  Transcript  had 
written  an  article  about  the  comptroller's  public  conduct,  summon- 
ing Hill  before  the  bar  of  that  supreme  tribunal  to  answer.  As  I 
sav,  he  has  taken  advantage  of  this  proceeding  here. 

Mr.  Hill,  I  said  the  other  day,  was  a  member  of  the  Senate  gallery. 
He  has  been  continuously  with  two  exceptions.  Having  a  fine  ideal 
of  the  correspondent's  duty,  he  demitted  from  the  Senate  gallery,  he 
gave  up  his  privilege  in  the  Senate  gallery  when  he  was  employed 
to  conduct  our  publicity  in  connection  with  the  equity  suit.  The 
Ri?gs  Bank  at  that  time,  or  its  officers,  had  him  directing  the  pub- 
licity, because,  as  you  Senators  will  recognize,  there  were  two  aspects 
to  that  when  we  were  forced  to  bring  this  man  to  the  bar  of  a  court 
of  justice  to  assert  our  rights.  One  was  the  public  aspect,  the  other 
was  the  court  aspect.  If  the  publicity  was  not  intelligently  handled, 
a  run  would  have  occurred  on  that  bank.  Mr.  Hill  was  a  man  who 
had  experience  in  handling  things  of  that  sort,  and  he  demitted  from 
the  Senate  gallery.  Latterly  he  has  done  the  same  thing,  because 
he  is  now  doing  publicity  work  for  the  national  committee. 

But  because  Mr.  Hill  has  suffered  from  this  man's  hostility  in 
every  way  he  can,  and  because  he  has  said  he  is  a  thoroughly  dis- 
credited correspondent,  just  as  a  matter  of  American  fair  play  I  am 
going  to  ask  to  be  allowed  to  read  into  this  record  a  tribute  of  Mr. 
Hill  from  a  man  that  many  of  you  Senators  know  personally  and 
that  all  you  respect  the  opinion  of.  I  hold  the  original  letter  in  my 
hand,  which  Mr.  Hill  prizes  highly.    It  reads: 

United  States  Senate, 
Washington,  Z).  C,  October  23,  1914. 

My  Drab  Mb.  Mitchell:  I  beg  to  introduce  to  you  my  friend,  George  G.  Hill, 
who  has  long  been  head  of  the  Tribune  bureau  in  Washington.  Mr.  Hill's  con- 
nection with  the  Tribune  has  ended  and  his  services  are  available  for  some 
other  paper.  A  long  and  intimate  acquaintance  with  the  representatives  of  the 
press  makes  me  feel  competent  to  say  that,  many  able  men  as  there  have  been 
among  them,  Mr.  Hill  ranks  with  the  very  first.  He  has  established  a  strong 
Ming  of  confidence  in  him  among  public  men,  and  they  like  him  and  trust  him, 
ami  he  has  acquired  the  kind  of  thorough  and  confidential  knowledge  of  the 
affairs  of  our  Government,  its  personnel,  its  inside  history,  the  meaning  of 
things  said  and  done,  the  inferences  to  be  drawn  from  what  happens  here,  the 
real  weight  and  potency  of  the  forces  at  work,  which  can  be  gained  only  by  long 
and  successful  experience.  The  ability  of  a  man  to  learn  what  is  really  going 
«»n  here  depends  very  much  on  his  having  that  kind  of  knowledge,  so  that,  with  a 
very  little  additional  Information,  he  has  the  whole  story. 

I  know  of  no  Washington  correspondent  in  recent  years  whose  articles  have 
™>mmanded  more  respect  and  shown  more  correct  insight  and  information  than 
his.    I  beg  to  commend  him  to  your  kind  consideration  and  courtesy. 

With  kind  regards,  I  am  always, 
Faithfully,  yours, 

Elihu  Root. 

Edwahd  P.  Mitchell,  Esq., 

The  Netc  York  Sun,  New  York  City. 
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Senate  committee  opposing  the  confirmation  of  the  Comptroller  of 
the  Currency.    Feljruary.  1919." 

There  are  four  pages  01  the  memorandum,  and  then  he  has  attached 
to  the  memorandum  a  copy  of  a  letter  of  March  25,  1919,  from  John 
Skelton  Williams  to  Mr.  J.  R..  Downing,  vice  president  and  cashier 
of  the  Phoenix  &  Third  National  Bank,  Lexington,  Ky.  You  see, 
this  man  spends  so  much  time  carrying  on  his  own  fight  that  it  is 
no  wonder  that  banks  telegraph  in  here  that  they  can  not  get  in- 
formation. 

Senator  Henderson.  Did  you  receive  that  through  the  mail? 

Mr.  Hooan.  Yes ;  I  received  it  through  the  mail.  It  was  not  sent 
to  me  direct.  This  was  sent  to  a  friend,  a  man  living  in  Washington, 
having  no  connection  with  any  bank  at  all,  and  it  was  sent  by  the 
mail  from  him  to  me. 

I  am  not  going  to  read  this  except  to  say  this :  This  is  a  United 
States  Senator,  Senator  Weeks,  who  in  the  Cooper  memorandum 
Williams  refers  to  as  the  "now  ex-Senator  Weeks *' — not  as  "ex- 
Senator  Weeks  "  or  "  former  Senator  Weeks,"  but  as  "  now  ex-Senator 
Weeks." 

This  memorandum  he  devotes  to  the  United  States  Senator  who 
had  the  temerity  to  oppose  him.  He  first  charges  in  fairly  diplomatic 
language  that  Senator  Weeks  knowingly  made  a  false  statement. 
He  said  that  Senator  Weeks  could  not  possibly  have  forgotten  that 
he  had  received  a  letter  which  was  commendatory  of  Williams  a(;  the 
time  when  the  Senator  said  that  all  the  correspondence  he  had 
received  from  bankers  while  he  was  Senator  was  condemnatory  of 
him,  and  he  puts  in  juxtaposition  Senator  Weeks's  statement  and 
Senator  Weeks's  subsequent  statement  about  this  one  letter  that  he 
received  from  somebody,  I  think,  in  Kentucky,  and  then  he  goes  on 
to  argue  that  Weeks  made  this  admission  only  after  he  discovered 
that  the  Comptroller  of  the  Currency  knew  of  these  resolutions  and 
after  (underscoring  the  word  "  after ?')  the  Comptroller  of  the  Cur- 
rency had  read  a  letter  from  the  president  of  the  national  bank. 

And  then  just  think  of  this  sort  of  thing  to  be  sent  out  about  a 
United  States  Senator  who,  however  much  he  opposes  you,  we  must 
assume  tries  to  do  his  duty : 

The  matter  of  a  single  letter,  of  course,  is  not  important  of  itself.  In  this 
instance,  however,  this  letter,  taken  with  the  circumstances  connected  with  it, 
has  serious  •  significance.  It  seems  to  prove  that  Mr.  Weeks's  memory  fails 
to  function  efficiently  on  points  favorable  to  Mr.  Williams's  fitness  to  be 
comptroller,  but  is  vividly  retentive  of  every  scrap  of  anonymous  suggestion 
or  bit  of  floating  fretfulness  he  can  gather  to  support  his  contention  that  the 
comptroller  is,  as  he  charged,  "  temperamentally  unfit."  It  suggests  that  even 
he  may  doubt  the  value  of  opinion  based  on  rejection  of  the  evidence  of  one  side 
and  inflation  of  that  on  the  other  side.  It  indicates  that  such  opinion  was 
entitled  to  little  weight  even  aided  by  the  dignity  of  a  Senatorship  from  Massa- 
chusetts, and  can  not  command  much  respect  even  by  the  pathos  of  its  expres- 
sion as  a  "  swan  song,"  as  the  now  ex-Senator  described  his  fervent  appeal 
before  the  Senate  committee  preceding  his  retirement  by  request  of  his  con- 
stituents. 

Comment  is  unnecessary. 

Senator  Henderson.  I  suggest  that  that  entire  letter  be  put  in  the 
record. 
Mr.  Hogan.  I  hand  it  to  the  reporter.    I  think  it  ought  to  be. 
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(The  letter  referred  to  is  here  printed  in  full,  as  follows:) 

MEMORANDUM  REGARDING  EX-SEN ATOB  WEEKS*  TESTIMONY  BEFORE  THE  SENATE 
COMMITTEE  OPPOSING  THE  CONFIRM ATTON  OF  THE  COMPTROLLER  OF  THE  CUR- 
RENCY. 

Treasury  Department, 
Comptroller  of  the  Currency, 

Washington,  February,  J 919. 

At  a  hearing  before  the  Banking  and  Currency  Committee  of  the  United 
States  Senate  on  February  19,  1919,  on  the  question  of  the  confirmation  of  the 
nomination  by  the  President  of  the  present  Comptroller  of  the  Currency, 
Senator  Weeks  read  to  the  committee  certain  resolutions  which  he  said  he 
bad  received  which  criticised  the  administration  of  the  present  incumbent  of 
the  office  and  expressed  approval  of  Mr.  Weeks's  opposition,  but  the  Senator 
refused  to  divulge  the  name  of  either  of  the  two  "  associations  "  by  which  he 
said  these  alleged  resolutions  had  been  passed,  until  he  learned  that  the  Senate 
committee  was  better  informed  on  this  point  than  he  supposed  it  to  be.  He 
then  admitted  that  the  first  resolution  which  he  had  read  was  from  the  clear- 
ing house  association  of  Lexington,  Ky. 

Attention  is  called  to  the  inclosed  copy  of  letter  addressed  by  Comptroller 
Williams  on  March  25,  1919,  to  Mr.  J.  R.  Downing  of  Lexington,  Ky..  in  reply 
to  a  letter  from  Mr.  Downing  dated  March  21,  which  throws  some  light  on 
the  origin  and  purpose  of  those  resolutions  and  of  the  similar  resolutions 
passed  by  the  clearing  house  of  the  neighboring  town  of  Winchester.  No  reply 
from  Mr.  Downing  to  the  comptroller's  letter  of  March  25  has  been  received. 

As  a  prelude  to  Senator  Weeks's  introduction  of  these  two  resolutions  he 
made  the  following  statement  to  the  Senate  committee : 

"I  have  not  had  a  communication  with  a  national  bank  as  far  as  I  can 
remember,  for  five  years — having  been  a  national  banker  and  being  on  this  com- 
mittee. I  have  had  a  great  many  communications — I  have  not  had  a  single 
word  that  I  recall  which  has  not  been  critical  of  the  comptroller." 

That  statement  was  made  by  him  deliberately,  and  the  record  shows  that 
in  making  it  he  uttered  an  untruth.  For  at  the  very  time  he  made  the  state- 
ment above  quoted  he  had  in  his  possession,  freshly  received,  a  communication 
dated  February  14,  1919,  from  the  president  of  a  leading  national  bank  in 
Lexington  (a  former  President  of  the  Kentucky  Bankers  Association),  which 
not  only  was  not  critical  of  the  Comptroller  of  the  Currency,  but  which,  written 
without  the  comptroller's  knowledge  or  solicitation,  vigorously  protested  against 
Mr.  Weeks's  opposition  to  the  nomination  and  strongly  commended,  not  in  only 
a  "single  word,"  but  at  length,  Comptroller  Williams's  administration  of  this 
office.  The  writer  of  that  letter  said  to  Mr.  Weeks,  among  other  things,  in  a 
way  which  must  necessarily  have  impressed  the  letter  upon  the  latter's  ordi- 
narily alert  memory : 

"I  notice  that  you  are  strongly  opposing  the  confirmation  of  Comptroller 
Williams  for  reappointment  on  the  ground  that  he  is  arbitrary  and  technical 
and  altogether  unsatisfactory  to  the  bankers  of  the  country.  I  wish  to  say  that 
I  have  been  employed  in  this  institution  for  upward  of  40  years.  During  that 
long  time  I  have  seen  many  comptrollers  come  and  go,  and  I  am  frank  to  say 
that  It  is  my  deliberate  judgment  that  no  more  capable  man  has  ever  occupied 
the  position,  and  it  is  my  firm  belief  that  the  national  banks  of  the  country  have 
never  been  in  more  satisfactory  condition  than  they  are  to-day. 

"He  had  Imposed  no  conditions  which  this  bank  could  not  readily  comply 
with,  and  so  far  as  I  am  concerned  the  more  nearly  my  bank  is  compelled  to 
comply  with  the  provisions  of  the  national  banking  act  the  better  I  am  pleased. 
Suppose  he  is  a  bit  technical,  which  I  do  not  admit,  isn't  it  better  to  be  so  and 
stick  close  to  the  spirit  as  well  as  the  letter  of  the  law?  In  times  past  the  len- 
iency of  the  comptroller's  office  has  enabled  men  to  take  advantage  of  the  tech- 
nicalities of  the  law  to  do  things  which  were  never  contemplated  by  the  national 
bank  act,  and  which  in  many  Instances  have  resulted  in  harm  to  their 
institutions. 

44  *  *  *  A  comptroller  who  requires  compliance  with  its  provisions,  both 
as  to  the  letter  and  spirit  of  the  act,  is  the  kind  of  comptroller  I  should  like  to 
see  there  all  the  time,  and  this  I  know  Mr.  Williams  to  be. 

44  •  *  *  I  would  like  to  say  that  I  am  a  rock-ribbed  McKinley  Republican, 
*ad  always  expect  to  be.  And,  further,  I  believe  that  the  working  out  of  our 
present  difficult  situation  will  never  be  successfully  completed  until  the  Repub- 
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licans  are  returned  to  complete  control  of  the  Government,  so  that  you  wilt 
readily  see  that  nothing  iwlitical  could  have  influenced  me  to  presume  to  write 
this  letter. 

"  I  am  aware  of  the  fact  that  all  of  the  hankers  of  this  country  do  not  agree 
with  me  in  my  estimation  of  Comptroller  Williams's  ability ;  but  being  firmly 
convinced  of  his  value  as  a  public  servant,  I  have  determined  In  this  way  to 
register  my  protest  against  the  effort  to  defeat  his  confirmation/' 

That  Mr.  Weeks,  In  view  of  this  unquestioned  record,  should,  for  the  purpose 
of  injuring  or  discrediting  the  comptroller,  have  made  that  statement  is  some- 
what surprising.  It  was  hardly  to  be  supposed  that  a  United  States  Senator 
would  allow  his  groundless  antagonism  to  one  who  had  done  him  no  wrong  to 
impel  him  to  attempt  to  deceive  his  colleagues  on  a  Senate  committee  with  an 
assertion  so  unjustifiable  and  so  false.  .    . 

A  few  minutes  after  Mr.  Weeks  had  declared  to  the  committee  that  he  did 
not  recall  "  a  single  word  which  has  not  been  critical  of  the  comptroller " 
among  the  many  letters  he  claimed  to  have  received  he  sought  to  put  into  the 
record,  anonymously,  the  resolutions  from  the  clearing  houses  of  Lexington  and 
Winchester.  After  he  discovered  that  the  comptroller  knew  of  these  resolu- 
tions, and  alter  the  comptroller  had  read  a  letter  from  the  president  of  the 
national  bank  in  Lexington  referred  to  regarding  the  letter  which  that  official 
had  written  Mr.  Weeks  remonstrating  against  his  opposition  to  the  comptroller** 
confirmation,  Mr.  Weeks  then,  and  then  only,  apologetically,  stated  to  the 
committee : 

"  Well,  Mr.  Chairman,  I  have  a  memorandum  of  Mr.  S toll's  letter  to  me, 
which,  in  justice  to  Mr.  Williams,  I  was  going  to  mention,  because  I  noted  that 
it  came  from  Lexington,  Ky." 

That  was  the  only  reference  Mr.  Weeks  made  to  the  letter  he  had  just 
received  protesting  against  his  continuing  his  opposition  and  commending 
warmly  the  work  and  administration  of  the  office  of  the  Comptroller  of  the  Cur- 
rency ;  and  as  he  closed  his  testimony  without  producing  the  letter,  the  comp- 
troller subsequently  submitted  to  the  committee  a  copy  of  that  letter  to  Mr. 
Weeks  which  the  Senator  had  so  recently  received  and  what  he  admitted  he 
had  "  noted "  as  coming  from  "Lexington"  and  which  was,  therefore,  fresh  in 
his  memory  at  the  time  he  denied  he  could  recall  a  "  single  word  "  that  was  not 
"  critical  of  the  comptroller." 

The  matter  of  a  single  letter,  of  course,  is  not  important  of  itself.  In  this 
instance,  however,  this  letter  taken  with  the  circumstances  connect ed  with  it 
has  serious  significance.  It  seems  to  prove  that  Mr.  Week's  memory  fails  to 
function  efficiently  on  points  favorable  to  Mr.  Wrilliams's  fitness  to  be  comp- 
troller, but  is  vividly  retentive  of  every  scrap  of  anonymous  suggestion  or  bit 
of  floating  fretfulness  he  can  gather  to  support  his  contention  that  the  comp- 
troller is  as  he  charged  "  temporarily  unfit."  It  suggests  that  even  he  may 
doubt  the  value  of  opinion  based  on  rejection  of  the  evidence  of  one  side  and 
inflation  of  that  on  the  other  side.  It  indicates  that  such  opinion  was  entitled 
to  little  weight  even  aided  by  the  dignity  of  a  Senatorship  from  Massachusetts 
and  can  not  command  much  respect  even  by  the  pathos  of  its  expression  as  a 
41  swan  song,"  as  the  now  ex-Senator  described  his  fervent  appeal  before  the 
Senate  committee  preceding  his  retirement  by  request  of  his  constituents. 

In  the  light  of  this  incident,  as  set  forth  in  the  official  record,  the  statement 
made  by  Mr.  Weeks  before  the  committee,  and  which  is  quoted  above,  that 
he  had  received  "a  great  many  communication*"  criticizing  the  Comptroller 
of  the  Currency,  calls  for  corroboration,  particularly  in  view  of  the  comp- 
troller's challenge  to  him  before  the  Senate  committee  to  produce  every  letter 
and  every  complaint  which  had  ever  reached  him  in  criticism  of  the  comptroller, 
and  the  late  Senator's  apparent  inability  to  produce  anything  to  show  the 
slightest  foundation  for  his  vaunting  assertions. 

As  a  matter  of  fact,  despite  his  malevolent  efforts  to  discredit  or  injure 
and  his  anxiety  to  give  to  his  protest  all  the  force  that  he  could  summon,  it 
appear  by  the  record  that  he  was  able  to  bring  before  the  committee  only  two 
letters  of  criticism — one  of  which  he  admitted  was  ananymous — from  a  man 
whose  name  he  did  not  know  and  who.  it  might  be  inferred,  was  too  cowardly 
to  communicate  with  him  directly.  The  other  letter  which  he  read  to  the 
committee  was,  he  said,  from  a  "banker,"  but  the  only  objection  that  banker 
gave  to  the  comptroller's  administration  was  based  upon  certain  recommenda- 
tions made  in  the  comptroller's  annual  report  to  the  Congress,  with  especial 
reference  to  limitations  advocated  by  the  comptroller  upon  a  national  bank's 
loans  to  its  own  officers  and  directors.    Those  two  letters,  supplemented  by  a 
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fp\v  newspaper  articles  furnished  by  a  discredited,  local  bank  official,  with 
whom  it  appears  Mr.  Weeks  was  collaborating  and  who  had  planned  a  paid-for 
propaganda  against  the  comptroller's  office,  have  furnished  largely  the  basis 
for  his  unjust  and  invidious  attack. 

The  burden  of  Mr.  Weeks's  complaint  as  explained  by  him  was  his  fear  that 
the  comptroller  might  be  influenced  by  "  enmities,"  although  in  his  testimony 
before  the  committee  on  February  20  the  Senator  frankly  said: 

••  1  do  not  make  the  positive  statement  that  you  have  been  Influenced  by 
enmities.  When  I  say  that  I  think  you  have  been  I  mean  to  say  the  impression 
that  the  banking  fraternity  has  is  that  you  have  been  influenced." 

To  give  color  to  that  theory  the  ex-Senator  referred  to  the  Klggs  Bank  case, 
but  he  was  promptly  reminded  that  the  decision  in  that  case  had  been  over- 
whelmingly in  the  comptroller's  favor.  He  then  cited  what  he  claimed  was  a 
discrimination  in  the  matter  of  "  railroad  deposits,"  but  this  suggestion  was 
promptly  refuted  by  the  Introduction  into  the  testimony  of  a  letter  from  an 
officer  of  the  very  company  he  relied  on  to  justify  his  complaint,  which  plainly 
raid  : 

"It  has  been  understood  that  large  amounts  of  deposits  of  railroad  funds 
have,  as  a  result  of  Federal  control,  been  drawn  from  other  banks  and  trust 
companies  in  New  York,  for  various  purposes  and  for  various  reasons  "  but  that 
"the  propriety  of  so  doing  has  not  been  questioned  by  the  company  or  its 
utlicers." 

Practically  the  only  further  documentary  testimony  or  evidence  of  any  kind 
with  which  Mr.  Weeks  attempted  to  support  his  case  before  the  committee  was 
an  ancient  "  Memorandum  "  irrelevant,  absurd,  and  self -contradictory,  relating 
to  the  Riggs  Bank  matter,  and  obviously  prepared  some  four  or  five  years  ago 
by  the  same  newspaper  man  whose  articles  attacking  the  Treasury  Department 
had  been  denounced  in  a  public  statement  by  Secretary  McAdoo,  on  December  4, 
1913.  as  "  full  of  falsehood  and  innuendo  and  without  the  shadow  of  possible 
justification."  "The  source  of  these  publications,"  said  Secretary  McAdoo  at  the 
lime.  *•  is  known  to  and  thoroughly  discredited  by  this  department." 

Mr.  Hogan.  Now,  Senators,  bow  far  this  propaganda  might  be 
directed  at  me  hereafter  is  utterly  immaterial  to  me  and  unim- 
portant. Hx>w  far  he  has  used  his  public  office  against  a  national 
bank  because  of  his  personal  malice  and  animosity  to  me  heretofore 
is  important.  It  is  utterly  immaterial  to  me  what  John  Skelton  Wil- 
liams might  do  or  might  try  to  do  hereafter.  It  has  been  utterly 
immaterial  to  me  what  he  tried  to  do  to  me  heretofore.  But  it  is 
of  the  gravest  consequence  that  you  shall  know  the  facts  of  the  charge 
1  am  about  to  make  now,  so  that  you  may  realize  how  we  have  always 
been  justified  when  we  said  that  this  man  prostitutes  high  public 
office  to  the  ends  of  his  hostility. 

I  never  knew  John  Skelton  Williams  personally  in  my  life.  I 
never  had  the  slightest  reason  to  have  any  personal  intercourse  or 
business  dealings  with  him.  In  January,  1914,  some  six  months  be- 
fore I  had  any  connection  of  any  kind  with  Riggs  National  Bank, 
niy  own  connection  with  that  bank  having  been  in  a  professional 
opacity  as  its  attorney,  I  was  honored  by  being  selected  as  a  member 
of  the  board  of  directors  of  the  Federal  National  Bank  in  this  city, 
*hich  had  been  organized  the  year  before,  in  1913.  I  have  ever  since 
brni  a  member  of  the  board  or  directors  of  that  bank.  Intuitively  I 
felt,  from  what  I  knew  of  this  man's  conduct  in  public  office,  that 
even  rnv  professional  connection,  merely  as  an  attorney,  with  the 
Ki£j!s  Bank  controversy,  might  make  this  man  use  his  office  against 
the  Federal  National  Bank.  And  so  I  went  to  the  president  and  to 
my  very  good  friend  the  general  counsel  of  the  Federal  National 
Bank,  in  1914,  before  the  equity  suit  was  started,  which  I  saw  was  to 
1*  inevitable,  and  suggested  that  in  fairness  to  the  bank  I  eliminate 

1250C&— 1&— pt  2 9 


158  NOMINATION  OF  JOHN  SKELTON   WILLIAMS. 

myself  from  its  directorate.  They  absolutely  refused  to  even  listen 
to"  the  suggestion. 

I  never  said  a  thing  about  John  Skelton  Williams  that  I  did  not 
say  either  on  the  public  records  or  in  public  court,  and  that  I  did 
not  say  in  my  capacity  as  an  attorney  at  law,  representing  a  client 
You  gentlemen  on  this  committee  who  are  lawyers  recognize  that 
all  decent  men,  all  intelligent  men,  know  the  distinction  between  what 
we  say  on  behalf  of  our  clients,  in  our  capacity  as  attorneys,  and 
those  things  we  may  say  personally.  But  if  I  had  said  the  things 
1  did  say  in  condemnation  of  his  conduct  personally,  and  he  had  used 
that  fact  to  wreak  his  vengeance  against  me  or  a  national  bank,  he 
would  have  been  prostituting  his  public  office,  just  as  he  used  that 
office  to  punish  another  bank  because  of  my  incumbency  upon  its 
directorate  for  what  I  said  professionally. 

The  Federal  National  Bank  has  had  a  perfectly  splendid  career. 
Every  time  the  comptroller's  bank  examiners  have  examined  it  they 
have  commended  its  management,  its  condition,  and  its  methods.  The 
bank  examiners  have  come  before,  its  board  of  directors  and  paid 
tribute  to  its  splendid  management  and  the  way  it  was  handled.  It 
is  one  of  the  best  young  national  banking  institutions  in  this  or  in 
anv  community. 

It  received  rather  meager  consideration  in  the  way  of  Government 
deposits,  although  the  Commercial  National  Bank,  of  which  Mr. 
Williams's  close  personal  friend,  Mr.  Tucker  Sands,  was  then  vice 
president,  was  receiving  very  great  consideration  in  its  Government 
deposits.  Mr.  Williams  had  control — deny  it  as  he  will — of  Eed 
Cross  deposits.  One  of  the  schemes  to  help  to  get  Red  Cross  deposits 
out  of  the  Riggs  National  Bank  was  to  get  the  Red  Cross  authorities 
to  demand  that  banks  that  had  Red  Cross  funds  should  put  up 
bonds  as  security  for  those  Red  Cross  funds.  The  Supreme  Court  of 
Kentucky  had  held  that  to  be  an  entirely  unlawful  practice,  and 
vou  Senators  will  recognize  right  away  how  unwise,  if  not  unlawful, 
it  would  be.  The  law  requires  that  Government  bonds  be  deposited 
for  public  funds,  and  all  men  are  presumed  to  know  the  law,  and  so 
the  depositors  dealing  with  the  national  banks  know  that  there  is  a 
deposit  against  public  funds. 

But  if  the  Red  Cross  of  other  institutions  did  not  have  public 
funds,  in  the  sense  of  Government  bonds,  on  deposit  in  your  bank, 
for  instance.  Senator  Newberry,  and  your  bank  took  out  of  its  assets 
bonds  to  deposit  to  secure  the  Red  Cross  deposit  alone,  the  indi- 
vidual depositor,  the  merchant,  and  the  others,  looking  at  your 
assets  and  seeing  that  you  had  those  bonds,  and  thinking  they  were 
behind  the  condition  of  your  bank,  would  be  constantly  tooled.  Yet. 
Williams  used  that  as  one  of  his  schemes  in  trying  to  geU  a*  he 
several  times  tried  to  get  unsuccessfully,  the  Government  deposits 
away.  He  recommended,  and  when  he  recommended  a  thing,  lie 
kept  out  of  it  until  the  Red  Cross  did  it,  in  addition  to  a  high  rate 
of  interest,  the  deposit  of  securities.  I  mention  that  because  I  want 
to  tell  you  what  happened,  first,  with  regard  to  the  Red  Cross; 
and,  second,  with  regard  to  Government  funds  in  connection  with  the 
Federal  Bank.  And  I  am  stating  this  as  a  charge,  and  I  am  going  to 
ask  this  committee  to  call  before  you  John  Poole,  president  of  the 
Federal  National  Bank,  to  substantiate  everv  word  of  it. 
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"John  Poole  "  is  a  name  that  is  a  household  word  in  the  District. 
He  was  throughout  the  entire  war  the  chairman  of  the  Liberty  Loan 
Committee  of  the  District  of  Columbia,  a  committee  composed  of 
five  or  six  gentlemen  only,  having,  of  course,  subcommittees.  He  was 
also  chairman  of  the  Potomac  Division  of  the  American  Red  Cross. 
By  the  consent  of  the  bank,  he  practically,  during  most  of  the  war, 
was  absent  from  his  duties  in  the  bank.  With  absolutely  tireless 
energy,  with  remarkable  executive  ability,  every  ounce  of  effort, 
mental  and  physical,  that  he  could  put  into  patriotic  work  during 
the  war,  he  put  into  that  work. 

It  Is  a  matter  of  local  pride,  Senators,  which  may  have  escaped 
the  notice  of  some  of  you,  that  this  city  of  Washington  led  the  coun- 
ti  v  in  every  one  of  the  Liberty  loans.  The  percentage  of  oversub- 
scriptions liere  was  greater  than  elsewhere.  I  think  there  is  an  ex- 
ception in  the  Victory  loan,  but  in  the  Liberty  loans.  The  State  pride 
of  a  Senator  who  heard  me  is  entitled  to  be  considered  in  connection 
with  the  Victory  loan.  I  said  the  four  Liberty  loans,  as  distinguished 
from  the  Victory  loan. 

While  Mr.  Poole  was  giving  this  tremendous  time  and  attention  to 
this  splendid  public  work,  it  was  obvious  to  him  and  to  the  directors 
of  his  bank  that  the  bank  was  not  getting  anything  like  a  fair  share 
of  consideration  in  connection  with  the  largest  line  of  deposits  in 
the  District   of  Columbia — the   Government   deposits.     Mr.   Poole 
applied  to  the  Red  Cross,  and  he  learned  there  that  John  Skelton 
Williams,  who  had  never  let  go,  as  I  understand,  as  treasurer  of  the 
Red  Cross,  had  indicated  the  Commercial  National  Bank,  a  pet  of 
hi>  since  he  went  into  office,  to  get  a  line  of  something  over  $400,000 
of  Red  Cross  deposits,  though  the  officials  of  the  Red  Cross  at  that 
time  in  charge  of  that  particular  deposit  desired  to  place  it  in  the 
Federal  National  Bank.     Either  because  they  thought  they  could 
conduct  their  own  affairs  to  some  slight  extent  the  way  they  wanted 
it,  or  because  they  overlooked  his  designation  of  the  Commercial 
Bank,  the  Red  Cross  did  deposit — I  will  not  b\>  exact  as  to  the  figures, 
l»ut  Mr.  Poole  will  give  you  the  exact  figures — around  $400,000  or 
>r>0,000  of  its  funds  in  the  Federal  National  Bank,  of  whose  board 
of  directors  I  was  a  member,  and  that  deposit  remained  there  just 
exactly  24  hours,  when  it  was  transferred,  every  penny  of  it,  out  of 
that  bank  back  to  a  trust  company  whence  it  had  come.     It  would 
have  been  too  raw  then  for  Williams  to  have  had  that  money  taken 
"lit  of  the  Federal  and  put  in  the  Commercial.     But  he  got  it  out  of 
the  Federal,  and  I  am  going  to  show  to  you  that  he  did  it  because  the 
Federal  had  the  temerity  to  have  mv  name  on  its  directorate. 

Shortly  thereafter,  it  was  well  known  in  this  community  that  the 
Emergency  Fleet  Corporation  had  millions  of  dollars  to  deposit 
here,  and  "to  distribute  in  various  banks.  Mr.  Poole  learned,  in- 
formally, that  one  of  the  depositaries  that  the  disbursing  officials 
(>f  the  Emergency  Fleet  Corporation  desired  to  make  deposit  in  was 
'he  Federal  National  Bank.  Mr.  Williams,  who  tells  you  he  has  no 
control  over  public  funds,  holds  that  control  this  way :  Since  he  has 
Wn  comptroller,  any  public  official  who  has  the  depositing  of  public 
funds  must  submit  to  him  the  bank,  or  a  list  of  the  banks,  that  he 
recommends  depositing  in,  under  the  guise  of  knowing  the  condition 
"f  the  bank.    Then,  by  a  process  of  elimination  he  can  strike  off  down 
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to  one,  or  down  to  those  he  wishes  to  favor  with  the  deposits.  Or 
he  can  strike  them  all  off  and  substitute  another.  Then  the  deposit 
is  made  in  the  bank  approved  by  the  comptroller.  And  then  that 
comptroller  comes  before  a  Senate  committee  and  asks  them  to  be- 
lieve that  he  has  nothing  to  do  with  what  bank  gets  deposits. 

So  Mr.  Poole  was  informed,  in  his  capacity  of  president  of  the 
Federal  National  Bank,  that  Mr.  Williams  had  before  him  for  con- 
sideration an  official  communication  on  the  subject  of  depositing 
Emergency  Fleet  Corporation  funds  in  the  Federal  National  Bank. 
Mr.  Poole*  as  I  say,  at  that  time  was  conspicuous  for  his  public  duty. 
His  bank  was  conspicuous  for  its  excellent  response  to  the  Govern- 
ment' demands  on  it.  So  he  went  over  to  the.  office  of  John  Skelton 
Williams,  and  he  asked  Mr.  Williams  if  his  bank  was  not  fairly 
entitled  to  and  should  not  receive  a  share  of  the  Emergency  Fleet 
Corporation  funds.    What  do  you  think  Mr.  William's  response  was? 

Who  are  your  board  of  directors? 

Mr.  Poole  started  to  state  the  board  of  directors,  and  Mr.  Williams 
touched  a  button  and  said  to  the  messenger  who  responded,  u  Bring 
in  the  last  report  of  the  Federal  National  Bank,  and  when  the 
report  of  the  Federal  National  Bank  was  brought.  Mr.  Williams,  in 
a  highly  dramatic  and  excited  manner,  put  his  finger  on  the  name  of 
Frank  «J.  Hogan  and  said : 

How  do  you  expect  to  have  me  approve  your  bank  as  a  depository  for  public 
funds  when  you  have  that  man  on  your  directorate,  a  man  as  unfriendly  to  the 
administration  as  he  is,  a  man  who  has  made  the  attacks  on  this  administra- 
tion that  he  has?    Never 

I  am  telling  you  in  substance.  Mr.  Poole  will  tell  you  the  lan- 
guage  

Never,  so  long  as  you  have  that  name  there,  will  I  knowingly  approve  your 
bank  for  a  deposit  of  any  funds  I  have  any  control  over.  What  have  you 
got  him  there  for?    How  much  stock  does  he  own? 

And  then  he  said,  either  directly  or  by  way  of  intimation,  to  Poole 
that  "  If  you  will  eliminate  him '  —  having  failed  to  drive  the  Riggs 
officials  out  of  Riggs  Bank,  he  did  not  use  this  expression,  but  here 
is  what  he  said  in  substance,  "  If  you  get  him  off  your  board,  if  he 
is  no  longer  on  your  board,  then  you  can  come  back,  and  you  will  get 
other  consideration." 

And  he  says  he  does  not  use  his  public  office  for  the  attainment  of 
his  personal  malicious  ends. 

Gentleman  of  the  committee,  when  I  saw,  as  a  director  would 
naturally  see,  that  the  Red  Cross  deposit  lasted  only  24  hours  in  that 
bank;  wnen  I  saw,  as  a  director  naturally  would  see,  that  that  bank 
was  obviously  being  discriminated  against  in  the  matter  of  public 
deposits  generally,  I  went  before  its  executive  committee.  I  tried 
to  find  out  from  Mr.  Poole  the  facts  I  have  just  narrated  to  you,  and 
he  declined  to  give  them.  He  undoubtedly  had  fear  of  this  man  in 
the  Treasury.  He  simply  would  not  talk  to  me  about  it.  I  cared 
nothing  about  myself  in  connection  with  it,  but  I  felt  that  this  bank, 
this  perfectly  splendid  institution,  was  suffering  from  this  man's 
malice  because  of  my  name  on  its  directorate.  I  had  heard  James 
Trimble  say  that  he  never  examined  a  bank  that  he  found  in  better 
condition.    I  had  heard  James  Trimble,  the  national  bank  examiner, 
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*peak  in  the  most  laudatory  terms  of  the  Federal  National  Bank 
from  every  standpoint — that  of  solvency,  management,  character  of 
loans,  and*  system.  I  had  sat  in  the  directorate  and  heard  a  national 
bank  examiner  come  before  the  board  of  directors  and  say  nothing 
that  was  not  commendatory  in  the  highest  terms  of  that  bank,  and 
I  knew  instinctively  that  there  was  only  one  way  of  accounting  for 
the  fact  that  the  bank  was  not  getting  obviously  fair  treatment  in 
the  matter  of  public  funds,  and  I  went  before  the  executive  com- 
mittee and  laicf  before  them  my  proffer  of  my  resignation.  I  was 
willing  to  stand  whatever  that  man  could  try  to  do,  so  far  as  I  was 
concerned,  but  I  was  not  willing  that  he  should  hurt  that  bank  be- 
cause I  was  on  its  directorate.  I  felt  that  there  was  no  doubt  about 
the  kind  of  malicious  mind  that  he  had  in  his  head,  and  I  knew  be- 
yond any  peradventure  of  a  question,  without  having  been  told, 
that  he  was  using  his  office,  as  1  had  once  said  he  was  prostituting 
his  office,  to  his  personal  malice.  The  executive  committee  of  that 
bank  said  that  they  would  go  out  in  a  body — yea,  one  of  them,  J.  J. 
Darlington,  said  that  he  would  first  see  the  federal  National  Bank 
liquidate,  before  he  would  stoop  to  recommend  the  acceptance  of  the 
resignation  of  a  director  because  of  the  personal  hostility  of  the 
Comptroller  of  the  Currency. 

Now,  let  me  tell  you  what  occurred.  Shortly  after  that — and  I  say 
it  without  reflection  on  the  men,  either — one  Mr.  Boiling,  I  think 
Mr.  Randolph  Boiling — and  when  I  say  "one/'  I  say  one  because 
there  are  several  of  them.  I  do  not  mean  one  the  way  we  talk  about 
*•  one  person  " — was  employed  in  the  office  of  the  disbursing  officer  of 
the  Emergency  Fleet  Corporation. 

Another  Mr.  Boiling  was  vice  president  of  the  Phoenix  National 
Bank,  in  New  York,  or  was  an  officer  of  the  Phoenix  National  Bank, 
in  Xew  York.  He  is  now  president  of  the  Commercial  National  Bank, 
in  Washington.  Mr.  Poole  had  told  Mr.  Williams  that  he  had  not 
come  to  his  office  to  discuss  the  personnel  of  the  board  of  directors, 
that  he  brought  to  his  attention  the  condition  of  the  bank  and  the 
*rvices  of  the  bank,  and  that  was  the  thing  to  be  discussed ;  and,  of 
course,  he  got  nowhere  with  that  sort  of  logical  argument.  As  I  say, 
these  Messrs.  Boiling  held  these  two  positions. 

Mr.  Poole,  as  president  of  the  Federal  National  Bank,  shortly  after 
his  talk  with  Mr.  Williams,  was  informed  by  officials  of  the  Phoenix 
National  Bank,  in  New  York,  that  if  the  Federal  Band  would  carry 
$100,000  of  deposits  for  its  owTn  account  with  the  Phoenix  National 
Bank  the  officers  of  Phoenix  National  Bank  felt  quite  confident  they 
could  assure  the  Federal  a  deposit  of  $500,000  of  the  Emergency  Fleet 
Corporation's  funds.  Think  of  that.  Within  a  few  days  after  John 
Skelton  Williams  had  refused  to  give  a  deposit  to  that  bank  came  this 
offer  that  if  we  would  deposit  $100,000  in  the  Phoenix  National  Bj\nk, 
of  which  a  Mr.  Boiling  was  vice  president,  we  would  get  $500,000  of 
the  Emergency  Fleet  Corporation's  deposits. 

Mr.  Poole  did  just  exactly  what  you  would  expect  a  man  of  his 
caliber  to  do.  He  went  to  John  Skelton  Williams  and  he  told  Mr. 
Williams  that  after  Mr.  Williams  said  because  of  my  membership 
on  the  directorate  they  could  not  get  this  deposit,  he  had  received 
this  proposition  whereby,  in  consideration  of  our  making  a  deposit 
of  $100,000,  we  would  get  the  Government  deposit.     And  within  a 
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very  few  days,  I  think  within  24  hours,  but  I  will  not  be  sure  of  that, 
after  that  fact  was  made  known  to  Mr.  Williams  the  Federal  National 
Bank  received  a  very  large  deposit  from  the  Emergency  Fleet  Cor- 
poration, with  the  request  from  an  employee  of  the  Emergency  Fleet 
Corporation  that  the  Phoenix  National  Bank's  offer  be  not  thereafter 
referred  to ;  that  it,  of  course,  was  an  offer  that  it  was  not  necessary 
to  report  to  the  comptroller;  it  was  a  matter  of  no  importance,  should 
not  have  been  made,  and  we  would  not  have  to  deposit  $100,000  in 
Mr.  Boiling's  bank  in  New  York.  And  we  got  the  Emergency  Fleet 
Corporation's  deposit  when  John  Poole  looked  that  man  [indicating 
Comptroller  Williams]  squarely  in  the  eye  and  told  him  the  proposi- 
tion that  had  been  made: 

Now,  gentlemen,  having  thus  visited  his  wrath  on  Ailes's  and 
Flathers  s  bank,  having  sought  to  destroy  the  bank  and  destroy  the 
men,  having  done  what  I  have  shown  you  he  tried  to  do  to  George 
Hill,  having  endeavored  to  circulate  besmirching  literature  regard- 
ing Senator  Weeks,  having  taken  the  same  action  with  regard  to  the 
little  savings  bank  that  Wade  Cooper  happened  to  be  head  of,  and 
having,  as  Mr.  Poole  wTill  tell  you,  out  of  his  personal  malice  and  out 
of  nothing  else  discriminated  against  and  been  guilty  of  the  conduct 
I  have  narrated  with  respect  to  the  Federal  National  Bank  in  order 
to  vent  his  malicious  disposition  toward  Frank  J.  Hogan,  who  had 
been  attorney  for  the  Riggs  Bank,  John  Skelton  Williams  comes  be- 
fore you  and  says  that  throughout  his  administration  as  comptroller 
he  has  been  actuated  by  a  high  and  lofty  ideal  to  enforce  the  law, 
observe  the  regulations,  and  to  be  impartial  in  all  things,  and  he  asks 
men  who  have  been  so  conspicuous  for  their  intellectual  ability  in 
the  communities  that  they  represent  that  they  have  been  chosen  by 
the  people  to  the  high  station  of  United  States  Senator  to  embalm 
their  intelligences  in  chloroform  long  enough  to  believe  that  state- 
ment. 

(The  affidavit  of  W.  Morris  Hammond,  referred  to  by  Mr.  Ho- 
gan, is  as  follows:) 

The  Chairman.  Mr.  Darlington,  we  will  hear  you  now. 

Comptroller  Williams.  Mr.  Chairman,  before  the  next  witness 
comes  on,  may  I  make  one  brief  statement  in  connection  with  the 
gross  and  malicious  distortion  of  facts  by  the  last  witness?  I  de- 
nounce it  as  utterly  untrue. 

The  Chairman.  You  will  have  an  opportunity  to  reply.  I  have 
no  objection,  if  the  committee  has  none,  to  your  making  a  statement. 
But  it  is  for  the  committee  to  say.  Of  course,  the  orderly  procedure 
would  be  to  go  on  with  those  who  are  opposed  to  this  nomination  and 
complete  their  testimony. 

Senator  Henderson.  I  have  no  objection.  Of  course,  Mr.  Wil- 
liams will  be  granted  full  time  to  make  any  reply  that  he  has  to 
make. 

The  Chairman.  Certainly.  When  the  time  to  reply  comes  he  will 
have  ample  opportunity. 

Senator  Keyes.  With  that  understanding,  I  think  we  had  better 
proceed  in  the  regular  way. 

Senator  Henderson.  The  testimony  of  Mr.  Hogan  will  be  sup- 
plied to  Mr.  Williams. 

The  Chairman.  I  think  we  will  save  time  by  conducting  the  hear- 
ing in  the  usual  course. 
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STATEMENT  OF  MB.  J.  J.  DABUNGTON,  OF  WASHINGTON,  D.  C. 

The  Chairman.  Mr.  Darlington,  you  have  heard  Mr.  Hogan's 
testimony  ? 

Mr.  Darlington.  Yes,  sir. 

The  Chairman.  In  so  far  as  your  testimony  would  be  cumulative, 
vou  may  indicate  that,  and  that  will  save  the  time  of  the  committee. 
The  committee  would  like  to  hear  any  incidents  that  Mr.  Hogan 
has  not  called  to  the  attention  of  the  committee  in  relation  to  this 
matter. 

Senator  Henderson.  Mr.  Chairman,  I  suggest  that  the  witness  give 
his  full  name  and  his  business  connections. 

Mr.  Darlington.  My  name  is  Joseph  J.  Darlington.  I  am  a 
member  of  the  bar,  and  have  been  for  some  forty-odd  years. 

Senator  Henderson.  In  Washington? 

Mr.  Darlington.  In  Washington;  yes,  sir.  I  had  no  connection 
with  the  equity  suit.  I  was  Mr.  Glover's  personal  counsel  in  the 
criminal  proceedings.  I  am  not  a  criminal  lawyer,  and  never  tried 
a  criminal  case,  but  I  advised  in  that  case. 

My  only  transactions  with  Mr.  Williams  were  in  connection  with 
the  effort  to  have  the  charter  of  the  Biggs  Bank  extended.  I  want  to 
say  that  I  was  treated  throughout  that  matter  with  courtesy  by  Mr. 
Williams  and  Mr.  McAdoo.  I  have  no  personal  grievance  or  animos- 
ity. I  have  not  talked  with  the  Kiggs  National  Bank  about  their 
troubles  since  shortly  after  they  were  settled  in  1916,  except  after 
receiving  the  request  of  the  chairman  to  be  here,  I  went  to  the 
cashier  and  had  him  show  me  some  records  to  refresh  my  recollection. 

Mv  first  interview  with  Mr.  Williams  was  the  25th  of  March,  1916. 
Mr.  ti.  E.  Jeffries,  a  director  of  the  Biggs  National  Bank,  also  one 
of  the  general  counsel  for  the  Southern  Railway  Co.,  informed  me 
that  a  very  prominent  public  official,  whose  name  I  will  give  if  I 
have  to,  but  which  I  would  rather  not  give,  had  agreed  to  act  as  a, 
mediator  between  the  bank  and  the  comptroller,  a  Cabinet  officer,  to 
see  if  they  could  adjust  their  differences.  He,  Mr.  Jeffries,  believed 
that  this  gentleman  would  be  able  to  secure  the  dismissal  of  the 
criminal  charges,  and  asked  me  to  accompany  him  to  this  gentleman's 
office,  and  I  did  so. 

When  I  reached  the  office  I  was  shown  into  the  anteroom.  I  might 
just  as  well  state  the  name.  It  was  Mr.  Burleson.  I  was  informed 
that  the  Postmaster  General  and  Mr.  Williams  were  in  conference* 
and  if  I  would  wait  a  few  moments  he  would  see  me.  At  the  end  of 
some  10  or  15  minutes  Mr.  Jeffries  and  myself  were  invited  into  the 
inner  office  of  the  Postmaster  General,  and  found  Mr.  Williams 
there.  Mr.  Jeffries  made  an  appeal  to  the  Postmaster  General  that 
a  man  of  Mr.  Glover's  standing  and  career  ought  not  to  be  subjected 
to  the  humiliation  of  standing  in  the  criminal  dock  in  a  case  that 
everybody  knew  had  no  merit  in  it,  and  addressed  him  rather 
earnestly  on  that  subject.  He  was  told  that  the  Attorney  General 
held  the  theory  that  every  indictment  should  be  tried  by  a  jury,  and 
would  not  interfere. 

I  then  said  to  Mr.  Burleson  that  the  only  thing  I  was  concerned 
in  was  an  early  trial,  that  the  comptroller  had  been  quoted  in  the 
newspapers,  without  denial,  with  having  said  that  he  would  renew 
the  charter  of  the  Riggs  National  Bank  provided  its  officers  were 
men  of  good  character,  and  they  were  then  under  indictment.    The 
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Postmaster  General  called  up  the  Attorney  General  while  I  was 
there  over  the  phone  and  said  to  ine,  with  a  smile,  "  The  Attorney 
General  savs  that  men  under  indictment  for  crime  will  have  no 
difficulty  in  getting  trials  if  they  want  them/'  I  then  told  him  that 
I  had  record  evidence  that  we  had  been  for  months  endeavoring  to 
secure  an  early  trial  through  the  district  attorney's  office,  and  had 
failed,  and  I  again  said  that  the  only  thing  I  desired  was  his  good 
offices  in  getting  an  early  trial,  if  he  could  help  us  about  it. 

He  then  took  up  the  matter  of  the  charter,  which  had  not  been 
mentioned  by  either  Mr.  Jeffries  or  myself,  and  he  said  that  he 
would  be  glad  to  render  his  good  offices  in  securing  the  charter,  and 
lie  was  about  to  make  a  suggestion  to  me  as  the  counsel  for  Mr. 
Glover,  the  president,  not  to  be  considered  as  a  proposition  from  the 
comptroller  or  from  himself — this  was  Saturday — but  that  if  I 
would  bring  him  on  Monday  a  written  statement  that  the  bank  would 
accept  the  charter  on  certain  conditions  he  outlined,  he  and  the 
comptroller  would  then  take  the  matter  up  and  see  if  the  charter 
could  not  be  granted.  I  may  not  state  those  conditions  in  the  order 
in  which  they  were  given,  but  they  were,  first,  we  should  file  in  the 
■equity  suit  a  withdrawal  of  all  charges  of  collusion  or  misconduct 
or  conspiracy  on  the  part  of  the  comptroller  or  of  the  Secretary  of 
the  Treasury,  and  should  add  to  this  withdrawal  the  fact  that  the 
charges  were  without  foundation. 

Secondly,  that  the  bank  should  forward  a  copy  of  this  retraction 
to  every  bank,  every  banking  official,  and  every  other  person  to 
whom  they  had  either  sent  copies  of  the  charges  or  sent  the  sub- 
stance of  them. 

Thirdly,  that  Messrs.  Ailes,  Flather,  and  Glover  should  resign 
from  the  directorate  and  from  all  official  connection  with  the  bank; 
that  I  would,  within  48  hours,  bring  a  written  agreement  to  accept 
those  terms,  and  then  they  would  advise  us  what  would  be  done. 

I  laid  the  matter  before  the  board  and  the  terms  were  unani- 
mously rejected. 

Senator  Henderson.  How  long  was  it  before  the  charter  would 
expire  ? 

Mr.  Darlington.  This  was  March  25,  and  the  charter  expired 
June  27.  The  equity  suit  was  then  pending.  Judge  McCoy  had 
not  decided  the  preliminary  motion. 

The  Chairman.  Do  I  understand  the  indictment  had  been  found 
when  this  proposition  was  made  ? 

Mr.  Darlington.  Oh,  yes. 

The  Chairman.  I  understood  from  Mr.  Hogan  that  the  indictment 
had  not  been  found  at  that  time. 

Mr.  Darlington.  Mr.  Hogan  referred  to  the  conversation  between 
himself  and  Mr.  Untermyer. 

The  Chairman.  That  was  it,  was  it?  The  indictment  had  been 
found  ? 

Mr.  Darlington.  Yes,  sir. 

The  Chairman.  Who  was  present  in  the  bank  at  the  time  you  had 
this  consultation  ? 

Mr.  Darlington.  It  occurred  not  at  the  bank,  but  at  the  Post- 
master General's  office.  The  persons  present  were  the  Postmaster, 
Mr.  Williams,  and  Mr.  L.  E.  Jeffries,  and  myself. 

The  Chairman.  Mr.  Williams  was  present? 

Mr.  Darlington.  Yes,  sir. 


NOMINATION  OF   JOHN   SKELTON   WILLIAMS.  165 

The  Chairman.  And  the  Postmaster  General  said  he  made  this 
proposition  without  authority  from  Mr.  Williams? 

Air.  Darlington.  Oh,  yes. 

The  Chairman.  And  Mr.  Williams  was  present? 

Mr.  Darlington.  Yes,  sir.  It  was  not  to  be  regarded  as  a  proposi- 
tion either  from  himself  or  Mr.  Williams,  but  if  the  bank  would 
signify  its  willingness  to  accept  these  terms,  then  they  would  con- 
sider whether  thev  would  grant  them  or  not.  Mr.  Williams  took 
very  little  part  in  the  conversation;  he  volunteered  one  or  two  re- 
marks, and  was  interrupted  by  Mr.  Burleson's  statement  that  he  was 
lo  be  spokesman  at  the  meeting,  after  which  he  had  very  little  to  say 
ataut  it.  On  leaving  the  building,  Mr.  Williams  and  I  walked  down 
the  street  together.  He  said  to  me  that  he  wanted  to  assure  me 
that  he  had  no  hostility  toward  the  bank,  no  desire  to  injure  it;  that 
if  the  bank  would  retire  these  objectionable  officers  and  appoint  men 
who  were  unobjectionable,  he  would  issue  a  statement  that  the  bank 
was  solvent:  confidence  would  be  restored  and  the  bank  would  go  on 
in  a  prosperous  condition. 

The  Chairman.  He  made  that  proposition  personally  to  you,  it 
seems? 

Mr.  Darlington.  That  much  of  it.  He  said  nothing  about  the  dis- 
missal of  the  suit. 

The  Chairman.  That  is  a  prety  large  portion  of  it. 

Mr.  Darlington.  I  said  to  him,  "  Mr.  Williams,  at  the  time  this 
suit  was  filed  and  the  public  was  first  advised  of  your  controversy 
with  the  bank,  it  had  eight  millions  of  dollars  deposits.  Now,  in  11 
months  since  that  time  it  has  twelve  millions  of  dollars  deposits. 
Do  you  think  it  needs  anything  to  restore  confidence  on  the  part  of 
your  office  ? 

He  said  that  he  had  his  own  ideas  about  the  nature  or  character  of 
that  increase  in  deposits. 

I  want  to  say  that  to-day  the  bank  has  over  $25,000,000  of  deposits. 

That  terminated  anything  like  activity  in  the  matter  of  the  char- 
ter for  the  time  being.  The  indictments  were  still  pending,  untried. 
That  was  followed  by  going  into  court  with  a  motion  and  affidavits 
showing  that  we  were  being  told  that  the  charter  would  not  be  re- 
newed while  charges  were  resting  against  these  gentlemen  and  that 
the  charter  would  expire  in  June,  and  we  finally  had  the  court  to  set 
<lown  the  trial  in  May. 

The  trial  lasted  between  two  and  three  weeks,  if  I  remember  cor- 
rectlv 

Senator  Newberry.  Mr.  Darlington,  mav  I  interrupt  you  to  ask 
you  in  what  manner  you  conveyed  to  the  Postmaster  General  or  to 
Mr.  Williams  the  decision  of  the  board  of  directors  in  regard  to  the 
proposition?  Was  it  in  writing  or  in  person,  and  if  so,  what  was  the 
conversation? 

Mr.  Darlixgton.  T  wrote  him  a  letter  stating  that  the  suggestion 
*as  declined,  but  that  I  had  been  directed  by  the  directors  to  assure 
the  Postmaster  General  that  the  bank  appreciated  his  good  offices  in 
the  matter.  We  thought  they  were  simply  good  offices.  Imme- 
diately after  the  acquittal  of  these  gentlemen  the  formal  applica- 
tion for  the  new  charter  was  made,  about  the  22d  or  23d  of  May, 
as  I  recall.  We  heard  nothing  from  it  except  that  the  bank  ex- 
aminers came  over  to  make  examinations.     We  were  informed  that 
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Postmaster  General  called  up  the  Attorney  General  while  I  was 
there  over  the  phone  and  said  to  me,  with  a  smile,  fct  The  Attorney 
(ieneral  says  that  men  under  indictment  for  crime  will  have  no 
difficulty  in  getting  trials  if  they  want  them."  I  then  told  him  that 
I  had  record  evidence  that  we  had  been  for  months  endeavoring  to 
secure  an  early  trial  through  the  district  attorney's  office,  and  had 
failed,  and  I  again  said  that  the  only  thing  I  desired  was  his  good 
offices  in  getting  an  early  trial,  if  he  could  help  us  about  it. 

He  then  took  up  the  matter  of  the  charter,  which  had  not  been 
mentioned  by  either  Mr.  Jeffries  or  myself,  and  he  said  that  he 
would  be  glaii  to  render  his  good  offices  in  securing  the  charter,  and 
lie  was  about  to  make  a  suggestion  to  me  as  the  counsel  for  Mr. 
Glover,  the  president,  not  to  be  considered  as  a  proposition  from  the 
comptroller  or  from  himself — this  was  Saturday — but  that  if  I 
would  bring  him  on  Monday  a  written  statement  that  the  bank  would 
accept  the  charter  on  certain  conditions  he  outlined,  he  and  the 
comptroller  would  then  take  the  matter  up  and  see  if  the  charter 
could  not  be  granted.  I  may  not  state  those  conditions  in  the  order 
in  which  they  were  given,  but  they  were,  first,  we  should  file  in  the 
equity  suit  a  withdrawal  of  all  charges  of  collusion  or  misconduct 
or  conspiracy  on  the  part  of  the  comptroller  or  of  the  Secretary  of 
the  Treasury,  and  should  add  to  this  withdrawal  the  fact  that  the 
charges  were  without  foundation. 

Secondly,  that  the  bank  should  forward  a  copy  of  this  retraction 
to  every  bank,  every  banking  official,  and  every  other  person  to 
whom  they  had  either  sent  copies  of  the  charges  or  sent  the  sub- 
stance of  them. 

Thirdly,  that  Messrs.  Ailes,  Flather,  and  Glover  should  resign 
from  the  directorate  and  from  all  official  connection  with  the  bank; 
that  I  would,  within  48  hours,  bring  a  written  agreement  to  accept 
those  terms,  and  then  they  would  advise  us  what  would  be  done. 

I  laid  the  matter  before  the  board  and  the  terms  were  unani- 
mously rejected. 

Senator  Henderson.  How  long  was  it  before  the  charter  would 
expire  ? 

Mr.  Darlington.  This  was  March  25,  and  the  charter  expired 
June  27.  The  equity  suit  was  then  pending.  Judge  McCoy  had 
not  decided  the  preliminary  motion. 

The  Chairman.  Do  I  understand  the  indictment  had  been  found 
when  this  proposition  was  made? 

Mr.  Darlington.  Oh,  yes. 

The  Chairman.  I  understood  from  Mr.  Hogan  that  the  indictment 
had  not  been  found  at  that  time. 

Mr.  Darlington.  Mr.  Hogan  referred  to  the  conversation  between 
himself  and  Mr.  Untermyer. 

The  Chairman.  That  was  it,  was  it?  The  indictment  had  been 
found  ? 

Mr.  Darlington.  Yes,  sir. 

The  Chairman.  Who  was  present  in  the  bank  at  the  time  you  had 
this  consultation  ? 

Mr.  Darlington.  It  occurred  not  at  the  bank,  but  at  the  Post- 
master General's  office.  The  persons  present  were  the  Postmaster, 
Mr.  Williams,  and  Mr.  L.  E.  Jeffries,  and  myself. 

The  Chairman.  Mr.  Williams  was  present? 

Mr.  Darlington.  Yes,  sir. 
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The  Chairman.  And  the  Postmaster  Genera]  said  he  made  this 
proposition  without  authority  from  Mr.  Williams? 

Mr.  Darlington.  Oh,  yes. 

The  Chairman.  And  Mr.  Williams  was  present  ? 

Mr.  Darlington.  Yes,  sir.  It  was  not  to  be  regarded  as  a  proposi- 
tion either  from  himself  or  Mr.  Williams,  but  if  the  bank  would 
signify  its  willingness  to  accept  these  terms,  then  they  would  con- 
sider whether  they  would  grant  them  or  not.  Mr.  Williams  took 
very  little  part  in  the  conversation ;  he  volunteered  one  or  two  re- 
marks, and  was  interrupted  by  Mr.  Burleson's  statement  that  he  was 
Co  be  spokesman  at  the  meeting,  after  which  he  had  very  little  to  say 
about  it.  On  leaving  the  building,  Mr.  Williams  and  I  walked  down 
the  street  together.  He  said  to  me  that  he  wanted  to  assure  me 
that  he  had  no  hostility  toward  the  bank,  no  desire  to  injure  it;  that 
if  the  bank  would  retire  these  objectionable  officers  and  appoint  men 
who  were  unobjectionable,  he  would  issue  a  statement  that  the  bank 
was  solvent:  confidence  would  be  restored  and  the  bank  would  go  on 
in  a  prosperous  condition. 

The  Chairman.  He  made  that  proposition  personally  to  you,  it 
seems? 

Mr.  Darlington.  That  much  of  it.  He  said  nothing  about  the  dis- 
missal of  the  suit. 

The  Chairman.  That  is  a  prety  large  portion  of  it. 

Mr.  Darlington.  I  said  to  him,  "  Mr.  Williams,  at  the  time  this 
suit  was  filed  and  the  public  was  first  advised  of  your  controversy 
with  the  bank,  it  had  eight  millions  of  dollars  deposits.  Now,  in  11 
months  since  that  time  it  has  twelve  millions  of  dollars  deposits. 
Do  you  think  it  needs  anything  to  restore  confidence  on  the  part  of 
vour  office? 

He  said  that  he  had  his  own  ideas  about  the  nature  or  character  of 
that  increase  in  deposits. 

I  want  to  say  that  to-day  the  bank  has  over  $25,000,000  of  deposits. 

That  terminated  anything  like  activity  in  the  matter  of  the  char- 
ter for  the  time  being.  The  indictments  were  still  pending,  untried. 
That  was  followed  by  going  into  court  with  a  motion  and  affidavits 
showing  that  we  were  being  told  that  the  charter  would  not  be  re- 
newed while  charges  were  resting  against  these  gentlemen  and  that 
the  charter  would  expire  in  June,  and  we  finally  had  the  court  to  set 
down  the  trial  in  May. 

The  trial  lasted  between  two  and  three  weeks,  if  I  remember  cor- 
rectly  

Senator  Newberry.  Mr.  Darlington,  may  I  interrupt  you  to  ask 
vou  in  what  manner  vou  conveyed  to  the  Postmaster  General  or  to 
Mr.  Williams  the  decision  of  the  board  of  directors  in  regard  to  the 
proposition?  Was  it  in  writing  or  in  person,  and  if  so,  what  was  the 
conversation  ? 

Mr.  Darlington.  T  wrote  him  a  letter  stating  that  the  suggestion 
was  declined,  but  that  I  had  been  directed  by  the  directors  to  assure 
the  Postmaster  General  that  the  bank  appreciated  his  good  offices  in 
the  matter.  We  thought  they  were  simply  good  offices.  Imme- 
diately after  the  acquittal  of  these  gentlemen  the  formal  applica- 
tion for  the  new  charter  was  made,  about  the  22d  or  23d  of  May, 
as  I  recall.  We  heard  nothing  from  it  except  that  the  bank  ex- 
aminers came  over  to  make  examinations.     We  were  informed  that 
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the  comptroller  held  that  he  could  not  renew  the  charter  without  such 
an  examination,  although  the  bank  had  been  in  the  hands  of  the 
comptroller  and  his  officials  daily  for  more  than  a  year,  and  we 
thought  he  knew  all  about  the  bank. 

Neither  I  nor,  so  far  as  I  know,  the  officers  of  the  bank  had  any 
further  communication  direct  with  Mr.  Williams  on  the  subject,  but 
quite  a  number  of  public  men,  including  a  number  of  Senators,  be- 
came interested  in  the  matter  and  endeavored  to  see  whether  that 
charter  could  not  be  granted.  I  received  notice  early  in  June  that 
through  one  of  these  instrumentalities  an  arrangement  had  been  made 
with  Mr.  Untermyer,  counsel  for  the  comptroller,  that  if  I  would  go 
to  see  him  in  New  York  the  matter  might  be  arranged.  One  Senator 
very  obligingly  offered  to  go  with  me.  He  was  going  anyhow,  and 
he  offered  to  go  with  me  to  see  Mr.  Untermyer,  and  we  met  Mr.  ITn- 
termver  in  his  office. 

He  said  that  the  charter  could  be  arranged  on  certain  conditions. 
That  was  after  the  acquittal.  One  of  the  conditions  was  this  same 
provision  that  the  suit  should  be  withdrawn  and  the  charges  of  mis- 
conduct retracted.  Secondly,  that  Mr.  Ailes,  who  had  not  been  in- 
dicted, and  Mr.  Flather,  the  vice  president,  should  be  retired;  that 
in  view  of  Mr.  Glover's  age  and  the  position  he  had  held  in  the  com- 
munity they  were  disposed  to  be  rather  lenient  with  him.  He  would 
not  be  required  to  withdraw  absolutely  from  the  bank..  He  could 
resign  from  the  presidency  on  the  score  of  his  age  and  be  made  chair- 
man of  the  board  of  directors  with  the  understanding  that  he  would 
also  retire  from  that  position  within  12  months. 

I  told  Mr.  Untermver  that  those  conditions  could  not  be  assented 
to  for  several  reasons.  Among  others,  I  told  him  that  Mr.  Flather 
had  already  suffered  to  an  extent  through  this  prosecution  which 
would  render  the  board  of  directors  and  the  stockholders  unwilling 
to  inflict  anv  humiliation  on  him.  His  wife  had  been  in  a  delicate 
state  of  health  from  the  time  the  indictments  were  brought,  and  she 
died  before  they  were  tried,  her  death  being  brought  about  in  large 
measure  by  the  strain,  and  that  not  a  man  on  that  board  would  vote 
to  humiliate  Flather  any  further. 

He  said  he  was  sorry.  I  then  said  to  him,  "  Mr.  Untermyer,  we 
have  obtained  a  State  charter  in  anticipation  of  the  refusal  of  this 
charter.  There  are  branches  of  business  in  which  a  State  charter 
could  be  used.  I  think  I  can  undertake  to  say  that  the  board  would  be 
willing  to  make  Mr.  Flather  president  of  the  State  Bank  and  to  that 
extent  comply  with  your  wishes  to  withdraw  him  from  the  board." 

He  said  that  would  not  be  satisfactory,  and  the  retirement  of  these 
men  was  absolutely  essential. 

That  matter  ended  there. 

Mr.  Cornell,  if  I  remember  the  name  correctly,  a  lawyer  in  West 
Virginia,  had  obtained  the  State  charter  for  us.  Some  time  after  that 
he  came  to  Washington.  He  was  a  candidate  for  the  governorship 
on  the  Democratic  side.  He  went  to  see  Mr.  McAdoo,  so  he  told  me, 
and  told  him  that  everywhere  he  went  in  his  campaign  he  was  met  by 
this  Biggs  trouble:  that  unless  the  administration  wanted  him  de- 
feated, something  must  be  done  about  that  matter. 

He  reported  to  me,  or  to  the  bank,  and  I  got  it  through  the  bank, 
that  Mr.  McAdoo  would  see  me  on  a  certain  designated  date. 

I  went  to  see  Mr.  McAdoo  and  we  talked  the  matter  over.  He 
stated  the  comptroller's  objection  to  these  three  men.    I  repeated  to 
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him  what  I  had  said  to  Mr.  Untermeyer,  that  by  way  of  a  compromise 
we  might  organize  a  State  bank  and  put  Mr.  Flather  there.  He  said 
that  the  Treasury  Department  would  not  tolerate  any  more  national 
banks  with  ancillary  State  banks,  but,  on  the  contrary,  as  soon  as  they 
could  get  to  it,  they  were  going  to  abolish  those  that  were  established. 
They  were  going  to  abolish  the  charter  of  the  City  Bank  of  New  York 
or  require  the  utter  dissolution  of  all  relations  between  the  bank  and 
the  National  City  company. 

The  meeting  was  ended  with  nothing  very  definite  settled,  except 
that  I  would  go  back  in  a  couple  of  days  and  he  would  confer  with 
the  comptroller  and  let  me  know  what  could  be  done. 

At  the  time  designated,  one  or  two  days  later,  I  came  and  found  the 
Secretary  and  Mr.  Burleson  present.  They  had  prepared  two  let- 
ters— I  do  not  know  who  prepared  them,  but  they  had  two  letters — 
one  to  be  signed  by  the  officers  of  the  bank  and  the  other  to  be  signed 
by  the  board  of  directors.  They  were  very  similar  to  the  two  letters 
found  in  the  letter  of  Mr.  Williams  of  June  21  accompanying  the 
agreement  about  the  charter,  but  containing  much  harsher,  much  more 
abject,  groveling  terms  on  the  part  of  the  men  who  were  required  to 
sign. 

I  said  they  could  not  be  signed  in  that  form;  that  I  could  not  rec- 
ommend their  signing  them ;  that  there  was  not  a  man  on  the  board 
who  would  sign  them  in  the  terms  in  which  they  were  expressed. 

Mr.  Burleson  asked  me  to  designate  those  that  I  would  submit.  I 
am  sorry  I  can  not  recall  them,  but  if  the  papers  and  records  have 
been  preserved  and  are  available,  they  will  be  found  to  contain,  in 
my  handwriting,  the  elision  of  certain  clauses. 

Mr.  Burleson  suggested  to _me  that  I  was  supersensitive ;  that  these 
things  were  mere  business  matters,  which  involved  no  personal  degra- 
dation or  humiliation.  When  I  would  not  yield  he  would  turn  to 
Mr.  McAdoo  and  say,  "It  is  not  very  important;  let  us  strike  this 
out."  And  the  result  was  the  two  letters  which  now  appear  in  the 
letter  of  Mr.  Williams  of  June  21  to  the  bank.  I  suppose  you  gentle- 
men have  those  and  know  what  they  are.    I  have  a  copy  of  them 

Senator  Henderson.  It  is  on  page  309, 1  think,  in  the  record.  The 
agreement  of  June  21  is  signed  by  all  the  officers  and  directors  of  the 
Riggs  National  Bank. 

Mr.  Darlington.  Yes.  I  tried  very  hard  to  have  the  condition 
withdrawn  that  the  equity  suit  should  be  dismissed  I  said  to  Mr. 
McAdoo,  "  There  is  no  desire  to  continue  the  existing  hostilities  with 
the  comptroller."  If  we  signed  that  letter  and  agreed  to  be  bound 
by  the  powers  claimed  by  the  comptroller,  we  had  no  guaranty  that 
the  same  excessive  demands  would  not  be  repeated.  I  said  further, 
''The  comptroller's  powers  are  purely  judicial  questions.  They  are 
not  questions  that  ought  to  be,  and  ought  not  to  be  expected  to  be, 
settled  by  the  executive  department  or  by  the  comptroller;  they  ought 
to  go  to  court  and  be  settled  " ;  that  I  could  not  comprehend  how  any 
public  officer,  the  extent  of  whose  powers  under  the  statute  was  the 
subject  of  fair  dispute,  would  do  otherwise  than  welcome  their  deter- 
mination by  the  courts,  because,  if  the  court  sustained  his  powers, 
everybody  would  concede  them ;  and  if  the  court  did  not  sustain  them 
he  should  not  desire  to  exercise  them. 

I  was  told  that  the  comptroller  was  immovable  on  that  proposition ; 
that  he  would  not  grant  a  charter  or  extend  a  charter  for  any  bank 
which  was  denying  his  powers  and  defying  his  authority. 
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Those  letters  were  signed  by  the  officers  and  board  of  directors 
after  considerable  discussion  and  much  reluctance.  I  am  afraid  I  am 
responsible  for  their  signing  them. 

Senator  Henderson.  You  did  not  do  any  more  in  one  respect  than 
you  would  have  had  to  do,  whether  you  signed  them  or  not  ? 

Mr.  Darlington.  How  is  that,  sir? 

Senator  Henderson.  You  would  have  to  obey  the  law,  whether 
you  signed  it  or  not. 

Mr.  Darlington.  Yes;  but  those  letters  required  the  bank  to  accept 
as  a  proper  interpretation  of  the  statute  creating  the  comptroller  s 
powers  the  powers  which  he  claimed  and  which  Judge  McCoy  had, 
obiter  dicta,  claimed  he  had  in  that  interlocutory  opinion  of  his. 

I  advised  the  board  that  I  thought  they  ought  to  sign  it,  because 
the  bank  did  not  belong  to  them ;  that  they  wTere  mere  trustees  of  the 
stockholders ;  that  the  book  value  of  the  stock  was  $300  and  its  mar- 
ket value  between  $500  and  $600;  and  I  thought  it  their  duty  to 
protect  the  interests  of  the  stockholders,  even  at  the  expense  of  some 
sacrifice  of  their  own  feelings.    And  they  did  sign  the  letters. 

I  reported  back  to  Mr.  Williams.  I  never  saw  Mr.  McAdoo  or 
Mr.  Burleson  again  in  the  matter.  Mr.  Williams  then  told  me  that 
he  could  not  grant  the  application  as  it  stood,  for  two  reasons :  First, 
the  secretary  of  the  meeting  of  the  stockholders  who  certified  to  the 
resolution  had  not  affixed  a  10-cent  internal  revenue  stamp  to  it. 
I  said  to  him  that  that  stamp,  as  we  lawyers  understood  it,  applied 
only  to  certification  by  public  officers,  clerks  of  courts,  and  notaries 
public,  and  not  to  a  man  w-ho  was  called  to  act  as  secretary  of  a 
stockholders7  meeting,  and  that,  anyhow,  we  would  waive  the  point 
and  give  him  the  stamp.  He  said  the  stamp  was  required  and  the 
stamp  should  accompany  the  certificate  and  not  be  affixed  afterwards. 

But,  independently  of  that,  there  was  another  objection,  that  he 
had  authority  only  to  grant  a  20-year  extension,  and  the  bank  was 
asking  for  an  extension  of  20  years  and  a  day ;  that  the  charter  had 
been  granted  on  the  27th  day  of  December,  1896,  to  expire  at  the  end 
of  20  years,  and  that  20  years  would  expire  on  the  26th  of  June.  I 
referred  to  him  the  decision  of  the  Supreme  Court  of  the  United 
States  in  certain  cases  holding  that  when  time  is  reckoned  from  a  date 
the  date  itself  is  excluded  in  the  computation.  He  said  to  me  that  the 
ruling  of  his  office  since  its  organization  had  been  to  the  contrary, 
and  he  could  not  depart  from  the  rule. 

I  then  told  him  that  the  people  were  scattered ;  it  was  summer  time; 
it  was  very  difficult  to  get  a  meeting  again,  and  I  asked  him  if  he 
would  not  issue  a  charter  from  the  26th,  and  we  would  accept  it. 
He  said  he  could  not  act  upon  any  application  except  the  one  before 
him ;  that  it  would  have  to  be  amended ;  but  he  did  concede  that  he 
would  proceed  in  the  matter  as  though  the  amendments  were  made, 
the  charter  not  to  be  granted  until  the  amendments  were  made. 

A  meeting  was  held.  Proxies  were  gotten;  the  men  were  tele- 
graphed for  to  different  parts  of  the  country,  and  two  revenue  stamps 
were  sent  over,  one  stamp  canceled  by  the  clerk  or  secretary  writing 
his  initials  and  the  date  thereon,  and  the  other  uncanceled,  because  the 
bank  did  not  know  which  form  might  be  required  and  we  had  no 
time  to  make  experiments. 

Two  days  after  the  charter  was  granted  both  those  stamps  were 
returned  to  the  bank  by  the  deputy  comptroller  with  the  statement 
that  they  were  not  required. 
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The  charter  was*  issued.  Mr.  Williams  asked  me  whether  the  suit 
had  been  dismissed.  I  said  it  had  not  been  and  could  not  be  until 
the  charter  was  granted.  He  said  he  would  accept  my  assurance 
that  it  would  be  dismissed,  and  he  asked  me  to  send  him  a  written 
statement  when  it  was  dismissed,  and  that  was  duly  done.  There 
was  no  understanding  or  anticipation  on  the  part  of  the  bank  that 
the  suit  would  not  terminate  with  the  granting  of  the  charter. 

I  did  not  know  until  I  was  summoned  to  receive  the  comptroller's 
decision  to  extend  the  charter  that  it  was  to  be  accompanied  by  a 
statement  arraigning  the  board  and  repeating  all  the  charges  that  had 
ever  been  made  against  them.  That  letter,  among  other  things, 
charges  the  bank  with  having  made  investments  in  stock.  There 
never  had  been  an  investment  made  in  stocks  by  the  bank  since  its 
creation.  There  was  just  this  ground  for  that,  that  when  the  partner- 
ship firm,  the  banking  firm  of  Riggs  &  Co.,  took  out  a  charter,  they 
inherited  from  the  old  concern  some  stocks,  and  some  of  those  stock§ 
were  of  very  slow  liquidation ;  it  took  a  long  time  to  get  rid  of  them. 

That,  gentlemen,  I  think,  is  about  all  that  I  know  about  this  case. 

Senator  Henderson.  Do  you  remember  when  the  criminal  indict- 
ments were  found  ? 

Mr.  Darlington.  It  was  the  last  summer  or  early  fall,  as  I  recall,  of 
the  year  1915. 

Senator  Henderson.  Had  you  been  eager  to  get  an  early  hearing 
of  those  indictments? 

Mr.  Darlington.  Yes,  sir.  TVe  had  a  very  lengthy  written  cor- 
respondence with  the  district  attorney  urging  it,  for  months. 

Senator  Henderson.  At  the  time  that  you,  in  connection  with  one 
of  the  directors  of  the  Rig^s  National  Bank,  were  at  the  office  of  the 
Postmaster  General,  those  indictments  were  still  pending,  were  they 
not  \ 

Mr.  Darlington.  Still  pending  and  no  date  set  for  the  trial. 

Senator  Henderson.  No  date  had  been  set  for  the  trials? 

Mr.  Darlington.  No,  sir. 

Senator  Henderson.  Your  object  was  to  get  as  early  a  trial  of  the 
indictment  as  possible  ? 

Mr.  Darlington.  Yes,  sir. 

Senator  Henderson.  What  was  the  condition  of  the  docket,  if  you 
know,  in  the  criminal  court  before  whom  these  indictments  were  to 
»  be  tried? 

Mr.  Darlington.  Badly  congested,  as  it  always  is. 

Senator  Henderson.  Then  it  may  have  been  due  to  the  congestion 
of  the  docket  that  the  trials  had  not  occurred  earlier? 

Mr.  Darlington.  That  was  the  reason  assigned  by  the  district  at- 
torney. He  said  there  were  men  in  jail  who  had  not  been  tried,  who 
could  not  get  bail. 

We  claimed  no  right  to  an  early  trial  except  on  the  ground  that  we 
were  notified  that  the  charter  would  not  be  extended  while  the  indict- 
ments were  pending,  and  we  thought  that  made  a  special  ground  for 
consideration. 

Senator  Henderson.  Because  of  the  shortness  of  the  time? 

Mr.  Darlington.  Yes,  sir.    The  bank  would  have  been  wrecked. 

The  Chairman.  How  did  you  receive  that  notice  that  your  charter 
would  not  be  granted  while  the  indictments  were  pending? 

Mr.  Darlington.  Only  from  newspaper  statements  said  to  have 
been  made  by  the  comptroller. 
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The  Chairman.  Quotations  in  the  newspapers  said  to  have  been 
made  by  him  ? 

Mr.  Darlington.  Yes,  sir;  remarks  attributed  to  the  comptroller: 
and  that  was  repeated  in  my  conversation  with  Mr.  Burleson  in 
March  and  was  not  denied. 

The  Chairman.  Do  any  other  members  of  the  committee  wish  to 
ask  Mr.  Darlington  any  questions?  If  not,  that  is  all,  Mr.  Dar- 
lington. 

Senator  Henderson.  Mr.  Chairman,  it  is  now  10  minutes  to  12. 
and  in  view  of  other  witnesses  coming  before  the  committee  an<l 
that  the  testimony  has  to  be  written  up  and  a  copy  given  to  Mr. 
Williams,  and  in  view  of  the  fact  that  many  of  the  members  of 
this  committee  are  also  in  attendance  on  other  committee  hearings 
and  are  unavoidably  detained,  I  move  that  we  now  take  an  adjourn- 
ment, subject  to  the  call  of  the  chairman. 

(The  motion  was  agreed  to;  and,  at  12.11  o'clock  p.  m.,  the  com- 
mittee adjourned,  subject  to  the  call  of  the  chairman.) 


In  the  Supreme  Court  of  the  District  of  Columbia.  Equity  No.  33360.  The 
Riggs  National  Bank  of  Washington,  D.  C,  1\  John  Skelton  Williams,  Comp- 
troller of  the  Currency;  William  Gibbs  McAdoo,  Secretary  of  the  Treasury; 
John  Burke,  Treasurer  of  the  United  States. 

District  of  Columbia,  88: 

W.  Morris  Lammond,  being  sworn,  says: 

I  am  now  employed  by  the  trustees  of  the  bankrupt  firm  of  Lewis  Johnson 
&  Co.  as  bookkeeper.  I  entered  the  employ  of  the  firm  about  20  years  ago  and 
remained  continuously  with  the  firm  as  bookkeeper  during  the  last  15  years  of  that 
period,  up  to  the  time  of  its  failure  on  November  16,  1914,  since  which  time 
I  have  been  in  the  employ  of  the  trustees.  During  the  two  months,  or  there- 
abouts, that  intervened  between  the  failure  of  the  firm  and  the  appointment 
of  the  trustees  I  was  one  of  the  receivers  of  the  firm. 

I  am  and  have  been  from  the  beginning  familiar  with  the  stock  and  bond 
transaction  between  the  firm  and  the  Riggs  National  Bank  which  appear 
upon  the  accounts  in  the  books  of  Lewis  Johnson  &  Co.  This  account  was 
opened  January  3,  1905.  It  was  closed  on  October  7,  1913.  There  are  about 
1(54  pages  containing  these  accounts  of  purchases  and  sales  for  the  Riggs 
National  Brink  in  its  name,  each  page  showing  on  the  debit  and  credit  side 
approximately  20  transactions,  more  or  less,  on  each  side  of  the  account,  on 
the  form  of  yellow  sheet  which  will  be  found  referred  to  in  the  affidavit  of 
Bennett  heretofore  filed.  I  began  the  keeping  of  the  stock  ledgers  only  in 
November,  1908,  from  which  time  I  kept  and  had  charge  of  them  continuously 
up  to  the  failure. 

During  that  period  there  were  many  thousands  of  purchases  and  sales  of 
stocks  and  bonds  by  the  firm  of  I-iewts  Johnson  &  Co.  for  the  account  of  the 
Riggs  National  Bank,  including  all  manner  of  mining  and  other  speculative 
stocks,  some  at  less  than  .$1  per  share,  purchased  and  sold  for  the  account  of 
the  Riggs  Natonal  Bank,  all  of  which  were  entered  from  day  to  day  in  the 
books  of  the  firm  and  charged  or  credited  upon  this  account  with  the  bank.  I 
am  very  familiar  with  the  manner  in  which  the  business  was  done,  which  was 
as  follows: 

The  orders  for  the  purchase  or  sale  of  stock  would  come  day  by  day,  and 
frequently  many  times  during  the  day,  by  telephone,  from  the  Riggs  National 
Bank  to  the  office  of  Lewis  Johnson  &  Co.  The  order  would  be  taken  down 
over  the  telephone  from  the  Riggs  National  Bank  by  Mr.  Pitt  Cooke,  who 
came  with  the  firm  in  1908  and  remained  until  the  time  of  his  death,  alwMit 
January,  1914.  The  order  thus  taken  would  be  inscribed  upon  a  slip,  a  sample 
copy  of  which  I  hereto  attach  marked  "A"  as  part  of  this  affidavit,  as  an  illus- 
tration of  the  way  in  which  these  orders  were  always  taken  for  sales.  The 
handwriting  on  the  original  slip  is  that  of  Mr.  Cooke.  The  figure  j  "11.20  a." 
on  the  right  hand  side  represents  the  time  of  the  execution  of  the  order.  These 
figures  were  placed  there  by  the  telegraph  operator.  The  stamp  on  the  original 
(which  is  written  in  handwriting  on  Exhibit  A  hereto  attached),  "Jan.  9, 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  171 

1913,"  represents  the  date  of  the  execution  of  the  order  and  was  put  there  in 
the  ordinary  couiv  e  of  business  by  the  telegraph  operator. 

All  the  slips  representing  those  orders  taken  down  by  Mr.  Cooke  are  on  file 
with  the  trustees  in  bankruptcy. 

Immediately  uikmi  the  execution  of  this  order,  and  as  to  each  order  of 
purchase  or  sale  for  or  on  account  of  the  Riggs  National  Bank,  a  memorandum 
would  he  sent  to  the  IUggs  National  Bank  either  by  bearer  or  by  mail.  Accom- 
panying, marked  "B"  and  made  a  part  of  this  affidavit,  is  a  copy  of  the  printed 
form  in  which  the  notice  of  the  execution  of  the  order  was  sent  on  the  uay  on 
which  it  was  executed. 

We  have  in  the  office  of  Lewis  Johnson  &  Co.  a  letter  press  copy  book  con- 
taining copies  of  all  the  notices  thus  sent  to  the  Riggs  National  Bank  ad- 
dressed to  the  Kiggs  National  Bank  as  the  purchaser  or  seller  of  the  particular 
securities  in  question. 

Taking  the  transaction  evidenced  by  Exhibits  A  and  B.  hereto  attached, 
which  is  an  illustration  of  the  way  in  which  all  the  sales  of  stocks  were  made 
for  the  Uiggs  National  Bank,  accompanying,  marked  "C"  and  made  a  part 
hereof,  is  a  copy  of  the  check  paid  to  the  Kiggs  National  Bank  upon  such  a 
sale,  except  that  the  original  check  contains  perforations  made  by  the  perforat- 
ing stamp  at  the  Kiggs  National  Bank  at  the  time  when  the  check  was  paid. 
The  letters  "  P.  T."  on  Exhibit  C  signify  "paying  teller,"  and  constitute  the 
stamp  that  was  put  by  him  uj>on  the  check  at  the  time  it  was  paid.  I  attaca 
hereto,  marked  "  D,"  "  D-l,"  and  "  I)-2,"  "E,"  "  El,"  and  "  E-2,"  copies  of 
the  sales  slips,  reports  of  sales  to  the  bank  and  checks  for  the  proceeds  of  sales, 
reflectively,  on  two  other  transactions  of  a  similar  character.  The  thousands 
••f  other  sales  on  the  part  of  the  bank  repre  en  ted  in  the  account  were  con- 
ducted in  the  same  way. 

When  purchases  were  made  for  the  bank  they  were  recorded  in  the  same  way 
by  Mr.  Cooke  on  like  slips,  except  that  the  word  "  buy  "  was  used  instead  of 
the  word  "sell,"  the  purchase  slips  being  in  blue,  while  the  sold  slips  were  in 
red.  In  like  manner,  on  making  a  purchase,  the  notice  or  letter  of  notification, 
of  which  a  copy  is  hereto  attached,  marked  "  F."  would  be  transmitted  to  the 
Rik'gs  National  Bank,  made  out  in  its  name.  As  illustrating  such  transaction, 
I  have  selected  at  random  a  purchase  of  21  General  Electric  on  January  11, 
1913,  as  shown  on  the  accompanying  copy  of  "  buy  "  slip.  I  have  no  form  of 
"buy  "  slip,  and  have,  therefore,  used  a  "  sell  "  slip,  which  is  identical  in  form, 
except  that  I  have  crossed  out  the  word  "  sell  "  and  substituted  the  word  "  buy  " 
and  except  that  the  "  buy  "  slips  are  in  blue.  The  aforesaid  copy  of  "  buy  "  slip 
Is  attached  hereto,  marked  "  Exhibit  G,"  and  made  a  part  hereof. 

A  bill  would  be  made  out  by  the  firm  for  the  amount  of  the  purchase,  the 
n  mount  of  which  would  be  credited  to  the  account  of  Lewis  Johnson  &  Co.  on 
the  books  of  the  Riggs  National  Bank,  and  the  amount  thereof  then  or  there- 
after entered  as  a  credit  to  Lewis  Johnson  &  Co.  in  the  pass  book  between  that 
firm  and  the  Riggs  National  Bank. 

There  were  many  occasions  on  which  the  Riggs  National  Bank  would  give  an 
order  to  buy  a  given  number  of  shares  of  a  certain  security  and  to  sell  the  same 
uuinber  of  shares  the  same  day.  On  such  occasions  the  bill  would  be  rendered 
to  the  bank  showing  the  purchase  and  sale  and  a  check  for  the  difference.  In 
those  Instances  the  check  would  be  made  either  payable  to  the  order  of  the 
Riggs  National  Bank  or  of  H.  H.  Flather  when  so  instructed  by  the  letter.  I 
have  a  bundle  of  such  checks  in  the  office,  all  of  which  were  paid.  Accompany- 
ing, marked  "H  "  and  made  a  part  hereof,  is  a  sample  copy  of  one  such  check, 
with  the  stamp  on  the  back  showing  that  it  was  paid  to  the  Riggs  National 
Bank. 

Accompanying,  marked  "  I  "  and  made  a  part  hereof,  is  a  sample  of  one  of  such 
checks  made  out  to  Mr.  H.  H.  Flather  at  his  request,  to  his  order,  and  paid  to 
the  Riggs  National  Bank,  as  shown  by  copy  (in  handwriting)  of  its  payment 
stamp  thereon. 

The  checks  given  by  the  firm  to  the  Riggs  National  Bank  on  account  of 
these  transactions  have  the  name  of  the  Riggs  National  Bank  filled  in  after 
the  word  **  pay  to  the  order  of  "  impressed  from  a  red-ink  rubber  stamp,  which 
was  kept  in  the  office  for  that  purpose. 

The  checks,  vouchers,  "  bought "  and  "  sold "  orders,  and  "  bought  "  and 
"sold"  letters  and  notices  representing  the  transactions  covering  these  many 
>"«irs  fire  all  on  file  in  the  office  of  the  trustee,  as  are  also  the  pass  books  be- 
tween Lewis  Johnson  &  Co.  and  the  Riggs  National  Bank  containing  the  en- 
tries o:f  credits  to  Lewis  Johnson  &  Co.  on  account  of  stocks  purchased  by  it 
upon  the  order  and  for  the  account  of  the  Riggs  National  Bank. 
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Referring  to  the  affidavit  of  Wesley  M.  Bennett,  and  as  indicating  the  wan- 
ner in  which  short  selling  of  stocks  was  done  in  the  account  between  the  Riggs 
National  Bank  and  the  firm  of  Lewis  Johnson  &  Co.,  I  direct  attention,  by 
way  of  illustration,  to  the  first  transaction  of  short  selling  referred  to  in  the 
affidavit  of  Mr.  Bennett,  which  consisted  of  the  sale  of  200  shares  of  Union 
Pacific  at  $167  per  share  on  January  18,  1912,  and  a  further  200  shares  on 
January  22.  1912,  100  shares  at  167$  and  the  other  100  shares  at  169.  These 
short  sales  were  covered  on  January  29,  1912,  in  the  form  of  two  purchases  of 
200  shares  each  on  that  day,  one  at  166,  the  other  at  165,  showing  a  balance  in 
favor  of  the  Kiggs  National  Bank  on  account  of  the  transaction  of  $742,  a  copy 
of  the  check  for  which,  made  to  the  order  of  H.  H.  Flather,  is  attached  hereto, 
marked  "  J  "  and  made  a  part  hereof.  The  copy  of  the  stamp  of  payment  by 
the  Riggs  National  Bank  on  the  back,  after  the  indorsement  of  H.  H.  Flather, 
shows  the  payment  of  the  check  representing  the  closing  of  that  transaction  on 
January  29,  1912. 

The  orders  and  credits  for  the  sales  of  January  18  and  January  22,  1912, 
were  given  in  the  name  of  the  Riggs  National  Bank  and  were  so  entered  in  the 
account,  as  were  the  orders  and  debits  for  the  purchase  of  January  29.  All 
the  sample  transactions  contained  in  the  affidavit  of  Mr.  Bennett  are  likewise 
evidenced  on  the  books  of  the  firm  and  by  its  vouchers. 

On  February  8,  1912,  100  shares  of  Union  Pacific  were  sold  for  account  of  the 
bank  at  164  and  on  February  12,  1912,  100  shares  of  Union  Pacific  were  bought 
for  account  of  the  bank  at  162$ ;  copy  of  the  "  sell "  slip  and  notices  of  con- 
firmation of  the  sale  to  the  Riggs  National  Bank  are  hereto  attached  marked, 
respectively,  "  K  "  and  *•  L  "  and  made  a  part  hereof ;  and  a  copy  of  the  pur- 
chase slip  and  notice  of  purchase  to  the  Riggs  National  Bank  for  the  purchase 
of  February  12,  1912.  are  hereto  attached  marked,  respectively,  "  M  "  and  "  N  "  ; 
the  check  for  the  profit  on  this  transaction  was  made  to  the  order  of  H.  H. 
Flather  and  amounted  to  $98.  A  copy  thereof,  marked  "  O  "  is  hereto  attached 
and  made  a  part  hereof. 

On  February  15,  1912,  100  shares  of  Union  Pacific  were  sold  at  165|  for 
account  of  the  Riggs  National  Bank ;  the  copy  of  the  "  sell  "  slip  and  of  the 
notice  of  sale  to  the  Riggs  National  Bank  are  hereto  part  hereof;  and  on 
the  same  day  100  shares  of  Union  Pacific  were  purchased  at  164$,  copy  of  the 
••  purchase  "  slip  being  hereto  attached,  marked  "  R  "  and  made  a  part  hereof : 
the  notice  of  the  purchase  to  the  Riggs  National  Bank  is  contained  on  the  same 
notice  which  contains  the  notice  of  sale  of  the  sale  of  100  Union  Pacific  on 
February  15,  1912,  being  Exhibit  Q,  hereinbefore  mentioned  and  attached  hereto 
and  made  a  part  hereof.-  A  dividend  on  100  shares  of  Union  Pacific,  amounting 
to  $175,  was  received  on  February  14,  1912;  and  a  check  for  the  difference, 
viz,  $210,  was  issued  to  H.  II.  Flather,  copy  of  which,  marked  "  S,v  is  attached 
hereto  and  made  a  part  hereof. 

On  February  16,  1912,  100  shares  of  Union  Pacific  were  sold  at  165|,  copy  of 
the  "  sell  "  slip  for  which  and  of  the  notice  to  the  Riggs  National  Bank  are 
attached  hereto,  marked,  respectively,  "T"  and  "U"  and  made  a  part  hereof; 
and  on  February  19,  1912,  100  shares  of  Union  Pacific  were  purchased  at  164f . 
copy  of  the  "  purchase  "  slip  and  of  the  notice  to  the  Riggs  National  Bank  are 
attached  hereto,  marked,  respectively,  4*  V  "  and  "  W  "  and  made  a  part  hereof ; 
the  check  for  the  profit  on  this  transaction  was  made  to  the  order  of  H.  H. 
Flather  in  the  sum  of  $23,  and  a  copy  thereof  marked  "  X  "  is  attached  hereto, 
and  made  a  part  hereof. 

In  two  of  three  cases  above  enumerated  in  which  checks  were  made  to  the 
order  of  H.  H.  Flather  at  the  request  of  the  latter  for  short  sales  on  account 
of  the  Riggs  National  Bank,  confirmation  notices  of  sales  and  of  the  covering- 
purchases  that  were  addressed  and  sent  to  the  Riggs  National  Bank  contained 
on  the  face  of  such  notices  the  words,  •*  Give  to  Mr.  Cooke  "  or  the  words  "  Give 
notice  to  Mr.  Cooke." 

During  part  of  this  time  and  covering  the  period  shown  by  the  transcript  of 
the  accounts  of  H.  H.  Flather  and  W.  J.  Flather,  referred  to  in  and  attached 
to  the  affidavit  of  Mr.  Bennett,  said  accounts  of  H.  H.  Flather  and  W.  J. 
Flather  were  carried  separately  upon  the  books  of  Lewis  Johnson  &  Co. 

W.  Morris  Lammond. 

Sworn  to  before  me  this  20th  day  of  May,  1915. 

[skal.]  Arthur  J.  Wand, 

Xotary  Public,  District  of  Columbia. 
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NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 


MONDAY,  JULY  14,  1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
in  the  committee  room,  Senate  Office  Building,  Senator  George  B. 
McLean  presiding. 

Present,  Senators  McLean  (chairman),  Page,  Calder,  Newberry, 
Keves,  Fletcher,  Henderson,  and  Walsh. 

Present,  also,  Hon.  Louis  T.  McFadden,  Hon.  John  Skelton  Wil- 
liams, Comptroller  of  the  Currency;  Hon.  Thomas  P.  Kane,  Deputy 
Comptroller  of  the  Currency;  Mr.  John  Poole,  Mr.  Wade  H.  Cooper, 
and  others. 

The  Chairman.  Mr.  Poole,  I  presume  you  have  had  your  attention 
called,  through  the  newspapers,  and  in  other  ways,  possibly,  to  the 
testimony  given  here  at  the  last  meeting  of  the  committee,  in  which 
your  name  was  used,  and  the  committee  will  hear  any  statement  you 
wish  to  make  in  regard  to  that  subject. 

STATEMENT   OF   MB.   JOHN   POOLE,    PRESIDENT    OF    THE 
FEDERAL  NATIONAL  BANK,  WASHINGTON,  D.  G. 

Mr.  Poole:  Senators,  I  have  come  at  your  written  request  "for 
the  purpose  of  giving  to  the  committee  such  information  as  I  may 
have  regarding  the  official  conduct  of  John  Skelton  Williams,  Comp- 
troller of  the  Currency." 

Mr.  Hogan  has  saia  that  the  Federal  National  Bank,  of  which  I  am 
president,  has  been  discriminated  against  by  Mr.  Williams  in  the 
matter  of  receiving  certain  deposits,  and  that  this  was  due  to  the  fact 
that  he,  Mr.  Hogan,  was  one  of  our  directors.  Those  statements  are 
true,  and  I  will  explain  briefly. 

In  the  early  days  of  November,  1917,  I  called  on  Mr.  Williams  at 
his  office  and  tola  him  that  I  had  reason  to  believe  that  the  United 
States  Emergency  Fleet  Corporation  was  about  ready  to  open  an 
account  with  our  bank,  and  knowing  that  it  was  customary  to  first        0 ) 
have  the  Comptroller's  check  of  approval,  his  office  being;  in  possession 
of  reports  of  examinations  which  enabled  him  to  readily  determine      "*"""" 
the  factor  of  safety,  I  asked  him  to  O.  K.  our  bank  if  and  when  pre-         ^ 
sen  ted. 

Mr.  Williams  wanted  to  know  who  our  directors  were.  I  started 
to  name  them,  whereupon  he  touched  a  button  and  directed  one  of 
his  staff  to  get  a  copy  ot  the  last  report  of  the  Federal  National  Bank. 
It  was  brought  in,  handed  to  him,  and,  as  it  happened,  was  folded  in 
such  manner  that  the  name  of  '  'Frank  J.  Hogan"  was  in  plain  view. 
Immediately  Mr.  Williams  read  aloud  Hogan's  name,  seemed  to  be 

173 


174  NOMINATION  OF  JOHN  SKELTON  WIT  J  JAMS. 

much  agitated,  and  with  considerable  feeling  informed  me  that  he 
would  not  give  his  approval  to  a  bank  whose  directorate  included 
anyone  who  was  so  manifestly  antagonistic  to  the  administration. 

He  proceeded  to  accuse  Mr.  Hogan  of  deliberately,  willfully,  know- 
ingly, and  maliciouslv  attacking  the  administration  and  misrepre- 
senting facts  in  the  Kiggs  Bank  controversy.  He  was  exceedingly 
harsh  and  abusive  in  his  criticism  of  Mr.  Hogan,  whom  I  have  always 
known  to  be  a  man  of  unusual  brilliance,  the  highest  integrity,  and 
unassailable  character. 

Mr  Williams  was  kind  enough,  however,  to  pay  me  a  very  high 
personal  tribute  and  spoke  in  a  most  complimentary  manner  of  the 
Federal  National  Bank,  saying  that  our  accounting  methods,  system, 

Solicies,  and  condition  were  frequently  commented  on  in  a  very 
attering  way  by  the  people  of  his  department. 

I  naturally  argued  that  his  relations  with  Mr.  Hogan,  growing 
out  of  the  Higgs  case,  should  not  influence  him  in  his  decision  with 
regard  to  approving  our  bank  as  a  depository  for  funds  which  others 
sought  to  place  with  us. 

He  made  it  plain  to  me  that  he  had  no  relations  with  Mr.  Hogan. 
It  was  evident  that  this  was  a  very  sore  and  delicate  subject.  I 
proceeded  to  urge  favorable  consideration  of  the  proposal  to  approve 
the  Federal  when  the  list  should  be  sent  to  him,  on  the  ground  that 
our  institution  merited  it  by  its  strict  observance  of  all  laws  and 
regulations  from  the  very  beginning  of  its  career — for  its  well-defined 
sound  policies — its  strength,  growth,  and  present  condition — but  he 

Eositively  refused  because  of  the  fact  that  Mr.  Hogan  was  on  our 
oard. 

A  few  days  later  (Nov.  7,  1917)  we  did  receive  a  deposit  of  a  little 
over  $71,000,  and  on  November  10,  1917,  another  one  of  536  and  odd 
thousand,  making  a  little  over  $607,000.  We  having  been  desig- 
nated by  the  Fleet  Corporation,  but  not  approved  by  the  Comp- 
troller of  the  Currency,  other  deposits  of  smaller  sums  followed 
during  the  next  eight  or  nine  weeks.  This  was  without  the  ap- 
proval, however,  of  Mr.  Williams. 

The  Chairman.  That  was  Fleet  Corporation  money? 

Mr.  Poole.  Yes.  I  have  the  exact  title  of  that,  if  you  would 
like  to  have  it. 

The  Chairman.  You  might  give  it  to  the  stenographer. 

Senator  Newberry.  May  I  interrupt  to  ask,  if  the  comptroller  is 
required  to  approve  a  depository  as  you  sav  he  did  not  in  this  case, 
by  what  authority  and  under  what  law  suet  deposit  was  made? 

Mr.  Poole.  Senator,  I  do  not  know.  I  will  show  you,  however, 
that  the  deposits  were  made,  and  we  had  them  at  the  time  of  a  sub- 
sequent call  on  my  part  upon  Mr.  Williams;  and  that  we  also  got  a 
very  large  deposit.  I  will  show  you  in  a  few  minutes,  a  little  later 
on,  and  I  will  show  you  some  interesting  facte  about  that.  But 
how  it  happens  I  do  not  know.  I  can  not  explain  the  operation  of 
the  Fleet  Corporation,  because  I  do  not  know  that. 

Senator  Fletcher.  How  do  you  know  Mr.  Williams  did  not 
approve  of  it? 

Mr.  Poole.  Mr.  Williams  told  me  that  he  did  not,  and  he  toid 
me  later,  when  I  called  on  him,  as  I  will  show  you,  that  he  would 
not,  again  reviewing  the  Hogan  case  and  our  previous  interview, 
at  a  tune  when  we  did  have  deposits.    And  I  will  also  show  you 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  175 

that  the  largest  deposit  which  came  to  us,  came  at  a  time  and  with  a 
statement  that  a  request  had  been  made  for  the  approval  of  it,  and 
for  me  not  to  do  anything  further,  and  purposely  the  letter  requesting 
that  was  antedated,  for  Fleet  Corporation  purposes.  As  to  the 
modus  operandi  in  the  Fleet  Corporation,  and  the  requirement  of  the 
0.  K.  of  Mr.  Williams,  I  do  not  mow  anything  at  all. 

Senator  Fletcheb.  Who  had  charge  of  the  Fleet  Corporation 
funds  ? 
Mr.  Poole.  I  could  not  answer  that  positively. 
Senator  Fletcher.  Who  actually  transacted  the  business  ? 
Mr.  Poole.  The  first  business,  through  Mr.  Solo,  William  L.  Solo. 
Senator  Fletcheb.  Who  was  he  ? 

Mr.  Poole.  I  think  he  was  more  or  less  in  the  capacity  of  a  dis- 
bursing officer.    I  do  not  know  his  exact  title.    I  have  Known  Mr.  Solo 
ever  since  boyhood. 
Senator  Calder.  He  is  a  Washington  man  ? 

Mr.  Poole.  A  Washington  man,  yes,  sir.  He  used  to  be  disbursing 
officer  of  the  Department  of  Commerce  and  Labor  under  former 
Comptroller  Lawrence  O.  Murray,  who  was  then  chief  clerk,  assistant 
secretary,  or  something. 

Senator  Newberby.  From  your  testimony,  Mr.  Poole,  it  would 
appear  that  the  comptroller  was  a  negligible  factor  as  far  as  the 
Fleet  Corporation  was  concerned  in  selecting  a  depositary,  that  they 
could  select  any  depositary  they  chose. 

Mr.  Poole.  1  take  it  that  the  Fleet  Corporation  was  privileged  to 
choose  any  bank  that  they  wanted  to,  but  as  a  matter  of  good  busi- 
ness, as  a  matter  of  informing  men  who  were  without  the  direct 
information,  they  referred  to  the  comptroller's  office  and  asked  the 
comptroller  to  say  whether  or  not  the  statements  of  this  bank  indi- 
cated it  was  in  good  condition,  because  securities  were  not  required 
of  banks  taking  these  deposits.  I  do  not  know  that  it  was  exacted 
of  any  one  to  first  have  the  approval  of  Mr.  Williams  before  a  bank 
could  be  made  a  depositary  of  the  Fleet  Corporation.  That  infor- 
mation ought  to  be  available  to  you  from  somebody,  however. 

Senator  Calder.  You  were  going  to  say 

Mr.  Poole.  I  was  going  to  give  the  title  of  the  account.  The 
account  is  opened  in  the  name  of  "  Division  of  Operations,  United 
States  Shipping  Board,  Emergency  Fleet  Corporation.,, 

After  the  account  was  opened  a  certain  man — now,  gentlemen,  let 
me  interrupt  just  to  say  here  that  I  will  not  voluntarily  give  any 
names  other  than  the  name  of  Mr.  Hogan  or  Mr.  Williams,  unless 
you  especially  request  it  of  me.  I  dealt  with  Mr.  Williams  on  that 
oasis,  and  prefer  so  to  deal  with  you.  I  am  ready,  however,  now  or 
at  any  other  time,  to  give  names  throughout. 

The  Chairman.  As  I  understand,  it  is  Mr.  Williams's  desire  that 
all  names  be  given ;  is  it  not,  Mr.  Williams  ? 
Mr.  Williams.  I  request  it. 
The  Chairman.  I  understood  so. 
Mr.  Poole.  After  the  account  was  opened,  William  P.  Ramsay, 

then 

Senator  Fletcheb  (interrupting).  When  did  you  say  the  account 
was  opened  ? 

Mr.  Poole.  The  first  deposit  was  made  November  6,  1917.  After 
the  account  was  opened,  William  P.  Ramsay,  who  is  connected  with 
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the  Commercial  National  Bank,  and  was  then  connected  with  them, 
on  their  pay  rolls,  called  at  the  Federal  National  Bank  to  see  me, 
unsolicited.  The  substance  of  his  talk,  briefly,  was  this,  that  the 
Fleet  Corporation  had  large  balances  on  hand  and  constantly  increas- 
ing, whicn  he  wanted  to  keep  in  Washington  if  possible.  The  aggre- 
gate was  too  large  for  any  local  bank,  therefore  it  must  either  be  dis- 
tributed with  other  banks,  or  be  placed  out  of  town.  The  latter  he 
was  striving  energetically  to  avoid.  He  said  he  wanted  to  help  the 
Federal  get  part,  and  proposed  that  we  open  an  account  witn  the 
Chatham-Phoenix  National  Bank,  of  New  York,  urging  a  generous 
deposit,  with  the  positive  assurance  that  if  we  would  place  at  least 
$100,000  there,  we  would  receive  in  a  few  days  not  less  than  $500,000 
of  Fleet  Corporation  funds.  I  did  not  tell  him  we  already  had  an 
account  of  the  Emergency  Fleet  Corporation.  I  did  tell  him  I  would 
think  it  over. 

In  a  few  days  he  returned  and  asked  what  I  had  done,  and  learning 
that  no  action  had  been  taken,  urged  that  the  matter  be  attended  to 

immediately. 

Senator  Fletcher.  This  was  about  when,  Mr.  Poole  ? 

Mr.  Poole.  That  was  between  the  7th  and  the  20th  of  November. 

Senator  Calder.  At  that  time  what  were  your  deposits  from  the 
Fleet  Corporation  ? 

Mr.  Poole.  Ranging  from  $71,000  up  to  four  hundred  thousand  and 
odd. 

Senator  Calder.  You  had  received  that  additional  deposit  or 
larger  deposit  before  Mr.  Ramsay's  call  ? 

Mr.  Poole.  Yes,  before  his  can.  I  did  not  tell  him  anything  about 
it. 

The  Chairman.  I  do  not  want  to  interrupt  the  continuity  of  your 
statement,  but  the  committee  wants  to  know  some  time  what  reasons 
Mr.  Ramsay  offered. 

Mr.  Poole.  I  thought  I  stated  that.  I  am  trying  to  be  brief,  and 
probably  you  did  not  catch  it. 

The  Chairman.  I  did  not. 

Mr.  Poole.  I  am  going  to  give  you  that  just  as  I  gave  it  in  the 
record  before.  The  substance  of  his  talk,  briefly,  was  this,  that  the 
Fleet  Corporation  had  large  balances  on  hand  and  constantly  in- 
creasing funds,  which  he,  Ramsay,  wanted  to  keep  in  Washington  if 
possible.  The  aggregate  was  too  large  for  any  local  bank  to  handle. 
Therefore,  it  must  be  either  distributed  with  others  in  Washington,  or 
be  placed  out  of  town.     That  is  Ramsay's  idea. 

The  Chairman.  No,  but  the  reason  for  depositing  this  $100,000  in 
the  Phoenix  National  Bank  ? 

Mr.  Poole.  I  beg  your  pardon,  I  did  not  understand  you. 

The  Chairman.  That  is  the  point.  What  is  the  name  of  that  New 
York  bank  ? 

Mr.  Poole.  Chatham-Phoenix  National  Bank.  He  said  he  wanted 
to  help  the  Federal  get  part,  and  proposed  that  we  open  an  account 
with  the  Chatham-Phoenix  National  Bank  of  New  York,  urging  a 
generous  deposit,  with  the  positive  assurance  that  if  we  would  place 
at  least  $100,000  there,  we  would  receive  in  a  few  days  not  less  than 
$500,000  of  Emergency  Fleet  Corporation  funds.  I  did  not  tell 
Ramsay  we  already  had  an  account.  I  did  tell  him  I  would  think  it 
over,  think  of  it. 
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In  order  to  keep  your  thought  in  sequence,  shall  I  go  from  that 
point  right  on  down  again  ? 

The  Chairman.  Yes.  Sometime  I  want  Ramsay's  reasons  for 
selecting  the  Chatham-Phoenix  Bank. 

Mr.  Poole.  You  would  have  to  get  them  from  Ramsay.  I  did  not 
ask  Ramsay.  I  think  you  may  draw  some  conclusions  out  of  this, 
just  as  I  have. 

The  Chairman.  I  did  not  know  but  what  he  gave  you  the  reasons. 

\fr.  Poole.  No,  sir. 

In  a  few  days  Ramsay  returned,  asked  what  I  had  done,  and 
learning  that  no  action  liad  been  taken,  urged  that  the  matter  be 
attonded  to  immediately.  He  also  said  that  Mr.  Boiling,  vice 
president  of  the  Chatham-Phoenix  National  Bank,  of  New  York, 
would  be  in  Washington  in  a  few  days,  and  he  would  have  him  stop 
in  to  see  me — Ramsay  would  have  Boiling  stop  in  to  see  me.  Sure 
enough,  Boiling  did  call.  I  had  known  him  for  years,  and  so  we  spent 
a  very  pleasant  half  hour  in  general  conversation. 

Senator  Fletcher.  Mr.  Poole,  without  repeating  the  question 
each  time,  I  wish  you  would  give  the  dates,  as  near  as  you  can. 

Mr.  Poole.  The  date  that  Boiling  called  ? 

Senator  Fletcher.  Yes;  as  you  go  along.  You  say  in  a  few 
days  so  and  so  happened.  As  near  as  you  can,  give  the  date  of 
his  call,  for  instance,  beginning  there. 

Mr.  Poole.  Just  about  the  middle  of  December,  Mr.  Boiling 
called. 

Just  before  he  left  he  broached  the  subject  of  an  account  for  his 
bank.  He  said  he  would  like  to  have  us  do  business  with  him. 
I  told  him  of  our  then  connections,  which  were  eminently  satisfactory, 
and  that  we  would  not  care  to  establish  another  New  York  con- 
nection, nor  would  we  care  to  discontinue  any  of  the  present  banks 
and  substitute  his. 

In  all  fairness  to  Mr.  Boiling,  I  want  to  say  to  the  committee  that 
Mr.  Boiling  made  no  proposition  to  me  other  than  the  same  general 
character  of  a  proposition  as  one  banker  goes  to  another  with  when 
he  seeks  his  account.  In  no  manner  did  he  connect  up  the  Emer- 
gency Fleet  Corporation  deposit,  nor  refer  to  it,  in  inviting  us  to 
open  an  account  with  him.  That  ended  our  interview,  which,* as  I 
said  before,  was  very  pleasant. 

I  got  to  thinking  over  all  that  had  transpired,  realized  the  delicate 
situation,  and  decided  to  communicate  what  I  had  learned  to  Mr. 
Williams,  the  Comptroller  of  the  Currency,  and,  therefore,  on  December 
20,  1917,  I  called  on  him  at  his  office  and  explained  what  had  hap- 
pened since  my  first  interview  with  hin.     In  substance,  I  said  this: 

"Mr.  Williams,  not  long  ago  I  called  on  you  and  asked  that  the 
Federal  National  Bank  be  approved  by  you  as  a  depositary  for 
Emergency  Fleet  Corporation  funds.  You  refused,  and  I  remember 
well  the  reasons  you  gave  for  so  doing.  Since  then  a  proposition 
has  been  made  and  repeated  to  me,  whereby  the  Federal  National 
could  get  a  large  deposit  from  the  Fleet  Corporation.  I  do  not  wish 
to  give  names  unless  you  request  them.  A  man  whom  I  have  known 
for  years,  who  is  connected  with  a  local  national  bank,  called  at  my 
office  since  I  saw  you  last  and  talked  with  me  at  considerable  lengtn 
about  Fleet  Corporation  funds.  He  said  that  tremendous  sums  were 
being  handled,  the  amounts  steadily  increasing,  and  while  his  first 
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thought  was  to  serve  his  bank,  he  realized  that  no  one  local  bank 
could  hope  to  handle  the  entire  account,  and  that  therefore  it  must 
either  go  out  of  town  or  be  split  up  among  several  here.  He  pro- 
posed that  the  Federal  National  open  an  account  of  not  less  than 
$100,000  with  the  Chatham-Phoenix  National  Bank,  of  New  York, 
stating  positively  that  in  consideration  of  this  the  Federal  would 
receive  in  a  few  days  a  deposit  of  at  least  $500,000  from  the  Fleet 
Corporation." 

I  told  Mr.  Williams  that  I  felt  duty  bound  to  let  him  know  these 
facts,  and  I  was  astounded  to  learn  that,  notwithstanding  the  fact 
that  he,  Mr.  Williams,  so  recently  refused  favorable  consideration, 
our  bank  could  get  an  account  through  the  process  of  opening  an 
account  with  the  Chatham-Phoenix  National  Bank,  of  New  York. 
All  the  while  there  had  been  no  change  in  the  status  of  Mr.  Hogan. 
He  was  and  still  is  a  director  of  the  Federal  National  Bank. 

I  also  told  Mr.  Williams  that  an  official  of  the  Chatham-Phoenix 
National  Bank,  Mr.  Boiling,  had  called  to  see  me  soliciting  an  ac- 
count, and  that  the  said  official  was  told  that  we  were  not  contem- 
plating opening  any  bank  account  in  New  York  City,  nor  did  we 
ieel  justified  in  making  any  change.  I  told  the  Washington  banker 
that  we  would  not  look  with  favor  on  the  proposition  oi  opening  an 
account  with  the  bank  he  mentioned  in  New  York,  nor  with  any 
other  bank,  for  the  purpose  of  getting  an  account  from  the  Emer- 
gency Fleet  Corporation. 

Mr.  Williams  said  he  did  not  believe  it  possible  that  the  Chatham- 
Phoenix  National  Bank  could  in  any  way  control  Fleet  Corporation 
funds,  and  that  he  was  sorry  that  I  had  not  made  a  deposit  there  for 
the  purpose  of  testing  it  out.  He  suggested  that  we  then  make  a 
deposit  for  that  purpose,  and  see  what  happened.  He  did  not  ask 
me  the  names  of  any  of  the  parties  with  whom  I  had  talked. 

He  staged  that  he  had  been  requested  to  furnish  a  list  of  names  of 
New  York  banks  which  he  would  approve  as  depositaries  of  Fleet 
Corporation  funds,  and  in  that  list  ne  included  the  name  of  tlie 
Chatham-Phoenix  National  Bank,  which  was  the  very  bank  covered 
in  the  proposition  made  to  me  by  Mr.  Ramsay. 

I  want  that  understood,  that  Mr.  Boiling  has  in  no  way,  in  no 
manner,  made  any  proposition  to  me,  nor  linked  up  the  Fleet  Cor- 
poration with  any  request  for  our  account. 

Mr.  Williams  told  me  that  he  did  not  know  just  what  banks  in 
Washington  were  depositaries  of  the  Fleet  Corporation,  but  he  thought 
the  Metropolitan  was  one.  I  then  told  him  I  was  informed  by  the 
same  party  who  submitted  the  proposition  to  me  that  the  Metropolitan 
did  open  an  account  with  the  Chatham-Phoenix  National  Bank,  with 
the  understanding  that  they,  the  Metropolitan,  would  receive  a  large 
deposit  from  the  Fleet  Corporation,  and  that  the  transaction  worked 
out  exactly  as  agreed  upon. 

I  also  told  Mr.  Williams  that  I  understood  that  several  other  banks 
in  Washington  were  going  to  do  likewise,  which  ones  I  did  not  know. 

Mr.  Williams  referred  to  our  previous  conversation  about  having 
the  Federal  National  approved  as  a  depositary,  and  asked  me  if  Mr- 
Hogan  was  a  large  stockholder,  going  on  to  say  that  he  was  unwilling 
to  approve  our  bank  because  of  the  tact  that  there  was  on  the  board 
a  man  so  decidedly  unfriendly  to  the  administration  as  Mr.  Hogan 
had  shown  himself  to  be.     I  told  him  that  I  fully  understood  his 
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reasons,  although  I  did  not  agree  with  him,  and  that  that  matter  was 
not  now  a  part  of  our  discussion,  except  in  so  far  as  we  failed  to 
understand  why  our  bank  should  be  discriminated  against  by  the 
comptroller,  but  could  receive  the  very  account  we  wanted  (Fleet 
Corporation)  by  opening  an  account  with  the  Chatham-Phoenix  Na- 
tional Bank  in  New  York. 

Senator  Fletcher.  How  many  banks  were  on  that  list  Mr.  Williams 
gave  you  1 

Mr.  Poole.  Mr.  Williams  did  not  give  me  the  list.  He  only  spoke 
of  a  list  that  had  been  handed  to  him.  He  only  spoke  of  being  asked 
to  name  some  banks  in  New  York,  and  he  included  the  Chatham- 
Phoenix. 

Senator  Fletcher.  I  understood  you  saw  the  list,  and  included 
in  that  list  was  the  Chatham-Phoenix. 

Mr.  Poole.  No,  sir;  I  did  not  say  that,  and  I  have  not  seen  any  list 
then  or  since  that  time. 

Senator  Fletcher.  How  do  you  know  that  the  Phoenix  was 
included  ? 

Mr.  Poole.  Mr.  Williams  told  me  that  he  approved  the  Chatham- 
Phoenix  National  Bank. 

Senator  Fletcher.  As  one  of  the  list? 

Mr.  Poole.  Yes,  sir;  he  volunteered  that  information.  I  had 
no  idea  that  that  had  ever  been  submitted  to  him.  That  was  the 
first  information  I  had  that  they  had  an  account. 

He  said  he  was  certain  that  the  Chatham-Phoenix  National  Bank, 
of  New  York,  could  not  possibly  control  any  part  of  the  funds  of  the 
Fleet  Corporation,  and  tnat  he  very  much  regretted  that  we  had  not 
tested  it  out. 

This  was  December  20,  1917,  and  we  had  not  up  to  that  time  been 
ahle  to  secure  favorable  action  of  Mr.  Williams  lor  the  approval  of 
the  Federal  as  a  depositary  for  Fleet  Corporation  funds. 

I  said  nothing  further  about  this,  except  in  the  strictest  confidence 
to  one  of  our  officers. 

Senator  Newberry.  May  I  interrupt  to  ask  if  you  told  the  comp- 
troller at  that  time  that  notwithstanding  all  these  negotiations  you 
had  a  deposit  ? 

Mr.  Poole.  I  did  not  tell  the  comptroller.  He  had  our  reports 
and  was  able  to  get  any  information  tnat  he  wanted. 

Senator  Newberry.  There  had  been  a  report,  then,  between  the 
7th  of  November  and  the  20th  of  December  ? 

Mr.  Poole.  I  can  tell  you  that  in  just  a  minute.  I  think  not, 
but  I  can  tell  you. 

Senator  Newberry.  He  does  not  get  a  daily  report  of  your  bank, 
does  he  i 

Mr.  Poole.  As  it  happened,  there  was  a  report  on  the  12th  of 
November. 

Senator  Newberry.  After  you  had  the  Emergency  Fleet  Corpo- 
ration funds  ? 

Mr.  Poole.  No;  wait  a  minute.  That  is  1918.  [After  further 
examination.]  No,  there  was  no  examination  of  our  bank  between 
the  date  of  the  opening  of  the  account,  November  6,  1917,  and 
December  20,  the  last  day  that  I  interviewed  Mr.  Williams. 

Senator  Newberry.  What  report  would  he  have  that  would 
show  that  deposit  ? 
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Mr.  Poole.  He  would  not  have  any  report  that  would  show  it, 
unless  the  Fleet  Corporation  would  give  it  to  him,  and  presumably 
they  did  not.  You  did  not  understand  me  to  say  that  Mr.  Wil- 
liams was  in  possession  of  this  information,  Senator,  did  you  ? 

Senator  Newberry.  I  so  understood.  That  was  the  reason  I 
asked  the  question.  I  thought  you  said  you  did  not  tell  him  be- 
cause he  had  reports  that  showed  it. 

Mr.  Poole.  The  information  is  available  to  him  if  he  wants  to 
get  it  in  any  way.  He  did  not  ask  me  if  we  had  any  such  account, 
but  insisted  he  would  not  approve  our  bank  as  a  depositary. 

On  Saturday,  January  5,  1918,  after  our  bank  had  closed— it 
closes  at  noon — Mr.  R.  W.  Boiling,  of  the  Emergency  Fleet  Corpo- 
ration, called  at  the  bank  and  deposited  with  our  teller  a  check 
for  $2,641,566.93,  too  late  to  go  in  that  day's  work. 

The  Chairman.  There  were  two  Boilings,  as  I  understand  it? 

Mr.  Poole.  There  are  three  Boilings  that  I  know.  One  was  with 
the  Commercial  Bank  for  some  time  in  a  sort  of  a  new  business,  a 
publicity  man.  One  was  with  the  Emergency  Fleet  Corporation, 
and  one  then  with  the  Chatham-Phoenix  National,  who  is  now  the 
president  of  the  Commercial  National  Bank. 

Senator  Calder.  Are  these  men  brothers  ? 

Mr.  Poole.  I  understand  so;  yes,  sir.  At  that  hour  I  was  in  my 
office  talking  with  Mr.  George  O.  Walson.  I  only  mention  the  name 
because  Mr.  Williams  has  requested,  and  so  have  you,  Senator 
McLean.  After  a  while  I  went  out  and  talked  with  Mr.  Boiling,  and 
was  told  of  the  deposit.  I  invited  Mr.  Boiling  into  the  office,  and 
had  quite  a  long  talk  with  him.  He  went  on  to  tell  me  that  practically 
every  bank  in  Washington,  and  many  outside  institutions,  were 
exerting  every  effort  to  get  an  account  from  the  Fleet  Corporation, 
and  because  of  these  activities  he  suggested  that  we  keep  the  matter 
as  confidential  as  possible. 

Senator  Fletcher.  In  the  meantime,  had  you  made  any  deposit 
with  the  Chatham-Phoenix  ? 

Mr.  Poole.  No,  sir;  never  before,  and  never  since.  We  have  never 
had  any  business  with  the  Chatham-Phoenix  of  New  York.  I  knew 
them,  lmew  them  very  well  and  very  favorably.  I  have  nothing  but 
the  highest  regard  for  the  Chatham-Phoenix  and  all  of  its  officers, 
including  Mr.  Boiling.  Mr.  Boiling  said  that  Mr.  Stevens,  of  the 
Fleet  Corporation,  called  him  in  not  long  ago  and  asked  how  it  hap- 
pened that  an  account  had  been  openea  with  the  Federal  National 
Bank  without  the  customary  approval  of  the  Treasury  Department. 
Mr.  Boiling  thought  this  had  been  given,  but  after  searching  the  files 
could  find  no  record  covering  it. 

Mr.  Boiling  said  that  a  formal  request  for  the  approval  of  the 
Federal  had  been  made  of  the  Treasury,  and  asked  me  not  to  do  or 
say  anything  over  there,  because  he  was  certain  this  approval  would 
be  forthcommg  in  a  day  or  two. 

The  Chairman.  What  was  the  full  name  of  this  Mr.  Boiling  ? 

Mr.  Poole.  R.  W.  Boiling. 

Mr.  Keyes.  What  is  the  full  name  of  Mr.  Stevens — Raymond  B.  ? 

Mr.  Poole.  I  do  not  know.     I  do  not  know  Mr.  Stevens. 

Mr.  Keyes.  Was  he  vice  president  of  the  Shipping  Corporation  ? 

Senator  Fletcher.  He  is  a  member  of  the  Shipping  Board,  is  he 
not? 
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Mr.  Poole.  I  do  Dot  know.  I  did  not  look  that  up.  I  was  inter- 
rupted in  the  middle  of  a  sentence,  I  think.  Mr.  Boiling  said  a  formal 
request  for  the  approval  of  the  Federal  had  been  made  of  the  Treas- 
ury, and  asked  me  not  to  do  or  say  anything  over  there,  because  he 
was  certain  this  approval  would  be  forthcoming  in  a  day  or  two;  of 
that  he  had  no  douot.  He  mentioned  that  the  letter  requesting  the 
approval  of  the  bank  was  purposely  antedated,  and  I  assume  that 
was  done  to  meet  certain  formalities  of  the  Fleet  Corporation  and  to 
cover  the  original  deposit. 

He  also  went  on  to  say  that  the  Treasury  Department  was  not 
aware  of  the  fact  that  the  second  deposit  above  referred  to  "is  being 
made  to-day."  He  talked  at  some  length  about  the  organization  ot 
the  Shipping  Board  and  the  Fleet  Corporation.  I  may  mention  that 
the  account  which  we  have  is  an  operating  account — that  is  to  say, 
an  account  which  represents  receipts  from  the  leasing  or  ronting  of 
vessels  which  were  taken  over  by  this  Government  at  the  outbreak 
of  the  war. 

After  getting  into  general  conversation,  Mr.  Boiling  spoke  of  Ram- 
say, who  is  connected  with  the  Commercial  National  Bank.  He  said, 
"Ramsay  is  a  good  fellow,  and  it  was  only  out  of  the  goodness  of 
Ramsay's  heart  that  Ramsay  consented  to  help  both  the  Federal  and 
Rolfe  £.  Boiling/ '  mentioning  the  name,  that  he  called  on  me  and 
made  the  proposition  that  he  aid;  that  is,  that  Ramsay  called  on  me 
and  made  the  proposition.  Boiling  said  that  Ramsay  did  this  in  a 
poor  way,  but  that  while  he  always  means  well,  he  frequently  messes 
things  up.  Boiling  asked  that  we  do  not  at  this  time  open  an  account 
with  the  Chatham-Phoenix  National  Bank.  He  would  prefer  that 
we  would  not  do  it,  that  it  would  not  look  right;  if  it  was  to  be  done 
at  all,  to  be  only  at  a  time  when  we  would  want  to  do  it,  and  that 
at  least  that  should  be  at  some  future  date. 

He  said  that  of  the  local  banks,  the  Metropolitan,  Commercial, 
Riggs,  and  Federal  have  accounts,  the  principal  accounts,  however, 
being  in  the  Federal  and  the  Commercial.  He  said  that  the  Chatham- 
Phoenix  of  New  York  had  an  account,  although  it  was  small,  and 
for  the  purpose  of  handling  the  collector's  funds.  I  do  not  know 
what  he  means  by  collectors  funds.  Upon  questioning  him,  he  said 
he  thought  this  account  of  ours  would  run  fairly  steady  at  $3,000,000, 
not  much  under  that,  maybe  considerably  over,  and  that  we  would 
in  all  probability  have  use  of  the  funds  for  a  year  at  the  lowest 
estimate. 

Senator  Calder.  Did  he  indicate  which  of  these  Washington 
banks  had  accounts  with  the  Chatham-Phoenix  ? 

Mr.  Poole.  He  did  not.  Mr.  Ramsay  is  the  only  man  who  told 
me  that. 

Senator  Calder.  What  did  Mr.  Ramsay  tell  you  about  it? 

Mr.  Poole.  He  told  me  that  the  Metropolitan  had,  and  that  they 
had  received  their  deposit,  and  one  or  two  other  banks  were  going 
to  do  it.  But  I  have  never  heard  whether  they  did  or  not,  and 
have  never  tried  to  check  it  up.  Mr.  Williams,  as  I  stated,  said 
that  he  did  not  knew  what  banks  were  depositories,  but  that  he 
thought  that  the  Metropolitan  was  one.  No  one  has  said  anything 
to  me  at  all  about  this  proposition  of  opening  an  account  with  the 
Chatham-Phoenix  National  in  New  York,  and  thereby  getting  a 
deposit  from  the  Fleet  Corporation,  except  Ramsay.     Boiling  only 
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spoke  of  it  after  I  had  been  to  Mr.  Williams's  office  the  second  time, 
told  Mr.  Williams  of  this  unusual  proposition  that  had  been  sub- 
mitted, and  then  Boiling  told  me  of  it  after  he  had  made  the  bi^ 
deposit  of  two  million  six  hundred  and  odd  thousand,  and  suggested 
that  I  do  not  do  this  thing,  that  Ramsay  was  trying  to  help  me  and 
help  Rolfe  E.  Boiling;  his  brother,  but  that  it  was  very  poorly  stated, 
ana  a  bad  suggestion,  and  "do  not  do  it." 

I  want  to  clear  those  other  men,  because  they  had  no  part  in  it 
at  all. 

Senator  Fletcher.  Did  you  tell  Boiling  of  Ramsay's  talk  at  all  ? 

Mr.  Poole.  Mr.  Boiling  broached  that  subject  to  me.  I  did  not 
tell  him  of  this,  or  tell  anybody  else  of  it,  except  the  vice  president  of 
our  bank. 

Senator  Fletcher.  Were  you  to  pay  any  interest  on  this  deposit  ? 

Mr.  Poole.  Yes,  sir;  2 J  per  cent  on  daily  balances,  no  security. 

Senator  Calder.  What  is  your  balance  to-day  with  the  Fleet 
Corporation  ? 

Mr.  Poole.  Nothing;  all  closed  out.  The  last  balance  was  taken 
out  on  May  15,  1918,  $17.50.  Two  million  and  odd  was  drawn  out 
between  March  4  and  March  27,  1918. 

Senator  Calder.  Then  this  two  million  was  with  you  for  how  long  ? 

Mr.  Poole.  We  had  an  account  starting  up  at  $71,000  November  6, 

1917,  reaching  the  big  sum,  three  million  ana  odd,  on  January  7, 1918, 
and  continuing  in  the  millions  until  March  12,  1918,  the  high  point 
of  which  was  $3,139,672.14. 

Senator  Calder.  So  you  had  this  large  deposit  for  a  period  of  only 
about  two  months  ? 

Mr.  Poole.  Just  a  few  days  more  than  two  months,  more  than  a 
million  dollers  of  it. 

Senator  Newberry.  Do  you  know  why  this  account  was  closed 
out? 

Mr.  Poole.  I  do  not  know  why,  but  I  understood  that  all  of  the 
local  accounts  were  being  closed  out,  and  that  these  checks  for 
$500,000  were  being  drawn  weekly  against  us.  It  was  a  pretty  hard 
pull,  I  suppose,  on  most  banks,  at  that  time. 

Senator  Fletcher.  You  mean  the  balances  in  all  the  other 
banks  were  withdrawn  at  the  same  time  ? 

Mr.  Poole.  I  do  not  know  that.  I  was  told  that  they  were 
going  to  be  withdrawn,  but  I  have  not  any  means  of  knowing 
whether  they  were  put  in  on  the  same  basis  we  were.  We  may  have 
had  the  better  treatment;  they  may  have  had  better  treatment. 
I  do  not  know. 

Senator  Calder.  You  have  no  account  at  all  with  any  branch 
of  the  Fleet  Corporation  or  the  Shipping  Board  ? 

Mr.  Poole.  No,  sir,  not  at  all. 

Senator  Calder.  Do  you  know  whether  your  bank  ever  received 
the  approval  of  Mr.  Williams  ? 

Mr.  Poole.  I  do  not  know  that.  I  have  no  reason  to  doubt  but 
what  it  did  receive  the  approval  that  Boiling  told  me  on  January  5, 

1918,  he  would  get.     But  I  do  not  know  that  that  ever  happened. 

Senator  Calder.  Have  you  had  any  talk  with  Mr.  Williams  since  ? 

Mr.  Poole.  Never  about  this.  Gentlemen,  I  have  known  Mr- 
Williams  almost  ever  since  he  has  been  in  the  office,  and  Mr.  Wil- 
liams and  I  have  had  the  most  cordial  and  pleasant  relations.    I 
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have  never  had  any  man  treat  me  with  greater  courtesy  and  respect 
than  Mr.  Williams  has,  and  in  many  ways  I  have  a  very  high  admi- 
ration for  him.  I  am  only  before  you  to-day  at  your  request,  un- 
solicited, and  would  much  prefer  not  to  have  come.  But  being 
here,  I  only  want  to  set  before  you  the  facts  as  I  see  them,  that  Mr. 
Williams  did,  because  of  Mr.  Hogan  being  on  our  board,  interfere 
with  our  getting  business  which  in  the  regular  channels  was  coming 
to  us.     I  have  a  very  high  admiration  for  him. 

Senator  Fletcher.  Tne  facts  are  that  you  did  not  get  the  busi- 
ness, and  the  facts  are,  according  to  your  own  information,  that  other 
hanks  were  treated  in  the  same  way  you  were  ? 

Mr.  Poole.  I  am  telling  you,  however,  that  Mr.  Williams  posi- 
tively, to  me,  refused  to  approve  our  bank  for  this  business.  Of 
that  there  is  no  doubt.  We  got  the  business,  not  because  of  Mr. 
Williams's  willingness  to  approve  us,  but  only  because  somebody  appar- 
ently went  beyond  him  ana  put  it  in  there  anyhow.  I  do  not  know 
whether  there  is  any  other  connection  between  my  visit  to  Mr., 
Williams  and  the  propositions  which  were  mado  by  Kamsey  which 
would  be  of  benefit  to  the  Chatham-Phoenix  Bank,  and  if  other 
hanks  should  have  followed,  and  we  had,  too,  to  open  accounts  in 
the  Chatham-Phoenix  National  Bank,  and  bring  funds  here  to  be 
put  out  among  local  banks,  naturally  the  bank  o?  which  Mr.  Boiling 
was  vice  president  then  might,  in  that  round  about  way,  have 
benefited  considerably.  I  do  not  know  how  anybody  knew  that 
Ramsay  had  said  anything  to  me.  You  men  may  make  your  own 
guess  about  that.  I  told  not  a  living  soul,  except  the  vice  president 
of  our  bank,  that  Ramsay  had  ever  made  that  proposition  to  me,  and 
yet  somebody  found  out,  in  the  early  days  of  November,  and  repeated 
it  later  on. 

Senator  Henderson.  How  long  after  that  was  it  that  you  received 
the  deposit? 

Mr.  rooLE.  I  talked  with  Mr.  Williams  on  the  20th  of  December, 
1917,  for  the  second  time,  and  I  went  over  then  because  I  had  had 
this  proposition  made  about  opening  the  account,  and  told  him  then 
that  I  was  surprised  to  find  we  could  get  an  account  by  means  of 
doing  this  thing,  through  opening  an  account  in  the  Chatham- 
Phoenix,  when  he  had  positively  refused  to  give  us  an  account,  or  to 
approve  our  bank  for  an  account,  because  of  the  fact  that  Mr.  Hogan 
was  on  our  board;  and  in  that  conversation  that  day  he  again  told 
me  he  would  not  approve  of  our  bank  because  Mr.  Hogan  was  on  the 
board.  At  the  moment,  at  the  time,  we  had  an  account,  and  had 
had  one  since  the  7th  day  of  November. 

Senator  Page:  Can  you  tell  us  the  total  amount  of  deposits  to  the 
credit  of  this  organization  at  the  time  you  were  having  the  larger 
deposits  in  your  bank  ? 
Mr.  Poole:  No,  sir,  I  do  not  know. 

Senator  Page:  Is  there  any  knowledge  which  we  can  ascertain  as 
to  the  amount  of  the  deposits  in  the  Chatham-Phoenix,  or  any 
accounts  there  that  would  impinge  upon  this  particular  business  ? 

Mr.  Poole:  You  can  ascertain  that  through  Mr.  Williams.  Mr. 
Williams  can  find  out  what  banks  opened  an  account  in  the  Chatham- 
Phoenix  Bank  anywhere  around  that  time — when  they  opened  them, 
whether  they  had  any  prior  relations  with  them  or  not;  and  then  go 
back  to  the  books  of  the  other  local  banks  and  see  if  they  got  any 
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Emergency  Fleet  Corporation  accounts  about  the  same  time.    I 
could  not  rive  you  that,  but  you  could  get  it  through  him. 

Senator  jPage  :  Are  jou  able  to  give  us  an  opinion  of  any  value  as 
to  why  this  account  with  your  bank  was  terminated  at  the  time  it 
was? 

Mr.  Poole  :  No,  I  cannot  tell  you  that.  Perhaps  you  are  driving 
at  this:  I  do  not  think  Mr.  Williams  or  any  other  person  was  instru- 
mental in  taking  it  away  from  us  because  he  wanted  to  get  it  away 
from  us.  I  do  not  believe  that.  I  think  perhaps  there  was  just  too 
much  pressure  brought  to  bear  on  the  Fleet  Corporation  for  accounts 
from  almost  every  angle — banks  out  of  town,  as  well  as  local  banks, 
trying  to  get  these  funds.  I  do  not  know  whether  that  became  too 
bothersome  to  them  or  not.  I  do  not  know  where  they  keep  their 
account.  I  do  not  know  where  they  finally  kept  it  after  they  left  us. 
I  do  not  know  whether  they  took  it  out  of  the  other  banks,  or  whether 
some  of  them  have  those  balances  in  larger  or  smaller  part.  I  have 
no  information  about  that. 

Senator  Fletcher.  I  believe  you  said  you  were  told  that  they 
were  withdrawing  these  balances  from  the  other  banks  at  the  same 
time? 

Mr.  Poole.  I  was  told  they  were  going  to  withdraw  them  at  the 
same  time. 

Senator  Fletcher.  Do  you  remember  the  date  of  your  first 
conversation  with  Mr.  Williams  ? 

Mr.  PodLE.  The  date  of  it  I  did  not  put  down.  It  was  just 
before  any  account  was  opened  with  us. 

Senator  Fletcher.  Before  the  first  deposit? 

Mr.  Poole.  Before  the  first  deposit. 

The  Chairman.  Mr.  Poole,  Mr.  Hogan  made  a  statement  with 
regard  to  Red  Cross  funds  and  tax  funds. 

Mr.  Poole.  Yes,  sir.  I  understand  that  Mr.  Hogan  told  your 
committee  something  about  the  Red  Cross  account  with  us. 

Briefly,  the  facts  are  as  follows:  In  the  early  part  of  January, 
1918,  after  I  had  been  appointed  by  Henry  White,  then  the  manager 
of  the  Potomac  division  of  the  American  Red  Cross,  as  chairman 
of  the  second  war  fund  campaign  for  the  same  division,  I  was  ap- 
proached by  a  Mr.  Andrus — J.  T.  Andres,  I  think  is  his  full  name — 
who  was  associated  with  Mr.  White  at  that  time.  Mr.  Andrus 
told  me  that  instructions  had  been  received  from  national  head- 
quarters of  the  American  Red  Cross  to  select  a  bank  which  they 
would  use  for  the  funds  which  were  to  be  subject  to  the  check  of 
national  headquarters.  I  was  informed  by  Mr.  Andrus  that  both 
he  and  Mr.  White  desired  to  place  the  money  with  the  Federal, 
whereupon  I  was  furnished  with  a  copy  of  a  letter  dated  January  17, 
1918,  addressed  to  Henry  White,  division  manager,  signed  by  Hugh 
S.  Bird,  assistant  treasurer,  the  American  Red  Cross. 

Negotiations  followed,  and  on  March  12,  1918,  the  account  was 
opened,  Mr.  White  sending  to  us  in  a  communication  dated  March  11, 
1918,  a  check  for  $389,518.11,  with  all  instructions  as  to  how  to  open 
the  account. 

Under  date  of  March  13,  1918,  Mr.  Bird,  assistant  treasurer  of  the 
American  Red  Cross,  addressed  a  letter  to  Mr.  White  informing  him 
that  the  funds  would  be  immediately  withdrawn  from  us  and  trans- 
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ferred  to  the  trust  company  from  which  they  came,  there  being 
another  account  in  our  bank — the  account  of  the  T.  I.  and  F.  Divi- 
sion, at  that  time. 

Mr.  Bird  laid  special  emphasis  on  the  fact  that  he  wanted  the 
various  accounts  of  the  Red  Cross  distributed  in  the  different  banks, 
so  as  to  broaden  the  influence  of  the  Red  Cross. 

On  the  date  in  question  our  bank,  the  Federal  National,  had 
exactly  $575.18  to  the  credit  of  the  Red  Cross,  the  T.  I.  and  F. 
Division.  I  want  to  bring  that  out  simply  because  of  the  fact  that 
we  had  a  Red  Cross  account  was  the  reason  given  for  taking  this 
account  away  from  us,  and  putting  it  back  where  they  had  ordered 
it  to  be  taken  from. 

The  check  was  drawn  on  the  13th  of  March,  the  day  immediately 
following  the  day  it  was  deposited  with  us,  and  after  going  through 
the  various  channels  of  depositing  in  the  American  Security  &  Trust 
Co.,  and  clearing,  it  reached  us  and  was  paid  March  15,  1918,  ex- 
actly three  days  after  we  had  received  it. 

In  the  letter  of  January  17,  1918,  from  Mr.  Bird  to  Mr.  White,  he 
recites  a  good  many  things.  He  tells  of  the  things  that  the  Red 
Cross  wants  from  the  bank,  for  instance,  like  a  statement  of  the  last 
call,  a  roster  of  officers,  and  a  lot  of  deposit  slips  and  signature  cards, 
and  goes  on  to  say  (this  is  a  letter  from  Mr.  Bird  to  Mr.  White) : 

Of  course  you  understand  the  National  Treasurer,  Mr.  John  Skelton  Williams,  has 
the  selection  of  our  depositories,  but  I  wish  to  get  the  wishes  of  the  local  manager 
in  each  and  every  case. 

That  is  a  part  of  the  sentence  only.  The  balance  of  it  is  not 
important.  This  letter,  which  is  dated  January  17,  1918,  begins 
bv  saying: 

Dear  Mr.  White:  Following  up  my  letter  of  December  27 

presumbly  1917 — 

asking  that  you  tell  us  what  bank  you  will  use  for  the  funds  which  are  to  be  subject 
to  check  of  headquartere,  will  you  kindly  have  the  bank  chosen,  and  send  me  the 
following  for  our  files: 

This  money  that  we  got  was  in  the  American  Security  &  Trust 
Co.  Mr.  Bird  was  following  it  up  from  his  office,  prodding  Mr, 
White  along  to  make  the  selection  of  a  bank,  and  I  gather  from  that 
that  the  funds  were  not  to  be  retained  in  the  American  Security  & 
Trust  Co.,  but  were  to  be  transferred  to  some  other  bank.  Mr. 
White,  later,  on  February  12,  furnished  me  with  a  certified  copy 
of  a  resolution  passed  at  the  executive  committee  meeting  of  tne 
American  National  Red  Cross  on  January  25,  showing  what  officers 
were  authorized  to  sign  and  countersign,  and  referred  to  signature 
cards,  which  is  unimportant  here.  That  I  immediately  acknowl- 
edged to  Mr.  White. 

Cnder  date  of  March  11,  Mr.  White  sent  me,  as  I  told  you  in  the 
beginning,  this  check,  addressed  to  me  as  president  of  the  bank, 
'with  the  request  that  you  be  so  good  as  to  cause  the  amount  in 
question  to  be  placed  to  the  credit  of  an  account,  which  I  hereby 
fc*k  you  to  open,  in  the  name  of  the  'American  National  Red  Cross.'  " 

And  then  he  tells  how  they  shall  be  checked  against,  simply 
repeating  former  thiugs. 
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I  acknowledged  it  to  him,  and  I  would  like  to  put  this  in  the 
record.     It  is  a  letter  under  date  of  March  13,  1918: 

March  13,  1918. 
Hon.  Henry  White, 

Manager ,  Potomac  Division,  American  Red  Cross, 
Washington,  D.  C. 

My  Dear  Mr.  White:  Mr.  Andrus  called  yesterday  afternoon  with  your  letter  of 
the  11th  instant,  bringing  a  check  for  $389,518.11,  referred  to  therein,  and  opened  an 
account  in  the  name  of  the  "American  National  Red  Cross. " 

We  note  by  your  letter  that  checks  drawn  against  this  account  are  to  be  honored  only 
when  signed  by  Red  Cross  officials,  whose  signatures  we  will  obtain  from  headquarters. 

Your  favor  in  selecting  our  bank  is  very  greatly  appreciated,  the  more  so  because  the 
account  comes  to  us  insolicited. 

With  assurance  of  my  highest  personal  regards,  and  best  wishes,  we  remain, 
Faithfully,  yours, 

I  wanted  that  understood,  that  at  no  time  did  I  solicit  the  account 
from  the  American  Red  Cross,  nor  would  I  have  done  it,  being  one 
of  its  officers,  a  member  of  its  finance  committee,  and  chairman  of  its 
second  Red  Cross  war  fund  of  the  Potomac  Division. 

Going  on  to  the  next  day,  March  13,  1918,  in  this  letter  from  Mr. 
Hugh  b.  Bird,  assistant  treasurer  of  the  Red  Cross,  to  Mr.  White, 
chairman  of  the  Potomac  Division 

Senator  Calder.  Pardon  me.     Who  is  Mr.  Bird  ? 

Mr.  Poole.  He  is  assistant  treasurer  of  the  American  Red  Cross. 

Senator  Calder.  A  Washington  man  ? 

Mr.  Poole.  I  could  not  tell  you  that.     I  think  not. 

Senator  Calder.  Where  does  he  come  from  ? 

Mr.  Poole.  He  is  related  to  Mr.  Williams,  I  am  told.  Mr.  Wil- 
liams can  tell  you.     (Addressing  Mr.  Williams:)  He  is  not  ? 

Senator  Calder.  He  had  been  associated  with  Mr.  Williams  in 
business,  you  understand  ? 

Mr.  Poole.  No.  I  was  told  that  he  was  related  to  him  in  some 
way.  But  I  do  not  know  anything  about  the  accuracy  of  that.  I 
onfy  know  Mr.  Bird  slightly.  In  this  letter  from  Mr.  Bird,  the 
assistant  treasurer,  to  Mr.  White,  the  manager  of  the  Potomac 
Division,  he  says: 

March  13,  1918. 
Hon.  Henry  White, 

Manager  Potomac  Division,  American  Red  Cross, 

Washington,  D.  C. 

My  Dear  Mr  .  White  :  Yours  of  the  1 1th  instant  received ,  and  we  note  that  you  have 
transferred  the  account  which  is  subject  to  our  check  to  the  Federal  National  Bank. 
We  are  at  a  loss  to  understand  how  Mr.  Andrus  so  completely  misunderstood  our 
wishes  in  regard  to  the  matter.  One  of  our  divisions,  the  territorial,  already  has  its 
account  in  the  Federal  National — 

And  I  call  your  attention  to  the  fact  that  the  balance  that  day  was 
$575.18— 

And  we  wish  the  Potomac  Division  funds  kept  in  the  American  Security  &  Trust 
Co.,  to  which  bank  we  will  immediately  transfer  the  $389,518.11. 

That  is  where  they  came  from;  and  yet,  under  date  of  January 
17,  he  was  prodding  them  along  to  know  why  they  did  not  select 
some  bank. 

We  inclose  herewith  signature  cards  for  Federal  National  Bank. 

We  would  appreciate  hereafter  deposits  made  to  be  subject  to  our  check,  to  be 
placed  in  the  American  Security  &  Trust  Co.,  to  the  credit  of  the  American  National 
Red  Cross. 
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I  am  taking  the  liberty  of  inclosing  herewith  carbon  copy  of  our  lett  r  to  your  Mr. 
Andrue  dat^of  January  8,  with  special  reference  to  the  second  paragraph  of  that  letter. 
Very  truly  youre, 

Hugh  S.  Bird, 
Assistant  Treasurer,  American  Red  Cross. 

The  copy  of  the  letter  I  have  not  got,  and  I  come  into  possession 

of  this  copy,  as  you  will  see,  by  its  being  inclosed  to  me  in  a  letter 

dated  March  14,  1918,  from  Henry  White,  manager  of  the  Potomac 

Division,  who  says: 

March  14,  1918. 
Mr.  John  Poolb, 

President  Federal  National  Bank, 
Fourteenth  andG  Streets,  City. 
Dear  Mr.  Poole:  I  am  in  receipt  of  your  letter  of  yesterday,  for  which  I  thank 
you,  and  I  inclose  herewith  the  copy  of  a  letter  which  I  have  just  received  from  the 
assistant  treasurer  of  the  American  Red  Cross,  with  the  signature  cards  therein  re- 
ferred to. 

You  will  observe  therefrom  that  my  transfer  of  funds  from  the  American  Security  & 
Trust  Co.  to  your  bank  was  the  result  of  a  misunderstanding  between  Mr.  Andrus 
director  of  the  bureau  of  accounting  of  this  division  and  national  headquarters. 

I  much  regret  to  have  given  you  the  trouble  of  opening  the  account  in  question, 
only  to  have  it  transferred  back  again  to  the  American  Security  &  Trust  Co.  Unfor- 
tunatclv,  I  acted  upon  a  verbal  statement  from  Mr.  Andrus  instead  of  writing— as  I 
should  nave  done — to  Mr.  Bird,  the  assistant  treasurer,  for  his  instructions  in  the 
matter. 

Very  sincerely,  yours, 

Henry  White,  Manager  Potomac  Division. 

The  point  about  this  is  that  in  the  earlier  letter  he  says  Mr.  Wil- 
liams has  the  selection  of  these  depositories,  and  prods  Mr.  White 
along  to  select  the  bank.  Mr  White  tells  you  in  his  letter  of  the  later 
date  that  he  had  transferred  it  from  the  American  Security  &  Trust 
Co.  to  us,  and  we  see  by  these  other  letters  of  Mr.  White  to  Mr.  Bird 
that  the  funds  were  immediately  withdrawn  from  our  bank  and 
placed  in  the  American  Security  &  Trust  Co.  I  was  told — and  I  can 
not  prove  it  at  all — that  they  had  received  instructions  to  transfer 
those  funds  to  another  bank,  and  they  did  not  want  to  transfer  them 
to  the  other  bank,  and  they  simply  came  and  deposited  them  with  us. 
After  having  been  instructed  to  select  a  bank,  they  selected  a  bank 
and  gave  it  to  us  unsolicited.     That  is  all  the  information  I  have. 

Senator  Newberry.  Did  you  let  the  matter  of  the  Red  Cross 
deposits  drop  there? 

Mr.  Poole.  I  did  not.  I  went  over  to  see  Mr.  Harvey  D.  Gibson, 
who  is  president  of  the  Liberty  National  Bank  in  New  York,  a  man 
with  whom  I  am  well  acquainted,  and  a  bank  with  which  we  have  a 
great  deal  of  business.  I  talked  with  Mr.  Samuel  M.  Grier,  formerly 
with  the  Chesapeake  &  Potomac  Telephone  Co.  of  Maryland,  a  com- 
panv  on  whose  board  I  am  a  member.  Mr.  Grier  has  since  been 
made  vice  president  of  the  Bankers'  Trust  Co.  of  New  York.  I  told 
them  there  was  something  very  strange  about  this  that  I  could  not 
understand,  and  I  asked  them,  as  friends,  if  they  would  not  try  to 
find  out  for  me  just  what  the  real  situation  was.  A  business  which 
was  seeking  its  way  into  our  bank  was  being  diverted  from  it  by  some 
outside  influence.  There  is  no  good  reason  that  is  given  there  for 
taking  that  deposit  away  from  us.  We  did  not  seek  it;  it  sought  us. 
But  somebody  determined  that  it  should  be  taken  away  from  us,  and 
it  went,  and  naturally  I  would  follow  it  up.     I  did  not  get  any  satis- 
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faction  at  all  from  either  one  of  tho-e  men.  I  could  not  learn  from 
either  one  of  them  whv  that  account  was  taken  awav  from  us.  If  thcv 
learned  they  never  communicated  it  to  me. 

Senator  Calder.  And  you  do  not  know  even  to  this  day? 

Mr.  Poole.  I  do  not  know  to  this  day.  I  draw  this  conclusion, 
that  the  statements  being  before  me  that  Mr.  Williams  has  the  selec- 
tion of  these  depositories,  and  Mr.  Williams  telling  me  twice,  when 
I  sought  the  approval  of  our  bank  for  another  fund,  that  he  would 
not  approve  it  while  Mr.  Hogan  was  on  our  board,  that  Mr.  Williams 
had  something  to  do  with  the  funds  being  taken  away  from  our 
bank.  I  do  not  accuse  him  of  that,  but  I  do  say  that  it  seems  to  ni<» 
that  is  perfectly  possible  to  have  been  the  case.  I  know  we  had  them, 
and  I  know  we  lost  them. 

The  Chairman.  Have  you  any  doubt  in  your  mind  as  to  the  cau<w 
of  the  removal  of  this  fund  ? 

Mr.  Poole.  I  do  not  know  why  the  funds  were  removed.     Yes: 

1  have  a  doubt  in  my  mind  about  it.  That  is  the  best  guess  I  have. 
Naturallv,  I  have  a  doubt  until  I  am  certain  about  it,  because  I 
have  no  means  of  knowing.  But  I  do  not  think  that  is  a  bad  guess, 
when  Mr.  Williams  tells  me  positively,  emphatically,  to  my  own 
face,  that  he  would  not  approve  our  bank  for  funds  that  he  has  any- 
thing to  do  with. 

The  Chairman.  There  was  something  said  about  distribution  of 
tax  funds  to  the  local  banks. 

Mr.  Poole.  I  do  not  know  what  Mr.  Hogan  said  in  regard  to  that; 
but  I  am  vory  familiar  with  it,  and  I  will  try  to  answer  any  question 
you  want.  Perhaps  I  can  help  you  in  that.  It  has  been  customary 
in  this  District  for  mav  years  for  the  Treasury  Department  to  deposit 
with  the  national  banks  of  the  town  several  millions  of  dollars. 

For  a  long  time  there  was  about  three  millions — the  last  few  years 
it  has  been  four  millions — distributed  among  national  banks  on  the 
basis  of  their  deposits,  as  found  in  the  comptroller's  reports.  There 
is  so  much  money  paid  in  here  in  one  month  to  the  collector  of  taxes 
that  it  wrould  be  a  terrific  drain  on  the  banks  to  pay  that  all  out  in 
cash  and  put  it  right  into  the  Treasury.  So  the  'treasury,  with  a 
view  to  relieving  the  situation  somewThat,  redeposits  with  the  national 
banks  perhaps  50  to  60  per  cent  of  this  total  sum,  for  which  they  get 

2  per  cent  interest  and  the  usual  security.  It  is  deposited  returnable 
on  demand,  but  it  is  usuallv  returnable  the  first  pavment  about  two 
months  after  deposit,  and  then  monthly  thereafter  the  middle  of  each 
month  until  January  or  February.  This  year  the  deposit  is  bein^ 
withdrawn  50  per  cent  July  15  ancl  50  per  cent  the  13th,  14th,  or  15th 
of  August;  I  torget  the  exact  date,  depending  on  whether  Sunday 
comes  in  there. 

I  rather  imagine  that  the  thing  you  have  in  your  mind  had  to 
do  with  the  deposit  of  the  tax  funds  in  all  national  banks.  This 
year  all  national  banks  in  Washington  participate  in  those  funds 
on  a  perfectly  equitable  basis. 

The  Chairman.  Do  you  mean  since  the  incumbency  of  Secretary 
Glass  ? 

Mr.  Poole.  Yes.  For  several  years  back,  I  do  not  know  how  many, 
but  I  could  find  out,  or  you  can  find  out,  the  calculations  were  made 
to  find  out  how  much  each  national  bank  would  get  out  of  a  certain 
sum  of  money,  we  will  say  four  millions,  and  then  deposits  were  made 
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in  all  of  those  national  banks  except  the  Riggs.  I  do  not  know 
whether  that  is  what  you  are  after  or  not. 
Senator  Fletcher.  Has  the  Federal  always  had  its  full  share  ? 
Mr.  Poole.  We  have  always  had  our  full  proportionate  share;  yes, 
sir.  Personally,  I  have  always  felt  that  the  Riggs  ought  to  have  nad 
their  share.  I  have  nothing  to  do  with  that,  but  I  am  just  express- 
ing an  individual  thought. 

The  Chairman.  Mr.  Hogan  testified  with  regard  to  the  examina- 
tions of  the  banks  that  the  examinations  are  required  by  law  twice 
every  year.  I  think  he  stated  that  about  the  time  this  controversy 
was  on  with  the  Riggs  Bank  the  examiners  were  so  busy  ascertaining 
the  condition  of  that  bank  that  they  did  not  examine  the  other  na- 
tional banks  in  Washington.     Have  you  any  knowledge  of  that? 

Mr.  Poole.  I  only  have  knowledge  of  the  times  that  they  ex- 
amined our  bank.  I  do  not  know  about  the  examinations  of  other 
banks. 

The  Chairman.  Was  there  any  time  in  which  they  failed  to  ex- 
amine vour  bank  twice  a  year  ? 

Mr.  1?oole.  Yes;  and  of  that  condition  we  have  no  complaint  to 
make  at  all.     But  it  is  true  that  we  were.not  examined  twice  regularly 
yearly. 
The  Chairman.  That  is  all. 
Senator  Fletcher.  What  time  was  that  ? 

Mr.  Poole.  We  had  one  examination  in  1913.     We  had  one  ex- 
amination in  1914.     We  had  one  examination  in  1915.     We  had  one 
examination  in  1917. 
The  Chairman.  None  in  1916? 

Mr.  Poole.  Two  in  1916,  two  in  1918,  and  only  one  so  far  this  year, 
but  that  was  natural.  This  is  only  the  first  half.  We  caught  that 
in  the  first  half. 

The  Chairman.  Do  any  other  members  of  the  committee  wish  to 
ask  Mr.  Poole  any  questions  ?  If  not,  Mr.  Poole,  I  think  that  is  all. 
Senator  Fletcher.  Do  you  know,  Mr.  Poole,  whether  these  Emer- 
gency Fleet  Corporation  funds  about  the  time  they  were  withdrawn 
From  jour  bank  were  actually  deposited  after  that  in  the  Treasury  of 
the  I nited  States? 
Mr.  Poole.  I  do  not  know  that. 

Senator  Fletcher.  I  have  the  impression  that  they  were  with- 
drawn from  banks  and  put  into  the  Treasury  about  that  time.     I  did 
not  know  whether  you  knew  of  that  or  not. 
Mr.  Poole.  Is  that  all,  Senator  ? 
The  Chairman.  Yes,  Mr.  Poole. 
(The  witness  was  thereupon  excused.) 

The  Chairman.  Mr.  Jones,  of  Philadelphia,  is  not  here  at  this  time. 
I  did  not  request  him  to  appear  this  morning,  because  I  was  under  the 
impression  tnat  Mr.  Poole  would  take  the  morning,  and  that  the  commit- 
tee would  then  want  to  adjourn  and  attend  the  meeting  of  the  Senate. 
He  was  here  two  or  three  days  last  week,  but  did  not  have  an  oppor- 
tunity to  testify,  and  I  thought  that  when  we  asked  him  to  appear 
again  we  ought  to  fix  the  day  when  he  certainly  could  be  heard. 
There  are  no  other  witnesses  here  this  morning.  I  understand  that 
Congressman  McFadden  is  present,  but  that  he  is  not  prepared  to  go 
this  morning. 
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• 

Mr.  McFadden.  The  reason  for  that  is,  Mr.  Chairman,  that  if  I  do 
start  in  it  would  take  some  considerable  time,  and  owing  to  the  death 
of  a  relative,  I  am  having  to  leave  the  city  this  afternoon,  and  I  would 
prefer,  if  it  is  possible,  to  appear  at  a  later  date. 

The  Chairman.  I  know  of  no  reason  why  Mr.  Williams  can  not 
answer,  if  he  is  prepared  now,  the  witnesses  who  have  already  testi- 
fied, with  the  understanding  that  he  shall  have  an  opportunity  to 
answer  other  witnesses  as  they  are  brought  on.  Are  you  ready  to 
go  on,  Mr.  Williams  ? 

Mr.  Williams.  I  am,  sir. 

The  Chairman.  All  right.  We  may  as  well  go  ahead  until  12 
o'clock.    You  may  proceed  until  12  o'clock,  Mr.  Williams. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS,  COMPTROLLER 

OF  THE  CURRENCY. 

Mr.  Williams.  Mr.  Chairman,  if  it  would  be  agreeable  to  the  com- 
mittee, I  should  like  to  take  up  the  Cooper  matter  where  we  left  off. 

The  Chairman.  You  may  proceed  in  your  own  way,  Mr.  Williams, 
as  far  as  the  chairman  of  tne  committee  is  concerned. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  in  beginning  the 
statement  which  I  am  about  to  make,  I  venture  to  express  the  hope 
that  I  will  not  be  interrupted  unless  some  Senator  desires  to  interrupt 
me  and  ask  me  some  question,  which  then  I  should  be  very  happy  to 
answer,  of  course. 

I  shall  now  show  you  the  falsity  of  Mr.  Coopers  declaration  to  the 
committee  that  I  had  sent  for  the  directors  of  the  United  States 
Savings  Bank  and  Union  Savings  Bank  and  had  endeavored  to  get 
them  to  call  Mr.  Cooper  off  in  his  opposition  to  my  confirmation.  I 
will  submit  to  you  letters  from  the  only  directors  for  whom  I  sent, 
Messrs.  Milburn  and  Anderson,  which  shows  that  there  was  no  ground 
for  his  charges,  but  that,  on  the  contrary,  I  had  informed  them  both 
that  I  would  prefer  Mr.  Cooper's  opposition  to  his  support. 

Here  is  a  letter,  first,  from  Mr.  W.  W.  Anderson,  Union  Trust 
Building,  Washington,  D.  C,  July  8,  1919: 

[W.  W.  Anderson,  room  521,  Union  Trust  Building,  Washington,  D.  C.J 

July  8,  1919. 
Hon.  John  Skelton  Williams, 

Comptroller  of  the  Currency,  Washington,  D.  C. 

Dear  Sir:  I  beg  to  acknowledge  the  receipt  from  you  of  this  date  the  following 
letter: 

Treasury  Department, 
Office  of  the  Comptroller  of  the.  Currency, 

Washington,  July  8, 1919. 
Mr.  W.  W.  Anderson,  Washington,  D.  C. 

Dear  Sir:  The  following  extract  is  taken  from  pages  211  and  212  of  the  hearing 
before  the  Committee  on  Banking  and  Currency  of  the  United  States  on  February 
17,  1919: 

"  Senator  Hitchcock.  You  have  said  all  you  care  to  say  concerning  your  conver- 
sation with  Messrs.  Lyon  &  Lyon  and  Mr.  Milburn  and  other  officers  of  the  bank? 

"Mr.  Williams.  Those  were  the  only  three  officers  of  the  Union  Savings  Bank 
that  I  had  any  conversation  with.  I  think  they  were  the  only  officers  of  the  bank 
so  far  as  I  recall — I  did  not  know  any  of  them. 

"Senator  Hitchcock.  Did  you  call  in  any  of  the  officers  or  directors  of  the  other 
bank? 

"Mr.  Williams.  Then  for  the  reasons  set  forth  as  to  the  Union  Savings  Bank  and 
apprehending  the  effect  it  would  have  upon  any  other  bank  with  which  Wade  Cooper 
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wm  connnected,  who  was  doing  the  advertising  in  the  Newark  paper,  and  fearing 
that  perhaps  some  other  comments  might  be  published  in  other  papers,  I  looked 
through  the  list  of  stockholders  of  the  United  States  Savings  Bank  and  saw  that  Mr. 
Anderson,  whom  I  had  never  had  the  pleasure  of  knowing  before,  was  the  largest 
stockholder  in  that  bank.  I  therefore  had  my  office  to  arrange  and  request  Mr. 
Anderson  to  call  at  the  Comptroller's  ottice.    Mr.  Anderson  is  in  the  room  now. 

"I  went  over  substantially  the  same  grounds  with  him  which  I  had  with  Mr.  Mil- 
burn,  and  also  took  pains  to  impress  upon  him  the  fact  that  it  was  a  solemn  duty  I 
felt  I  owed  to  him  as  a  director  and  stockholder  of  the  bank  to  inform  him  of  the 
activities  of  the  president;  that  had  it  not  been  for  the  restraining  hand  of  the  comp- 
troller's office,  I  felt  sure  the  bank  would  have  gotten  in  trouble  long  before  this, 
but  Mr.  Cooper  was  apparently  going  ahead  without  the  knowledge  of  his  directors 
or  shareholders  in  his  propaganda,  and  I  therefore  thought,  if  Mr.  Milburn  was  not 
informed,  although  a  vice  president  of  the  bank,  as  to  these  activities  of  Mr.  Cooper, 
that  probably  the  directors  of  the  United  States  Savings  Bank  were  in  the  same 
condition.  I  thereupon  had  this  conversation  with  Mr.  Anderson  and  told  him  exactly 
what  was  being  done. 

**  Senator  Hitchcock.  Did  you  ask  either  or  any  of  these  gentlemen  to  have  Mr. 
Cooper  drop  this  agitation? 

"Mr.  Williams.  On  the  contrary,  I  asked  them  please  to  understand  that  I  would 
prefer  Mr.  Cooper's  opposition  to  his  support.  I  do  not  see  Mr.  Milburn  here,  but  Mr. 
Anderson  is  here,  and  1  have  no  doubt  he  will  corroborate  that  statement.  I  did  not  ask 
either  of  them  to  do  it,  but  I  felt  it  was  simply  an  injustice  to  the  bank  to  have  the 
bank  advertised  in  that  dangerous  way,  on  its  letterheads,  by  letters  signed  by  its 
president,  as  was  being  done  in  the  letter  to  the  Newark  News. 

"Senator  Hitchcock.  Did  you  make  any  suggestions  as  to  what  they  should  do? 

"Mr.  Williams.  I  did  not.  I  said,  'I  want  to  inform  you  gentlemen  as  to  what 
is  being  done  and  the  way  your  bank's  paper  is  being  used — these  letters  being  sent 
out,  letters  containing  obvious  misstatements  on  their  face — and  I  think  you  should 
know  of  it/  And  I  said  to  Mr.  Anderson,  as  I  said  to  Mr.  Milburn,  '  This  is  not  for 
the  purpose  of  having  you,  as  far  as  I  am  concerned,  to  call  Mr.  Cooper  off,  or  to  have 
him  cease  his  personal  activities  of  any  sort,  but  I  want  to  protect  the  bank.  I 
prefer  his  opposition  to  his  support. ' " 

I  will  thank  you  to  state  whether  or  not  my  statement  before  the  committee  as 
quoted  above,  relating  to  the  conversation  which  I  had  with  you  in  February,  1919, 
when  I  requested  you  to  all  at  the  Comptroller's  office  and  showed  you  the  photostat 
copy  of  the  letter  which  Mr.  Wade  H.  Cooper  had  sent  to  the  Newark  Evening  News 
is  in  accordance  with  the  facts  as  you  know  them  to  be. 
Very  truly  yours, 

Jno.  Skelton  Williams. 

In  accordance  with  my  recollection  the  extract  quoted  by  you  from  pages  211  and 
212  of  the  hearing  before  the  Banking  and  Currency  Committee  of  the  United  States 
Senate  February  17,  1919,  is  practically  the  gist  of  our  conversation  to  which  you 
refer. 

Very  truly  yourB, 

WT.  W.  Anderson. 

The  letter  from  Mr.  Milburn  is  as  follows: 

0 

[Milburn,  Holster  &  Co.,  Architects,  Washington,  D.  C] 

July  8,  1919. 
Hon.  John  Skelton  Williams, 

Treasury  Department,  Washington,  D.  C. 

Dear  Sir:  I  am  in  receipt  of  your  letter  of  the  5th  instant  and  carefully  noted 
the  c  intents  thereof. 

I  have  not  that  here.     I  ask  that  you  put  in  my  letter  of  the  5th. 

Senator  Henderson  :  Is  you  letter  of  the  oth  similar  to  the  letter 
to  Mr.  Anderson  ? 

Mr.  Williams.  Yes,  sir,  along  the  same  lines.  I  called  attention 
in  that  letter  to  the  fact  that  I  had  sent  for  Mr.  Milburn  in  February, 
that  that  was  the  only  occasion  when  I  had  sent  for  him,  and  I  had 
not  seen  him  since  or  communicated  with  him  in  any  way  except 
on  an  occasion  when  he  voluntarily  came  into  my  office  with  Messrs. 
Lyon,  of  counsel  for  the  bank. 
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If  my  recollection  of  the  interviews  in  question  serves  me  correct,  I  am  of  the 
opinion  that  the  statement  contained  iii  your  letter  as  to  what  was  said  by  you  at 
tnese  two  interviews  was  substantially  correct. 

» 

I  can  not  recall  you  making  any  threats  as  to  what  you  would  do.  If  I  remember 
the  conversations  above  mentioned  you  severely  criticised  and  roasted  Mr.  Cooper 

gersonally  and  his  actions  as  a  bank  president,  and  further  stated  that  he  was  not  a 
t  person  to  be  president  of  any  bank  and  that  you  felt  it  your  duty  to  do  everything 
in  your  power  to  protect  the  banks  under  your  supervision.  As  I  now  further  recall 
it,  you  asked  this  question,  "What  would  happen  to  the  two  banks  in  question  if  the 
public  knew  all  the  facts  about  Mr.  Cooper  and  his  methods?  " 

I  do  not  consider  that  I  was  intimidated  or  terrified  nor  do  I  think  either  member 
of  the  firm  of  Lyon  &  Lyon  were. 
Yours,  very  truly, 

Frank  P.  Milburn. 

As  I  explained,  on  the  occasion  of  Mr.  Milburn's  voluntary  visit  to 
my  office  a  few  days  after  his  visit  when  I  had  sent  for  him,  he  was 
accompanied  by  Messrs.  Lyon  &  Lyon.  Here  is  a  postcript  to  Mr. 
Milburn's  letter: 

Hon.  John  Skelton  Williams: 

I  have  read  your  letter  of  July  5  addressed  to  Mr.  Frank  P.  Milburn  and  the  above 
reply,  and  according  to  my  recollection  I  think  the  statements  contained  in  said 
reply  are  correct. 

R.  B.  F.  Lyon. 

The  Chairman.  You  sent  for  him  in  the  first  instance? 

Mr.  Williams.  Mr.  Milburn,  yes,  because  he  was  the  vice  president 
of  the  bank  whose  name  was  on  the  letterheads  on  which  Mr.  Cooper's 
communications  were  being  sent  out,  and  in  my  letter  I  stated  exactlv 
why  I  sent  for  him.  Mr.  Chairman,  at  the  last  meeting  at  which 
Mr.  Cooper  testified,  he  made  some  statement  about  some  other 
charges  which  he  desired  to  make  before  an  executive  meeting,  if 
made  at  all.  If  he  has  any  charges  that  he  desires  to  make,  I  ask 
that  they  be  made  in  open  meetmg,  or,  if  those  charges  have  been 
communicated  privately  by  him  to  any  member  of  the  committee, 
I  hope  that  they  will  be  brought  out.  Of  course,  if  he  had  thought 
of  making  charges  and  has  withdrawn  them,  I  presume  that  would 
end  it. 

The  Chairman.  I  know  nothing  about  that,  Mr.  Williams.  If  he 
has  any  further  charges  to  make,  you  will  have  an  opportunity  to 
request  that  they  be  made  in  the  open,  and  I  have  no  doubt  that 
your  request  will  be  granted. 

Mr.  Williams.  Mr.  Chairman,  I  wish  now  to  submit  to  the  Com- 
mittee, and  asjc  that  it  be  incorporated  in  the  record,  my  circular 
statement  of  May,  1919,  the  first  page  of  which  was  read,  I  believe, 
by  Mr.  Cooper,  and  perhaps  a  portion  of  the  second  page.  But  I  ask 
that  the  entire  circular  be  incorporated  in  the  records  of  this  meeting. 

The  Chairman.  If  you  think  it  is  important,  Mr.  Williams.  But 
you  can  see  the  undesirability  of  stuffing  this  record  with  inconse- 
quential matter.  It  is  bound  to  be  a  large  record  in  any  event,  and 
the  government  has  to  pay  for  printing  it.  If  you  think  it  is  important 
I  suppose  it  will  have  to  go  into  the  record.  But  I  hope  you  will  be 
careful  about  it. 

Mr.  Williams.  I  think  it  is  important  in  view  of  the  remarks  which 
were  made  by  Mr.  Cooper  in  regard  to  it,  and  the  portions  of  it 
which  he  read. 

The  Chairman.  Very  well. 
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Mr.  Williams.  I  will  also  state  that  I  will  read  the  first  page,  as 
an  answer,  an  explanation,  of  why  I  sent  this  memorandum  out  to 
certain  parties  to  whom  I  thought  this  would  be  of  interest  or  of 
value. 

CHARACTER  AND   MOTIVES   OP   OPPOSITION   BEFORE   SENATE  COMMITTEE  TO  CONFIRMA- 
TION   OF  THE   COMPTROLLER   OF  THE  CURRENCY. 

vThe  within  memorandum  has  been  prepared  for  those  likely  to  be  interested  because 
a  number  of  bankers  harve  expressed  a  wish  to  know  the  facts  of  the  matter  involved, 
and  there  is  reason  to  believe  that  misleading  and  false  statements  directed  against 
this  bureau  have  been  dissemminated  by  several  of  the  persons  referred  to  herein. 

It  is  believed,  further,  to  be  in  the  interest  of  sound  banking  to  present  these  facts. 
Our  national  banks  have  made  a  record  for  efficiency,  growth,  soundness,  and  prudent 
and  honest  management  which  is  wonderful,  and  without  precedent  in  the  history  o 
commerce  in  this  country  or  any  other. 

Mr.  Cooper  (interrupting).  Mr.  Chairman,  I  do  not  like  to 
interrupt 

The  Chairman.  Mr.  Cooper,  you  must  not  interrupt. 

Mr.  Cooper.  But  I  understand 

The  Chairman.  Mr.  Cooper,  you  must  not  interrupt.  Please 
take  your  seat. 

Mr.  Cooper.  I  will  not  interrupt  if  the  chairman  insists. 

Mr.  Williams.  This  continues: 

'Mien  the  vast  majority  of  the  nearly  8,000  national  banks  are  so  managed  as  to 
oounand  the  respect  and  confidence  of  the  officials  most  intimately  in  touch  with 
th«*m.  it  is.  in  the  opini  m  of  the  office  of  the  Comptroller  of  the  Currencv,  proper  and 
in  the  interest  of  decent  banking,  and  especially  for  the  protection  of  the  particular 
haiu.H  directly  concerned,  to  present  for  pitiless  publicity  or  the  judgment  of  the 
ban  ring  community,  transactions  and  methods  s>  deserving  of  cirtieism  and  censure 
as  those  described  within,  and  the  motives  of  the  men  guilty  of  such  transactions, 
who  have  been  the  source  of  malign  attacks  upon  this  office. 

The  Chairman.  Pardon  me  for  an  interruption.  Do  you  intend 
to  read  this  letter  which  you  have  just  requested  to  be  printed  in 
the  record?     That  involves  printing  it  twice  you  understand. 

Mr.  Williams.  It  was  not  printed  in  the  previous  testimony. 

The  Chairman.  But  you  have  just  asked  to  have  it  printed  as  a 
whole.  Now  you  are  reading  it  to  the  stenographer.  That  involves 
printing  it  twice. 

Mr.  Williams.  I  do  not  want  to  have  it  printed  twice. 

The  Chairman.  Of  course,  all  you  read  will  be  printed,  and  then 
your  letter  will  be  printed. 

Mr.  Williams.  If  I  read  it,  I  shall  not  ask  to  have  it  printed 
again. 

The  Chairman:  There  is  no  objection  to  your  proceeding  with 
that  understanding. 

Mr.  Williams:  It  continues: 

MEMORANDUM  CONCERNING  THE  HEARINGS  BEFORE  THE  BANKING  AND  CURRENCY 
COMMITTEE  OP  THE  UNITED  STATES  SENATE  ON  THE  PRESIDENT'S  NOMINATION  OP  JOHN 
SKELTON   WILLIAMS   FOR   A   SECOND  TERM   AS  COMPTROLLER   OF  THE  CURRENCY. 

When  the  President  Bent  to  the  United  States  Senate  the  nomination  of  John  Skelton 
Williams  to  be  Comptroller  of  the  Currency  for  a  second  term,  the  nomination  was 
referred,  as  usual,  to  the  Banking  and  Currency  Committee  for  recommendation. 

The  committee  proceeded  to  hear  all  who  might  have  reasons  to  offer  against  the 
confirmation  of  the  nomination  or  who  had  complaints  to  present  against  the  manage- 
ment of  the  office.    Wide  publicity  was  given  this  fact  through  the  newspapers. 
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Under  the  auspices  of  L.  J.  Cooper,  president,  the National  Bank  of 

was  being  so  seriously  mismanaged  that  its  solvency  was  threatened.  The  bank  has 
for  several  years  been  on  the  "Special  list"  for  frequent  examination  and  special 
watchfulness.  The  irregular  transactions  and  character  of  the  business  of  this  tank 
were  such  as  to  create  grave  distrust  on  the  part  of  the  examining  officers  as  to  its 
operations.  Among  other  notes  which  were  found  in  the  bank's  assets  was  one  for 
$1,950  bearing  what  claimed  to  be  the  signature  of  Mrs.  Blanche  Cooper,  the  wife  of 
the  president.  The  suspicions  of  the  examiners  were  aroused,  but  Mr.  Cooper  assured 
them  that  the  note  was  all  right.  As  the  note  remained  in  the  bank,  an  investigation 
was  made  to  determine  its  status,  and  Mrs.  Cooper  upon  being  personally  notified  of 
the  note  wrote  a  letter  to  the  bank,  denying  the  genuineness  of  her  signature  and  ask- 
ing under  the  circumstances  to  be  relieved  of  the  necessity  of  giving  further  details. 
A  photostatic  copy  of  her  letter  is  submitted  herewith.  The  original  of  that  letter 
is  in  the  possession  of  the  national  bank  examiner. 

Some  tune  after  the  receipt  of  Mrs.  Cooper's  letter  denying  the  genuineness  of  her 
signature,  the  note  was  paid  bv  a  connection  of  the  family,  and  after  its  payment 

L.  J.  Cooper,  the  husband  of  Blanche  Cooper,  and  former  president  of  the 

national  bank  of admitted  to  Chief  national  Bank  Examiner  Higgins  of  the 

sixth  Federal  reserve  district,  that  he  had  forged  his  wife's  signature  to  the  note. 

(The  letter  referred  to  in  the  foregoing  statement,  which  Mrs.  Cooper,  wife  of  Wade 
Cooper's  brother,  Lawrence  J.,  wrote  to  the  president  of  the  national  bank  who  had 
been  elected  to  succeed  her  husband  who  had  been  forced  to  resign,  denying  the 
genuineness  of  her  alleged  signature  to  a  $1,950  note  then  held  by  that  bank,  which 
her  husband.  Lawrence  J.  Cooper,  subsequently  confessed  to  a  national  bank  examiner 
that  he  had  forged,  was  as  follows: 

" May  23,  191$. 

" National  Bam:9  ,  President,  . 

"  Dear  sir.  Your  letter  of  22nd  instant  was  delivered  to  me  by  special  deliver)', 
registered  mail.  In  this  letter  you  refer  to  a  note  dated  in  February,  1917,  on  which 
I  am  supposed  by  you  to  be  liable.  You  letter  was  the  first  information  I  had  of  any 
such  note. 

"  I  can  only  answer  your  letter  by  stating  positively  and  emphatically  that  I  deny 
liability  on  tne  note  referred  to  in  your  letter.  Under  the  circumstances  in  which 
am  placed  I  feel  sure  that  you  can  not  expect  me  to  go  further  in  giving  any  explana- 
tion.    I  am, 

u  Yours,  very  truly, 

"Blanche  S.  (Mrs.  L.  J.)  Cooper.") 

Since  the  warrants  were  issued  in  Chicago  less  than  a  year  ago  for  the  arrest  of 
L.  J.  Cooper  for  fraud  and  for  conducting  a  confidence  game,  I  have  been  advised 
of  his  indictment  bv  the  State  courts  of  Georgia  for  other  unlawful  transactions  and 
that  he  has  been  refeased  on  $10,000  bond. 

I  attach  herewith  copy  of  an  article  appearing  in  the  Chicago  Tribune  of  March 
13,  1918,  relative*  to  warrants  which  were  issued  for  the  arrest  of  L.  J.  Cooper,  former 

president  of  the National  Bank of  charging  him  with  fraud  and  with 

conducting  a  confidence  game.  The  order  for  his  extradition  to  Illinois  was  granted 
by  the  governor  of  Georgia,  but  proceedings  were  delayed  by  the  habeas  corpus 
proceedings.' 

In  testifying  before  the  Senate  committee  on  the  13th  instant  Wade  H.  Cooper 
stated  that  his  brother — L.  J.  Cooper — had  declined  to  consummate  a  proposed  trans- 
action with  the  Chicago  parties  because  he  had  become  dissatisfied  with  the  security 
which  they  had  offered  him.  The  report  in  the  Chicago  Tribune  indicates  that  the 
transaction  was  carried  through  and  that  the  bonds  were  delivered  by  Cooper  to  the 
Chicago  parties  in  the  Summer  of  1917,  but  that  in  December,  1917,  when  the  coupons 
were  sent  on  for  the  collection  of  interest  on  the  bonds  which  Cooper  had  delivered, 
it  was  then  ascertained  that  the  bonds  were  not  secured  by  a  mortgage  upon  the 
property  by  which  it  was  purported  to  be  secured. 

When  Wade  II.  Cooper  was  asked  on  Wednesday,  the  12th,  why  his  brother  did 
not  go  back  to  Chicago  to  face  the  charges  and  clear  himself,  he  replied  that  he  was 
afraid  that  he  "would  be  fed  to  the  lions." 

I  also  attach  herewith  a  letter  from  the  chief  national  bank  examiner's  office  in 
Chicago,  stating  that  the  Chicago  complainants  decided  not  to  push  the  case  further 
simply  because  of  the  expense  involved  in  its  prosecution  and  in  conducting  extra- 
dition proceedings. 

The  records  of  the  comptroller's  office  show  that  there  was  a  continuous  and  constant 
interlacing  and  exchange  of  loans  between  these  Cooper  interests  during  the  last  five 
years,  together  with  persistent  kiting  of  checks  as  to  some  of  the  borrowers.  The 
situation  has  been  regarded  by  this  office  as  an  exceedingly  dangerous  one  and  one 
which  has  called  for  constant  and  unremitting  attention  by  the  examining  officers  " 
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The  comptroller's  testimony  before  the  Senate  committee  set 
forth  in  some  detail  the  large  borrowings  by  the  Cooper  clique  and 
the  interlacing  loans  and  ik kiting' '  operations  carried  on  between 
some  of  the  small  banks  manipulated  by  this  group  of  men,  and 
which  threatened  the  solvency  of  the  institutions  with  which  they 
were  connected.  Several  of  these  banks  have  already  closed,  and 
others  are  in  a  precarious  condition. 

The  loans  to  W.  H.  Cooper  and  members  of  his  family,  some  of 
the  loans  entirely  unsecured,  and  others  collatcraled  by  worthless 
or  doubtful  securities,  were  found  scattered  through  many  of  the 
banks  which  were  under  the  supervision  of  the  comptroller's  office, 
these  loans  aggregating  hundreds  of  thousands  of  dollars.  It  is 
very  plain  why  the  Cooper  brothers  shrink  from  the  supervision  of 
their  operations  by  the  comptroller's  office;  and  why  they  object 
to  a  restraining  hand. 

The  comptroller's  testimony  continued: 

In  addition  to  loans  to  the  Cooper  brothers,  their  wives,  and  near  kinsmen  have  also 
bmi  liberal  borrowers  from  the  banks  with  which  they  have  been  connected.  The 
records  show  various  loans  to  N.  P.  and  W.  H.  Jenrett,  first  cousins  of  the  Coopers, 
the  money  being  borrowed  on  inadequate  and  insufficient  security.  This  office  has 
been  advised  that  N.  P.  Jenrett,  a  first  cousin  of  Wade  H.  Cooper,  who  is  shown  in 
the  records  as  a  borrower,  until  a  recent  date,  from  the  United  States  Savings  Bank, 
of  which  Wade  II.  Cooper  is  president,  has  been  indicted  in  connection  with  the 
theft  or  disappearance  01  about  $35,000  of  notes. 

As  to  Wade  II.  Cooper,  he  admitted  before  the  Senate  committee  on  Wednesday, 
the  12th  instant,  that  he  had  carried  as  an  asset  in  the  United  States  Savings  Bank 
a  *4,000  note  of  one  Stubblefield,  although  there  was  in  the  bank  at  the  time  a  secret 
agreement  relieving  the  maker  of  the  note  of  any  liability  thereon.  When  asked  by 
the  committee  as  to  why  this  was  done  he  stated  he  did  s«j  in  order  to  avoid  making  a 
rhar£p  against  the  surplus,  which  was  scant  at  the  time.  This  item  was  reported  as 
an  tsset  of  the  bank  in  a  sworn  statement  made  to  this  office  by  Mr.  Cooper's  bank, 
and  was,  therefore,  a  false  statement. 

Upon  another  occasion  in  an  examination  of  the  United  States  Savings  Bank  it  was 
found  that  the  bank  had  in  its  assets  94  notes  aggregating  $8,311,  which  were  forged, 
and  that  Wade  H.  Cooper,  president  of  the  bank  had  directed  that  an  arbitrary  charge 
of  approximately  this  amount  be  made  to  increase  the  equity  in  a  small  apartment 
house  which  the  bank  held,  as  Cooper  at  that  time  stated  to  Examiner  Trimble,  to 
keep  this  large  loss  from  showing  in  his  reports,  on  account  of  his  fear,  as  he  stated, 
that  if  this  loss  was  shown  it  might  cause  a  run  upon  his  bank  and  cause  them  serious 
trouble.  At  the  same  time  the  examiner  found  a  sworn  confession  of  the  man  who  had 
iorged  the  notes,  which  Wade  H.  Cooper  had  held  since  June  12,  1914.  No  report  had 
been  made  to  the  comptroller's  office  or  to  anyone  representing  the  Department  of 
Justice  as  to  these  forgeries. 

The  "  Bureau  of  National  Literature  and  Arts  "  is  a  corporation  which  has  been 
through  serious  financial  difficulties  and  the  control  of  which  has  been  acquired  by 
Wade  fl.  Cooper.  The  United  States  Savings  Bank  held  in  its  assets  certain  of  the 
bonds  of  this  company,  which  assets  had  been  subject  to  criticism  by  the  examiners. 
On  or  about  November,  1917,  the  banksold  approximately  $77,700  of  the  bonds  of  the 
Bureau  of  Literature  and  Arts  to  Thomas  E.  Cooper,  for  $12,432  or  approximately  16 
cents  on  the  dollar.  At  about  this  time  correspondence  between  the  Messrs.  Cooper 
indicates  that  they  themselves  placed  a  value  of  about  40  cents  on  the  dollar  on  the 
bonds,  or  two  and  one-half  times  the  price  at  which  they  were  sold  by  the  bank  to 
Thomas  E.  Cooper.  On  March  30,  1917,  Thomas  E.  Cooper  wrote  to  his  brother,  L.  J. 

Cooper,  at ,  as  follows:  *  'I  have  again  written  W.  H.  with  reference  to  purchasing 

bureau  bonds,  but  1  do  not  think  you  need  wait  on  him  as  I  have  no  idea  of  his  pur- 
chasing the  bonds  although  I  have  increased  my  bid  up  to  40  since  he  indicated  that 
he  could  buy  them  at  40. ' ' 

Two  months  later,  as  shown  by  the  minutes  of  May  12, 1917,  it  appears  that  Wade  H. 

hooper  visited and  appeared  before  the  board  of  directors  of  the National 

Bank  of ,  of  which  L.  J.  Cooper  was  president,  and  which  lank  was  then  in  a 

trttering  condition,  and  persuaded  them  to  buy  $30,000  of  the  bonds  of  the  Bureau  of 
Literature  and  Arts  at  100  cents  on  the  dollar,  taking  from  the  bank  therefor  the  sum 
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of  $30,000,  $15,000  of  which  was  in  a  New  York  draft  payable  to  Wade  H.  Cooper  and 
the  balance  was  delivered  to  or  for  the  personal  account  of  L.  J.  Cooper,  the  bank's 
president. 

The  records  show  that  on  May  21.  1917,  L.  J.  Cooper  wrote  to  his  brother.  D.  S. 
Co>per,  at  Dunn,  N.  C,  in  part  as  follows: 

*'  W.  II.  met  with  our  board  and  we  chewed  the  rag  for  two  or  three  hours.  The 
board  would  not  agree  to  buy  the  bonds  without  a  guarantee  from  W.  H.  to  loan  money 
on  them  at  5  per  cent  and  he  to  take  them  back  in  case  Mr.  J.  K.  disapproved.  W.  H. 
agreed  to  do  this  at  the  meeting  but  after  he  got  to  drawing  up  the  resolution  and 
agreement,  etc.,  he  got  a  little  skeptical  and  is  still  considering  whether  or  not  he 
should  send  the  bonds  down  under  the  board's  agreement. 

•'  I  wrote  him  a  dav  or  two  ago  and  wrote  Tom  also  that  they  had  better  send  the 
bonds  on  down  and  lets  put  them  in  regardless,  that  if  they  were  disapproved  they 
would  have  to  take  them  out,  but,  in  the  meantime,  would  give  me  a  new  lease  so  to 
speak. 

"Of  course  if  this  Chicago  proposition  goes  through  none  of  this  will  be  necessary  but 
I  am  not  at  all  sure  about  it  in  fact  I  will  not  believe  it  until  I  come  into  possession  of 
the  real  money.  I  may  go  to  Chicago  Tuesday  night.  If  I  do  I  will  be  there  early 
Wednesday  morning  and  I  can  tell  within  a  few  hours  what  prospects  are  for  a  sale;  in 
the  meantime  if  nothing  should  develop  I  shall  be  glad  to  let  you  hear." 

(The  "Mr.  J.  K."  referred  to  is  supposed  to  be  Bank  Examiner 
J.  K.  Doughton.) 

As  above  stated  the  transaction  referred  to  with  W.  H.  Cooper  was  consummated 
and  the  money  paid  over  to  W.  H.  and  L.  J.  Cooper. 

Several  months  later,  the  records  show  that  the  Cooper  brothers  endeavored  to  re- 
purchase from  the Bank  at  50  cents  on  the  dollar,  the  bonds  which  in  May, 

1917,  he  sold  at  100  cents  on  the  dollar.  The  transaction  was  the  subject  of  corre- 
spondence between  the  Cooper  brothers. 

After  unloading  $30,000  of  bonds  upon  his  brother's  bank,  at  more  than  five  times 
the  price  at  which  ho  sold  similar  bonds  a  few  months  later,  Wade  Cooper  refers  to  hia 
brother,  whom  he  had  thus  fleeced,  in  the  following  language,  at  the  hearing  the 
Comptroller  of  the  Currency  on  October  29,  1918. 

"We  made  him  [L.  J.  Cooper]  get  out  of  the  bank  because  he  was  not  attending  to 
his  business. ' ' 

On  May  24,  1918,  John  W.  Bennett,  formerlv  a  director  of  the National  Bank 

of ,  wrote  a  letter  to  W.  B.  Cooper  of  Wilmington  in  regard  to  this  transaction 

and  said  in  part : 

"I  note  also  what  you  say  with  reference  to  the  Bureau  of  Literature  bonds.  As 
stated  in  this  letter,  I  have"  no  further  connection  with  the  bank  and  have  no  ripht 
to  suggest  or  dictate  what  the  board  shall  do,  but  I  think  the  proposition  made  by 
you  and  your  other  brothers  with  reference  to  these  bonds  was  no  less  than  outrageous 
and  especially  in  view  of  the  fact  that  your  brother  appeared  before  the  board  of 
directors  of  this  bank  and  over  my  protests  induced  them  to  buy  the  bonds,  paving 
therefor  100  cents  on  the  dollar  and  for  you  and  your  other  brothers  to  submit  a 
proposition  of  paying  one-half  that  price  for  them,  "as  I  say,  impresses  me  as  being 
no  less  than  an  outrageous  proposition. 

"It  is  one  that  would  never  under  any  circumstances  be  considered  by  me  if  I  was 
connected  with  the  bank. " 

The  record  further  shows  that  six  months  after  Wade  H.  Cooper  had  induced  the 

National  Bank  of to  buy  the  $30,000  of  bonds  from  himself  at  100  cents 

on  the  dollar,  he  appeared  before  the  board  of  directors  of  the  United  States  Savings 
Bank  and  approved  a  transaction  by  which  the  board  of  directors  of  that  bank,  of 
which  he  was  president,  sold  to  his  brother,  Thomas  E.  Cooper,  of  Wilmington,  the 
entire  holdings  of  the  United  States  Savings  Bank  in  bureau  bonds  at  16  cents  on 
the  dollar. 

The  Bureau  of  Literature  and  Arts  was  a  close  corporation  which  was  being  manipu- 
lated by  Wade  II.  Cooper,  and  it  was  exceedingly  difficult  to  obtain  any  information 
as  to  the  actual  worth  of  the  company  bonds,  which  were  being  carried  by  the  United 
States  Savings  Bank  in  this  district. 

Wade  H.  Cooper  testified  before  the  Senate  committee  that  the 
Bureau  of  literature  and  Art  was  " controlled"  and  managed  by 
him  and  his  associates,  and  then  admitted  that  because  of  this  situa- 
tion, and  because  of  the  ignorance  on  the  part  of  the  other  bond- 
holders of  the  condition  and  business  of  the  Bureau  of  Literature  and 
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Art,  of  which  he  was  a  director,  that  he,  Cooper,  had  been  enabled 
to  take  advantage  of  his  superior  information  (incident  to  his  fiduciary 
relationship)  to  deal  in  its  bonds  to  his  personal  benefit. 

The  Chairman.  From  who  are  you  quoting  now  ? 

Mr.  Williams.  Those  are  my  remarks. 

The  records  shows,  however,  that  he  did  this  to  the  injury  or  loss  of  other  bond- 
holders— including  the  bank  of  which  he  was  president.  In  certain  cases,  it  appears 
that  in  order  to  facilitate  his  operations  with  the  bondholders  he  deliberately  made 
depreciatory  statements  in  regard  to  these  bonds,  and  at  other  times  concealed  data 
concerning  their  real  value.  His  exact  language  regarding  his  deals  as  officially  re- 
ported before  the  committee  was  as  follows: 

"The  value  of  these  bonds  is  not  generally  known;  and  as  a  result  of  that,  I  have 
been  able  to  buy  them  (bureau  bonds)  at  various  prices  sometimes  paying  as  high  as 
90  cents  for  the  same,  though  a  few  years  ago  I  bought  some  of  them  as  low  as  35  or  40 
cents,  but  that  wae  before  the  corporation  was  able  to  show  such  a  fine  statement  as  I 
now  exhibit  to  you." 

Further  extracts  from  the  comptroller's  testimony  follow: 

In  November,  1917,  Examiner  Trimble  again  criticized  between  $50,000  and  $60,000 
of  loans  made  to  the  Coopers  and  their  allied  interests,  which  were  being  carried  by 
th<»  United  States  Savings  Bank,  and  informed  Wade  H.  Cooper  that  these  notes 
of  his  brothers  and  their  interests  ought  to  be  taken  out  of  the  bank. 

About  that  time  Wade  H.  Cooper  approached  Enaminer  Trimble  and  calling  his 
attention  to  the  fact  that  the  United  States  Savings  Bank  had  $77,700  of  bonds  of  the 
Bureau  of  Literature  and  Arts  which  were  being  carried  on  the  bank's  books  at  16 
cents  on  the  dollar,  inquired  whether  he  would  permit  the  bank  to  dispose  of  the  bonds 
at  the  Mice  at  which  they  were  thuB  being  carried,  if  he  (Cooper)  should  arrange  to 
have  the  paper  objected  to,  amounting  to  about  $58,000,  paid  or  removed  from  the 
bank. 

Examiner  Trimble  informed  Cooper  that  the  paper  must  be  gotten  out  in  any  event, 
but  that  he  would  not  object  to  the  bank's  parting  with  $77,700  of  bureau  bonds  at 
the  price  at  which  they  were  being  carried,  provided  that  represented  their  fair 
value,  but  stating  that  as  he  was  not  informed  as  to  their  real  worth,  if  they  were  sold 
to  any  of  the  Cooper  brothers  or  anyone  else  at  a  lower  price  than  they  were  found 
to  be  worth,  after  investigation,  in  his  opinion  he  (Cooper)  and  the  directors  present 
and  consenting  to  the  sale  would  be  liable  for  the  full  amount  of  the  difference  between 
theprice  at  which  they  might  be  sold  and  their  actual  worth. 

This  statement  of  Examiner  Trimble  is  substantially  recorded  in  the  minutes  of 
the  meeting  of  the  directors  of  the  United  States  Savings  Bank  of  November,  1917. 

In  order  to  insure  protection  to  the  bank,  Examiner  Trimble  called  W.  H.  Zepp, 
vice  president,  over  the  phone  within  a  day  or  two  of  the  examination  of  November  21, 
1917.  and  cautioned  him  that  the  bonds  of  the  Bureau  of  Literature  and  Arts  must  not 
be  sold  by  the  bank  for  less  than  their  value,  and  instructed  him  to  see  that  a  statement 
to  this  effect  was  properly  inscribed  in  the  minutes  of  the  directors  at  their  next  meet- 
ing if  the  question  should  come  up. 

The  notation  in  the  minutes  was  accordingly  made  and  will  be  found  in  the  minutes 
of  the  books  of  the  bank.    Examiner  Trimble  had  not  been  apprised  of  the  sale  which 

Wade  H.  Cooper  made  to  the Bank  of  $30,000  at  100  cents  on  the  dollar  just  six 

months  earlier  and  knew  nothing  about  the  actual  value  of  the  bonds. 

The  records  show  that  apparently  within  a  few  weeks  of  that  time  the  Cooper  brothers 

were  endeavoring  to  buy  oack  from  the Bank  at  50  cents  on  the  dollar  bonds  of 

the  same  issue  that  Wade  H.  Cooper  approved  of  his  bank  selling  to  his  brother,  Thomas 
E.  Cooper,  at  16  cents  on  the  dollar,  at  the  time  that  the  various  notes  aggregating  about 
F>H,000,  under  instructions  from  the  examiner,  were  taken  out  of  the  United  States 
Savings  Bank.  Wade  H.  Cooper  had  steadily  contended  that  the  notes  which  the 
examiner  had  required  him  to  remove  from  the  bank  were  good  and  desirable  invest- 
ments for  the  bank  and  insisted  that  it  would  be  a  hardship  upon  him  for  the  examiner 
to  criticize  it. 

If  the  bonds  were  really  worth  100  cents  on  the  dollar,  the  price  at  which  Wade  H. 
Cooper  sold  $30,000  in  May  to  his  brother's  bank,  it  would  appear  that  in  approving 
the  sale  of  $77,700  of  bonds  at  16  cents  he  obtained  from  the  bank  under  false  pretenses 
165,400  or  $7,000  more  than  the  entire  face  value  of  all  the  notes  which  were  taken 
out  of  the  United  States  Savings  Bank  at  that  time. 
If  the  bonds  were  only  worth  16  cents,  in  selling  $30,000  of  the  bonds  to  his  brother's 

bank  Wade  H.  Cooper  deprived  the  bank,  in  effect,  of  $25,200  under  false  pretenses. 
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(Briefly  stated,  the  facts  show:  That  a  few  months  after  Wade 

Cooper  Had  forced  a  little  bank  in to  buy  his  bonds  at  par, 

and  while  the  bonds  were  supposed  to  be  getting  more  valuable,  he 
got  the  local  bank,  of  which  ne  was  president  and  whose  interests 
he  wras  supposed  to  protect,  to  sell  $77,700  of  the  same  issue  of 
bonds  owned  by  it  to  his  Wilmington  brother  at  exactly  one-fifth 
of  the  price  at  which  he  had  sold  his  own  bonds  to  the Bank. 

It  was  subsequently  claimed  that  the  price  of  1'16"  realized  for 
the  $77,700  of  bonds  was  equal  to  20  cents  on  the  dollar  on  the  SO 
per  cent  thereof  which  was  still  unredeemed;  and  that  the  bonds 

which  were  unloaded  at  "par"  to  the Bank  cost  that  bank 

"par"  on  the  80  per  cent  unpaid  thereon.  Whether  this  is  so  or 
not  it  does  not  alter  the  reprehensible  character  of  the  two  transac- 
tions. 

In  view  of  the  unequivocal  warning  given  by  the  bank  examiner 
to  the  directors,  and  recorded  in  the  minute  books,  that  if  the  **  bu- 
reau" bonds  should  be  sold  by  the  bank  "at  a  lower  price  than  they 
were  found  to  be  worth  after  investigation,  Cooper  and  the  directors 
present  and  assenting  to  the  sale  would  be  held  personally  liable  for 
the  full  amount  of  the  difference  between  the  price  at  which  they 
might  be  sold  and  their  actual  worth,"  the  fact  that  certain  unde- 
sirable loans  previously  imposed  upon  the  bank  by  the  Coopers  were 
taken  out  at  the  time  the  bonds  were  sold,  offers  of  course,  no  excuse 
for  the  bank's  sale  to  a  brother  of  its  president  of  $77,700  bonds  at 
one-fifth  the  price  at  which  the  president  had  shortly  before  sold  his 
own  bonds.) 

The  comptroller  further  testified: 

At  the  hearing  on  Tuesday,  the  12th,  Wade  Tl.  Cooper  stated  that  he  had  never 
borrowed  from  any  hank  of  which  he  was  president.  Whereupon  the  chairman 
asked  him  whether  any  member  of  his  family  had  borrowed.  He  admitted  that  some 
of  his  brothers  had  borrowed  from  his  banks  and  indicated  that  that  was  all.  The 
chairman  of  the  committee  pursued  the  question  further  and  asked  whether  it  was 
true  that  his  wife  had  borrowed,  to  which  Cooper  replied  he  thought  his  wife  had  one 
loan  of  less  than  $5,000,  amply  secured  by  railroad  .bonds.  The  chairman  asked  him 
if  his  stenographer  had  any  loans.    He  said  he  thought  she  had  one  for  a  thousand  or  so. 

(When  pressed,  Cooper  also  admitted  another  loan  from  his  bank 
to  his  wife  for  $10,000  on  real  estate.) 

The  fact  is  that  the  records  of  the  bank  show  that  there  was  in  the  bank  at  the  time 
of  the  last  examination  a  $10,000  loan,  applied  for  by  Wade  H.  Cooper  himself,  for 
the  benefit  of  his  wife,  which  was  to  be  secured  by  real  estate,  on  an  incomplete 
transaction,  although  the  money,  it  appears,  had  been  paid  out  by  the  bank.  The  note 
for  the  $10,000  paid  out  for  his  wife  was  signed  by  a  female  stenographer  at  the  Union 
Savings  Bank,  of  which  Wade  H.  Cooper  is  president.  When  this  was  called  to  the- 
attention  of  the  board  at  the  United  States  Savings  Bank,  Wade  H.  Cooper  then  stated 
that  he  would  have  his  wife  sign  the  note  and  assume  the  obligation. 

Senator  Fletcher.  How  generally  did  yon  circulate  that  letter  ? 

Mr.  Williams.  I  took  pains  to  circulate  that  letter  in  places 
where  I  had  reason  to  believe  that  the  Coopers  were  circulating  false 
statements  in  regard  to  the  comptroller's  office.  I  told  a  good  many 
of  the  directors  in  Washington,  not  all  of  them,  of  the  banks  here. 
I  sent  them  to  banks  in  North  Carolina  and  South  Carolina  where  I 
had  been  informed  that  he  or  his  brothers  were  putting  out  false 
and  misleading  statements  in  regard  to  the  facts;  and  I  think  also  in 
Georgia  and  possibly  in  certain  other  States;  but  I  desire  to  say  that 
they  were  circulatea  under  paid  postage. 
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The  Chairman.  They  were  pretty  generally  circulated  ? 

Mr.  Williams.  No;  I  can  not  say  that  the}'  were  generally 
circulated. 

The  Chairman.  You  said  in  other  States. 

Mr.  Williams.  I  suppose  there  may  have  been — well,  perhaps 
from  a  thousand  to  2,000  copies. 

The  Chairman.  Sent  out? 

Mr.  Williams.  Yes.     May  I  just  finish  this  ?  / 

Senator  Fletcher.  I  thought  you  had  finished. 

Mr.  Williams.  That  is  the  end  of  the  excerpts.  If  you  would 
like  to  find  out  from  my  office,  I  can  find  out  approximately  how  many 
were  sent  out. 

The  Chairman.  I  will  take  your  statement — between  1,000  and 
2.000  copies,  you  said. 

Mr.  Williams.  A  national  bank  president  of  high  character  and 
>tanding,  the  former  president  of  the  bankers7  association  of  his 
State,  in  a  letter  to  this  office  concerning  the  reprehensible  methods 
and  practices  of  bank  officials  of  a  certain  type,  wrote  under  date 
of  March  3,  1919,  as  follows: 

I  have  l>een  in  the  banking  business  too  long  not  to  recognize  at  once  the  source 
fmra  which  the  opposition  of  your  confirmation  comes.  Such  people  *  *  *  have 
no  place  in  our  ousiness.  A  banker  must  possess  both  honesty  and  brains.  This 
U'llow  has  neither.  *  *  *  Such  people  are  a  menace  to  the  business.  We  have 
h-fii  troubled  with  them  here  for  a  third  of  a  century.  *  *  *  But  for  *  *  * 
iwtance  just  an  exact  duplicate  of  this  *  *  *  banker  would  have  gone  to  the 
>crap  heap.  To  be  frank,  it  would  have  been  better  if  we  had  let  him  go.  Time 
aih\  time  again  we  have  been  called  on  to  help  pull  these  kind  of  people  out  of  trouble. 
*  *  *  They  constantly  violate  the  rules  of  the  game  and  take  every  possible 
short-cut  to  somebody's  pocketbook. 

Fight  them  to  a  standstill.  *  *  *  The  more  you  fight  them,  the  finer  the  things 
you  accomplish  and  the  more  the  business  will  have  to  thank  you  for.  *  *  *  The 
junk  pile  is  the  place  they  belong. 

The  Chairman.  The  committee  will  adjourn  until  to-morrow 
morning  at  10  o'clock. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
to-morrow,  Tuesday,  July  15,  1919,  at  10  o'clock  a.  m.) 
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TUESDAY,  JULY  15,  1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10.15  o'clock 
a.  m.,  in  the  committee  room,  Senate  Office  Building,  Senator 
George  P.  McLean  presiding. 

Present:  Senators  McLean  (chairman),  Page,  Gronna,  Freling- 
huvsen,  Calder,  Newberry,  Keyes,  and  Henderson. 

The  Chaibman.  The  Committee  will  be  in  order. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS— Resumed. 

The  Chairman.  Have  you  finished  with  your  statement  in  regard 
to  the  letter  that  you  put  in  yesterday  ? 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  Have  you  the  letter  there  ? 

Mr.  Williams.  You  mean  the  memorandum? 

The  Chairman.  Yes. 

Mr.  Wix-liams.  I  have  a  copy  of  it.  It  was  given  to  the  stenog- 
rapher. 

The  Chairman.  Of  course,  we  will  have  to  send  that  to  the  printer. 

Mr.  Williams.  Mr.  Birkhead,  will  you  give  the  Senator  a  copy  of 
the  May  memorandum? 

The  Chairman.  I  want  to  ask  you  a  question  in  regard  to  that. 
I  think  in  that  memorandum  you  stated  that  some  of  the  banks 
belonging  to  what  you  denominated  the  " Cooper  clique7 '  had  been 
closed  on  account  of  the  management,  that  they  had  kited  checks, 
and  they  had  credits  that  were  unsecured  amounting  to  hundreds  of 
thousands  of  dollars,  if  I  remember  correctly.  That  was  the  sub- 
stance of  one  of  the  clauses  in  that  memorandum.  # 
•  Mr.  Williams.  Interlacing  of  loans,  kiting  of  checks,  and  irregular  t* 
dealings. 

The  Chairman.  And  that  applied  to  the  banks,  as  you  stated,    ^- 
belonging  to  the  Cooper  clique.    You  sent  out  one  or  two  thousand     Q^ 
of  these  Tetters  over  the  country.    What  was  your  purpose  in  doing 
that? 

Mr.  Williams.  I  endeavored  to  make  it  clear  on  the  face  of  the 
circular.    May  I  call  your  attention  to  that  ?    That  states  it  exactly. 

The  Chairman.  I  do  not  think  it  does. 

Mr.  Williams.  That  was  my  motive,  Senator. 

The  Chairman.  Just  repeat  your  motive  in  a  word. 

Mr.  Williams.  It  is  expressed  succinctly  in  that  one-page  state- 
ment.    I  will  read  that,  with  your  permission. 
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The  Chairman.  I  prefer  that  you  should  answer  my  question,  if 
you  can,  just  to  save  time. 

Mr.  Williams.  I  found  that  the  Coopers  were  circulating  false- 
hoods and  damaging  statements  in  regard  to  the  activities  of  the 
comptroller's  office,  the  office  of  the  Comptroller  of  the  Currency. 

The  Chairman.  That  is  enough.    Your  purpose  was  to 

Mr.  Williams  (interrupting).  Counteract  tnose  false  statements, 
and  to  show  the  real  motives  which  were  actuating  what  I  conceived 
to  be  the  prosecution  in  this  case. 

The  Chairman.  It  was  not  your  purpose  to  protect  the  depositors 
of  these  banks  ? 

Mr.  Williams.  It  was  both,  Senator. 

ThQ  Chairman.  It  is  your  idea,  then,  that  making  public  the  weak 
condition  of  a  bank  is  the  proper  way  to  protect  the  stockholders  and 
the  depositors  ? 

Mr.  Williams.  I  think,  Senator,  when  practices  are  found  to  be 
going  on  persistently  and  consistently  in  the  management  of  a  bank, 
and  that  instead  01  getting  better  m  some  cases  they  are  getting 
worse,  and  there  has  oeen  no  sufficient  remedy  applied,  the  stock- 
holders themselves  ought  to  be  informed  of  those  conditions,  and  that 
thepublic  is  entitled  to  that  information 

The  Chairman.  The  stockholders;  but  why  the  public? 

Mr.  Williams.  I  think  the  public  are  entitled  to  know  the  char- 
acter of  the  institution. 

The  Chairman.  These  banks  of  Mr.  Cooper's  are  both  running 
concerns  to-day,  are  they  not  ? 

Mr.  Williams.  I  think:  largely  due  to  the  activities  of  the  comp- 
troller's office  in  preventing  the  reprehensible  practices  which  we 
have  been  trying  to  eliminate  from  tnem. 

The  Chairman.  But  they  are  solvent  concerns  ? 

Mr.  Williams.  As  I  say,  owing  to  the  activities  of  the  comptroller's 
office  in  watching  them  and  keeping  them  on  the  special  list  for  fre- 
quent examination. 

Senator  Page.  If  they  are  not  solvent,  you  could  not  properly 
allow  them  to  continue,  could  you  ? 

Mr.  Williams.  Not  permanently.  Occasions  sometimes  arise  when 
there  is  a  question  as  to  the  solvency  of  a  bank  When  that  question 
does  arise,  the  comptroller's  office  uses  every  effort  that  it  can  to  place 
it  in  a  solvent  condition,  or  to  restore  it  to  solvency,  rather  than  close 
it,  if  there  is  a  chance  or  a  good  hope  ahead. 

Senator  Newberry.  Did  I  understand  you  to  say  that  the  condi- 
tion of  these  banks  was  growing  worse,  and  that  the  comptroller's 
office  intervened  to  correct  that  i 

Mr.  Williams.  The  conditions  has  been  thoroughly  unsatisfactory 
and  dangerous,  as  I  have  explained  in  the  testimony  here,  to  which  I 
refer  you.  In  one  of  the  earlier  examinations  it  was  found  that 
nearly  twice  the  capital  of  the  bank  had  been  invested  in  loans  of 
more  or  less  doubtful  character,  coming  up  from  the  Cooper  coterie 
of  the  banks  in  the  South.  We  have  been  endeavoring  earnestly 
and  diligently  to  eliminate  paper  of  that  character.  There  were 
notes  made  by  Cooper  and  his  brothers  and  their  associates,  and  their 
various  so-called  corporations.  Sometimes  they  were  dummy  obli- 
gations, the  obligation  of  one  member  of  the  Cooper  family  appar- 
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ently,  when  the  evidence  indicated  that  the  proceeds  had  gone  to  some- 
body else,  and  under  conditions  which  were  not  creditable. 

Senator  Newberry.  I  have  read  over  all  the  hearings  that  were  held 
in  February  and  March,  and  I  gained  the  impression  that  the  condi- 
tions of  those  banks  were  deplorable  when  Mr.  Cooper  became  presi- 
dent. I  did  gather  also  the  impression  that  they  had  continually 
grown  financially  stronger  under  his  management.  Am  I  wrong  in 
that  ? 

Mr.  Williams.  There  has  been  an  improvement. 

Senator  Newberry.  They  have  improved? 

Mr.  Williams.  As  the  result  of  the  insistence  by  the  comptroller's 
office  on  the  instructions  which  had  been  given  from  time  to  time 
by  the  examiners. 

The  Chairman.  After  they  had  been  improved,  this  hearing  came 
up  last  February.  You  felt  that  the  proper  way  to  conserve  the 
interests  of  the  bank,  the  depositors,  and  the  stockholders  was  to 
publish  the  fact  that  the  banks  owned  by  the  Cooper  clique  were 
unsound,  some  of  them  had  been  closed,  and  that  their  securities 
consisted  of  hundreds  of  thousands  of  dollars  of  unsecured  paper. 
That  is  your  idea  of  the  duty  of  the  Comptroller  in  conserving  going 
concerns,  is  it  ? 

Mr.  Williams.  It  is  my  idea  as  Comptroller  of  the  Currency  that 
the  deplorable  condition  of  things  that  we  found  in  the  Cooper  banks 
should  be  prevented  and  corrected  and  remedied  at  any  cost.  I  felt, 
Mr.  Chairman  and  gentlemen,  and  I  believe,  that  if  Mr.  Cooper  had 
been  permitted  to  continue  what  appeared  to  be  his  determined 
course  the  banks  would  have  been  closed,  would  have  become  insolvent, 
and  I  believe  that  the  interest  of  the  stockholders  and  owners  of  the 
bank  would  have  been  safer,  and  would  have  been  preserved,  in  the 
hands  of  the  courts  rather  than  in  the  hands  of  the  reckless  and 
irresponsible  management  which  has  characterized  the  conduct  of 
some  of  those  banks. 

The  Chairman.  As  I  understand  it,  you  were  not  thinking  at  the 
time  of  protecting  your  tenure  of  office  in  this  way,  but  you  were 
thinking  solely  of  the  banks,  and  the  proper  way  to  preserve  their 
solvency? 

Mr.  Williams.  I  am  sorry  that  you  have  drawn  that  conclusion 
from  anything  I  have  said,  because  that  was  not  my  intention.  I 
thought  it  was  important  to  have  the  public  informed  as  to  the  char- 
acter and  the  management  of  some  01  these  banks  on  the  one  hand, 
and  I  thought  it  at  the  same  time  of  very  great  importance  that  the 
authority  and  confidence  in  the  comptroller's  office  and  administra- 
tion, if  it  was  entitled  to  confidence,  should  be  preserved,  and  that 
the  true  facts  should  be  brought  before  the  public  and  the  banks, 
the  shareholders,  and  directors. 

The  Chairman.  I  think  that  is  all. 

Senator  Henderson.  Mr.  Williams;  did  you  send  the  letter  that 
vou  used  yesterday  in  your  testimony,  and  that  has  just  been  re- 
ferred to,  to  any  01  the  stockholders  of  these  banks  ? 

Mr.  Williams.  I  think  we  did.  I  think  we  sent  them  to  the  stock- 
holders of  both  of  the  banks,  either  that  last  circular  of  May  or  the 
previous  edition  of  it.     That  is  my  impression. 

Senator  Henderson.  Your  object  in  doing  that  was  what? 


206  NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 

Mr.  Williams.  Was  to  inform  the  banks  of  conditions,  so  that  they 
might  aid  in  protecting  the  banks. 

Senator  Henderson.  To  inform  the  stockholders  of  the  condition 
of  the  banks  ? 

Mr.  Williams.  Yes.  I  think  they  were  sent  to  the  stockholders, 
then  they  were  sent  out  generally.  My  recollection  is  that  they  were 
sent  first  to  the  directors,  then  later  on  to  the  stockholders,  and  when 
we  heard  of  the  untrue,  false,  and  damaging  statements  which  were 
being  put  out  by  Cooper  and  that  coterie  in  regard  to  those  banks,  I 
thought  it  proper,  in  order  that  the  office  should  appear  in  a  proper 
position  before  the  banks,  which  it  was  endeavoring  to  supervise  to 
the  best  of  its  ability,  that  they  should  know  of  the  real  conditions. 

Senator  Frelinghuysen.  The  hearings  of  the  committee  were 
available  to  you,  were  they  not?  You  could  have  procured  copies 
of  the  hearings,  could  you  not  ? 

Mr.  Williams.  I  had  copies  of  them. 

Senator  Frelinghuysen.  Would  it  not  have  been  fairer  to  have 
sent  these  bankers  who  asked  you  for  this  information  a  copy  of  the 
hearings,  so  that  they  might  judge  of  their  character  ?  You  placed 
your  own  construction  on  this,  and  have  not  only  sent  it  to  the 
number  of  bankers  who  inquired,  but  you  sent  broadcast  your  views, 
your  opinions,  regarding  the  witnesses  before  this  committee.  I 
would  like  to  know  your  object  in  doing  that. 

Mr.  Williams.  I  thought,  Senator,  that  it  would  be  more  effective, 
and  that  they  would  get  a  better  idea  of  the  real  facts  and  the  truth 
of  the  case,  if  they  should  be  given  some  of  the  high  points  of  the 
testimony,  which  I  endeavored  to  present  in  that  circular  of  12  pages. 
I  did  not  believe  it  would  be  as  effective  if  I  sent  several  hunared 
pages  of  printed  testimony  as  if  I  should  send  excerpts.  I  want  to 
say  right  now  that  that  statement  of  mine  in  no  wise  gives  on  any 
point  an  unfair  impression  of  what  the  real  facts  are.  There  is  no 
point  made  in  that  paper  the  absolute  correctness  of  which  I  am  not 
prepared  to  substantiate,  and  I  think  it  would  have  given  a  grossly 
distorted  impression,  if  it  had  been  accepted  as  of  any  import  or 
consequence  by  those  who  might  have  received  it,  if  we  had  given 
the  testimony  of  Mr.  Cooper,  which  I  am  prepared  to  show  in  every 
essential  particular  was  grossly  false,  gentlemen. 

The  Chairman.  That  is  your  opinion. 

Mr.  Williams.  I  am  prepared  to  substantiate  it  by  written  records 
on  any  point. 

Senator  Frelinghuysen.  This  is  the  first  time  I  have  seen  this 
memorandum,  Mr.  Chairman.  I  think  that  the  committee  ought 
to  ask  for  the  complete  copy  of  this  last  letter. 

The  Chairman.  It  is  in  the  record.  You  read  it  all,  did  you  not, 
Mr.  Williams  ? 

Mr.  Williams.  I  read  that  circular. 

Senator  Frelinghuysen.  I  mean  the  letter  from  the  banker  on 
March  3. 

The  Chairman.  Mr.  Williams,  will  you  give  the  stenographer  full 
copies  of  all  the  letters  you  quoted  from  ? 

Mr.  Williams.  If  the  committee  desires  it. 

The  Chairman.  I  think  that  is  a  good  suggestion. 

Mr.  Williams.  Anything  else,  Mr.  Chairman  ? 

The  Chairman.  You  may  proceed. 
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Mr.  Williams.  Mr.  Chairman  and  gentlemen,  I  presented  yester- 
day letters  frota  Mr.  Milburn  and  Mr.  Anderson,  showing  that  the 
statements  and  charges  made  to  the  effect  that  I  had  endeavored  to 
call  Mr.  Cooper  off  were  wholly  without  foundation;  that,  on  the 
contrary,  when  they  came  to  my  office  I  told  them  I  would  prefer  his 
opposition  to  his  support.  I  did  not  have  at  hand  a  copy  of  my 
letter  to  Mr.  Milburn  to  which  his  was  a  reply.  I  now  put  in  the 
rocord  the  letter  of  July  5,  1919,  as  follows: 

July  5,  1919. 
Frank  P.  Milburn,  Esq., 

Vice  President  and  Director,  Union  Savings  Bank,  Washington,  D.  C. 

Dear  Sir:  At  a  meeting  of  the  Banking  and  Currency  Committee  of  the  Senate  on 
Tuesday,  February  11,  1919.  Mr.  W.  IT.  Cooper,  president  of  the  Union  Savings  Bank, 
of  which  you  are  vice  president  and  a  director,  charged  that  a  few  days  previously  I 
had  "  telephoned  to  one  of  my  [his]  directors  to  come  to  his  [comptroller's]  office — 
Mr.  Frank  P.  Milburn — and  that  he  [the  comptroller]  was  very  abusive  of  me  [Cooper] 
and  made  veiled  threats  of  wliat  he  would  do  to  the  banks  should  I  [he]  appear  here 
[before  the  Senate  Committee]." 

He  declared  that  you  were  "terrified  and  intimidated  by  Mr.  Williams  for  fear  he 
will  do  something  hurtful  to  the  bank,"  and  in  his  complaints  filed  with  the  committee 
he  [Cooper]  stated  specifically  under  head  of  complaint  No.  13  that  "he  [the  comp- 
troller] has  sought,  by  veiled  threats  of  doing  something  hurtful  to  one  of  the  banks 
of  which  I  [Cooper]  am  president,  to  prevent  me  [Cooper)  from  appearing  to  oppose 
bis  confirmation. ' ' 

The  truth  of  the  matter  is,  as  I  have  no  doubt  you  will  recall,  that  I  informed  you 
expressly  and  explicitly  that  I  would  much  prefer  the  opposition  to  the  indorsement 
of  such  a  man  as  the  witness,  Cooper,  and  that  I  did  not  <want  any  misunderstanding 
as  to  my  motive  in  sending  for  you:  that  my  object  was  to  inform  you  of  the  false 
and  slanderous  statements  which  Mr.  Cooper,  over  his  signature  as  president  of  the 
Union  Savings  Bank  was  making  in  communications  which  he  was  sending  out  to 
different  newspapers,  urging  them  to  print  untrue  and  misleading  articles  in  regard 
to  the  administration  of  this  office. 

I  handed  you  at  the  time  a  photostat  copy  of  the  letter  which  Mr.  Cooper  had  sent 
under  date  of  February  3,  1919,  to  the  editor  of  a  New  Jersey  newspaper  on  the  letter- 
head of  your  bank,  and  I  suggested  to  you  that  his  action  in  usin<?  those  letterheads 
for  such  a  purpose  seemed  unjustifiable  and  would  naturally  be  detrimental  to  the 
credit  and  welfare  of  the  bank.  His  use  of  the  bank's  letterhead  was  apparently 
for  the  purpose  of  giving  weight  to  his  communications. 

The  letter  of  which  I  showed  you  a  photostat  copy  had  been  signed  by  Cooper  as 
president  of  the  bank,  and  it  subsequently  developed  that  his  action  in  sending  out 
those  letters  was  entirely  without  the  knowledge  or  tne  approval  of  the  bank's  directors. 
You  expressed  your  complete  surprise  at  Mr.  Cooper's  action — in  fact  you  stated  that 
this  was  the  first  intimation  that  you  had  had  of  anything  of  the  sort.  A  few  days 
rabsequently  you  called,  on  your  own  initiative,  at  this  office,  and  brought  with  you 
the  two  Messrs.  Lyon,  attorneys  for  the  bank,  and  discussed  the  situation  further. 

On  this  subsequent  visit  I  repeated  to  you  three  gentlemen  substantially  what  I 
had  said  to  you  on  the  occasion  of  your  first  visit,  and  I  emphasized  the  fact  that  1  did 
not  want  my  object  in  calling  your  attention  to  this  use  which  Cooper  was  making  of 
the  bank's  name  and  letterheads  to  be  misinterpreted  into  a  desire  on  my  part  to  have 
Cooper  restrained  from  opposing  my  confirmation — on  the  contrary,  I  again  told  you 
that  I  would  prefer  the  opposition  to  the  indorsement  of  a  man  with  Mr.  Cooper's 
record. 

I  have  had  no  further  conft/ence  or  communication  with  you  since  those  two  visits. 
On  your  second  visit  with  tht  Messrs.  Lyon  those  gentlemen,  counsel  for  the  bank, 
manifested  as  much  disapproval  as  you  had  done  at  the  character  of  Mr.  Cooper's 
attacks  and  his  use  of  the  letterheads  of  the  Union  Savings  Bank  in  his  apparent  effort 
to  make  it  appear  that  he  had  the  support  of  the  bank  in  his  attacks. 

Please  inform  me  whether  my  own  recollection  and  knowledge  of  what  passed 
between  us  in  the  two  interviews  referred  to  as  above  set  forth  are  in  accord  with 
your  own  knowledge  of  the  facts. 
Yours,  very  truly, 

John  Skelton  Williams. 
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It  was  in  reply  to  that  letter  that  Mr.  Milburn  wrote  the  letter 
which  was  introduced  yesterday,  and  which  was  signed  by  one  of 
the  Lyons. 

The  Chairman.  Were  Mr.  Milburn  and  the  other  directors  of  the 
bank  men  of  character  and  responsibility  ? 

Mr.  Williams.  I  had  never  met  Mr.  Milburn  before,  but  I  took 
the  matter  up  with  him  because  I  believed  he  was  a  man  who  would 
endeavor  to  do  the  right  thing,  protecting  the  interests  of  his  stock- 
holders. 

The  Chairman.  Is  that  the  case  with  the  other  directors? 

Mr.  Williams.  With  the  other  directors  of  the  bank? 

The  Chairman.  Yes. 

Mr.  Williams.  I  do  not  know  that  I  know  any  of  them. 

Senator  Frelinghuysen.  You  speak  of  a  letter  you  introduced 
yesterday  from  Mr.  Milburn,  signed  by  Mr.  Lyon  ? 

Mr.  Williams.  Here  is  the  letter. 

Senator  Frelinghuysen.  May  I  see  it? 

Mr.  Williams.    Certainly  [hands  letter  to  Senator  Frelinghusen]. 

Here  is  the  letter,  gentlemen,  which  I  received  from  National  Bank 

Examiner  James  Trimble  under  date  of  June  30,  1919,  which  has  a 

direct  bearing  upon  the  statements  made  in  the  circular  of  May, 

1919,  which  we  nave  just  been  discussing: 

June  30,  1919. 
Hon.  John  Skelton  Williams, 

Comptroller  of  the  Currency,  Washington,  D*  C. 

Dear  Sir:  Wade  H.  Cooper  stated  to-day  at  the  meeting  of  the  Banking  and  Cur- 
rency Committee  of  the  United  States  Senate  that  the  bonds  of  the  Bureau  of  National 
Literature  owned  by  the  United  States  Savings  Bank  were  sold  under  my  guidance 
or  instructions.  The  falsity  of  this  statement  can  be  shown  by  referring  to  the  bank's 
own  minutes. 

During  the  examination  of  November,  1917,  Wade  H.  Cooper  approached  me  and 
called  my  attention  to  the  fact  that  the  United  States  Savings  Bank  owned  $77,700 
of  bonds  of  the  Bureau  of  National  Literature  which  were  being  carried  on  the  books 
of  the  bank  at  16  cents  on  the  dollar  (16  cents  on  the  dollar  on  the  original  par  value 
of  $77,700,  or  20  cents  on  the  dollar  on  the  80  per  cent  of  principal  at  that  time  un- 
redeemed) and  inquired  of  me  whether  I  would  permit  the  bank  to  dispose  of  these 
bonds  at  the  price  at  which  they  were  thus  being  carried  if  he,  Cooper,  would  arrange 
to  have  the  paper  which  had  been  criticized  and  objected  to  during  that  examination, 
amounting  to  $58,432.50,  paid  or  removed  from  the  bank. 

I  informed  Mr.  Cooper  that  the  paper  must  be  taken  out  in  any  event  and  that  the 
comptroller's  office  would  not  consent  to  the  sale  of  the  bonds  for  a  less  price  than  these 
bonds  were  really  worth.  I  told  him  then,  as  1  had  done  at  previous  examinations, 
that  these  bonds  were  not  in  my  opinion  a  proper  investment  for  a  savings  bank  and 
that  they  should  be  disposed  of,  but  that  their  full  value  must  be  obtained.  I  had  no 
way  myself  at  that  time  of  ascertaining  the  actual  value  of  these  bonds  and  Mr.  Cooper 
did  not  disclose  to  me  information  that  he  must  have  had  at  that  time  in  regard  to 
their  actual  value. 

The  claim  or  plea  which  has  been  made  by  Mr.  Cooper  in  the  hearings  before  the 
Senate  committee  to  the  effect  that  there  had  been  any  agreement  or  understanding 
of  any  kind  whatsoever  between  the  examiner  for  the  comptroller's  office  whereby  the 
bank  was  to  be  permitted  to  sell  the  $77,700  of  Bureau  of  Literature  bonds  to  a  brother 
of  its  president,  or  to  any  one  else,  at  a  price  less  than  their  real  or  actual  value,  and 
that  a  concession  in  price  waB  made  or  was  to  be  made  as  an  inducement  in  order  to 
secure  the  elimination  of  the  $58,432.50  of  criticized  paper  is  wholly  untrue. 

On  the  contrary,  in  order  to  insure  protection  to  the  bank  I  called  Mr.  W.  H.  Zepp, 
vice  president  of  the  bank,  over  the  phone  within  a  day  or  two  of  the  close  of  the  ex- 
amination of  November  21,  1917,  ana  cautioned  him  that  the  bonds  of  the  Bureau  of 
National  Literature  must  not  be  sold  by  the  bank  for  less  than  their  value,  and  in- 
structed him  to  see  that  a  statement  to  this  effect  was  properly  inscribed  in  the  minutes 
of  the  directors  at  their  meeting,  and  to  advise  the  members  of  the  board  that  any 
director  approving  their  sale  for  less  would  be  personally  liable.  * 
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This  statement  was  inscribed  in  the  minutes  four  days  before  the  sale  was  made  and 
is  a  matter  of  record  and  is  as  follows: 


<< 


SPECIAL  MEETING,    BOARD  OF  DIRECTORS,   NOVEMBER  24  1917,   7  P.   M. 


"Present:  Wm.  D.  Barry,  Oscar  Baum,  Wade  H.  Cooper,  Thos.  E.  Cooper,  Wm.  T. 
Davis,  Robert  T.  Dore,  W:  E.  G.  Penny,  John  J.  Sheehy,  Wilbur  H.  Zepp. 

4 'Mr.  Cooper  presided. 

"Mr.  Zepp  read  the  following  message  from  Mr.  James  Trimble,  national-bank 
examiner,  to  the  board: 

u  'If  there  is  any  sale  of  Bureau  of  National  Literature  bonds  by  this  board  the 
Treasury  Department  will  hold  the  directors  of  this  bank  personally  liable  for  the 
difference  between  the  sale  price  and  the  actual  worth  of  the  bonds,  as  determined 
after  a  thorough  investigation  of  the  company's  affairs.'  " 

The  claim  made  by  Mr.  Cooper  that  the  examiner  recommended  or  authorized  the 
sale  of  the  bureau  bonds  for  less  than  their  real  or  actual  value,  f  ^consideration  of 
the  above-mentioned  notes  having  been  taken  out  of  the  bank  as  provided"  (see 
p.  264,  part  1,  of  testimony),  is  completely  negatived  by  the  above-quoted  section 
of  the  minutes,  which  distinctly  stated  that  if  the  bonds  were  sold  at  a  price  less  than 
their  real  or  actual  vlaue,  the  directors  of  the  bank  would  be  held  personally  respon- 
sible for  the  difference. 

Mr.  Cooper's  adroitness  in  arranging  to  have  the  words  "in  consideration  of  the 
rbove-mentioned  notes  having  been  taken  out  of  the  bank "  as  a  preamble  to  the 
aatification  of  the  sale  of  the  bonds  at  one-fifth  of  the  price  at  which  they  had  been 
said  a  few  months  before,  but  of  which  transaction  the  bank  examiner  and  the  other 
directors  of  the  bank,  except  probably  the  Coopers,  had  no  knowledge,  can  not  justify 
the  trade. 

My  report  of  examination  shows  that  the  following  notes  were  taken  out  of  the 
bank  at  the  close  of  the  examination  of  November  21,  1917,  at  which  time  the  $77,700 
of  Bureau  of  Literature  bonds  were  sold  by  the  bank  to  Thomas  E.  Cooper: 

2  checks— L.  J.  Cooper — drawn  on  Bank  of  Statenville,  Ga.,  dated  June  27, 

1917 $332.50 

L.  J.  Cooper's  note  secured  by  50  shares  First  National  Bank,  Waycross,  Ga. .  5, 000.  00 
L.  J.  Cooper's  note  secured  by  50  shares  First  National  Bank,  Waycross,  Ga. .  5, 000.  00 
L.  J.  Cooper's  note  secured  by  50  shares  First  National  Bank,  Waycross,  Ga. .  5, 000. 00 
Note  of  N.  P.  Janrette,  indorsed  by  L.  J.  Cooper;  secured  by  50  shares 
stock  First  National  Bank,  Waycross,  Ga.,  standing  in  name  of  L.  J. 
Cooper 5,000.00 

(I  stated  in  my  report  of  August  13,  1917,  in  referring  to  the  four  notes  of  $5,000 
each,  as  listed  above,  that  in  my  opinion  President  Cooper  and  other  directors  of  this 
hank  could  be  compelled  to  make  good  any  loss  on  these  loans  for  their  failure  to 
perform  their  duty  as  directors.) 

Senator  Calder.  Were  those  notes  taken  out  of  the  bank  improp- 
erly, or  were  they  paid  and  withdrawn  ? 

Sir.  Williams.  No;  they  were  presumably  paid.  They  were  paid. 
They  were  taken  for  their  face,  or  at  their  value,  taken  out  at  that 
time,  removed  from  the  bank  by  sale,  by  purchase.  We  do  not 
know  how  they  were  taken  out.  It  is  claimed  they  were  taken  out 
as  part  of  the  proceeds  of  sale  of  the  bureau  bonds! 

Senator  Calder.  Is  there  any  contention  that  the  transaction  was 
improper  ? 

Sir.  Williams.  The  claim  is  that  it  was  fraudulent,  that  the  sale 
of  the  bonds  at  one-fifth  of  their  value,  of  the  price  at  which  Mr. 
Cooper  has  sold  bonds  to  his  brother's  bank  in  Waycross,  was  a 
fraudulent  transaction.  The  evidence  shows  that  in  the  preceding 
May  he  had  taken  $30,000  of  his  own  bonds  and  sold  them  to  the 
bank  at  Waycross  at  par.  At  the  same  time  it  was  claimed  that  he 
bad  taken,  or  arranged  to  have  taken,  from  the  bank  certain  securi- 
ties, to  which  we  will  come  presently — I  will  describe  the  securities 
taken  out  in  connection  with  that  transaction. 
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Senator  Henderson.  Let  me  get  that  straight.  I  understand  that 
these  notes,  secured  by  certain  bonds,  or  whatever  they  might  be, 
were  in  the  bank  when  you  came  into  office  in  1914.     Is  that  true? 

Mr.  Williams.  I  do  not  know  how  far  these  particular  notes  were 
in.  One  of  the  examinations  immediately  before  I  came  in,  or  soon 
afterwards,  showed  that  the  United  States  Savings  Bank  was  loaded 
up  with  about  $180,000  objectionable  paper. 

Senator  Henderson.  Were  these  specific  things  you  have  referred 
to  in  this  communication  from  Mr.  Trimble  all  in  the  bank  when 
you  came  into  office? 

Mr.  Williams.  I  do  not  know  whether  all  of  those  were  in  or  not. 
or  whether  some  notes  were  in  and  had  been  substituted  for  these. 
But  notes  of  the  same  character  were  in. 

Senator  Henderson.  And  you  had  been 

Mr.  Williams.  Criticizing  these  notes. 

Senator  Henderson.  Criticizing  these  notes  ? 

Mr.  Williams.  Yes. 

Senator  Henderson.  And  these  sales  were  made  under  your 
criticisms,  and  at  your  request  ? 

Mr.  Williams.  The  examiner  insisted  that  these  notes — as  to 
whether  they  were  all  put  in  there  at  the  same  time,  or  a  months 
difference,  or  two  montns  difference,  I  do  not  know,  I  have  not  the 
record,  but  that  can  be  shown — but  these  notes  and  notes  similar 
to  these,  had  been  in  the  bank  for  several  years,  and  the  examiner 
had  been  persistently  criticizing  them,  and  urging  that  they  be  taken 
out. 

Senator  Henderson.  And  when  he  made  this  examination,  and 
at  the  time  this  report  to  you  was  written,  the  bank  had  disposed  of 
these  notes,  and  they  had  all  been  paid  in  full  ? 

Mr.  Williams.  You  mean  this  letter  of  June  30,  1919? 

Senator  Henderson.  Yes. 

Mr.  Williams.  Oh,  yes. 

Senator  Henderson.  That  cleared  the  transaction,  and  the  bank 
then  was  clear  of  these  criticized  notes  ? 

Mr.  Williams.  Yes;  but  it  had  gotten  only  16  or  20  cents  on  the 
dollar  for  $77,000  worth  of  bonds,  instead  of  their  real  value.  That 
is  the  point. 

Senator  Frelinghuysen.  What  was  your  estimate  of  the  real 
value  ? 

Mr.  Williams.  May  we  go  ahead? 

Senator  Frelinghuysen.  Yes;  the  letter  will  show  what  the  real 
value  was. 

Mr.  Williams.  It  duscusses  that  point.  Mr.  Trimble  in  this 
letter  says : 

I  stated  in  my  report  of  August  13, 1917,  in  referring  to  the  four  notes  of  $5,000  each, 
as  listed  above,  that  in  my  opinion  President  Cooper  and  the  other  directors  of  this 
bank  could  be  compelled  to  make  good  any  loss  on  these  loans  for  their  failure  to 
perform  their  duty  as  directors. 

L.  J.  Cooper  note  secured  by  Pitman  notes  for  $7,000 $3, 400 

D.  F.  Artnur  note,  indorsed  by  L.  J.  Cooper  and  N.  P.  Jenrette;  secured  by  80 
shares  Citizens  Bank,  Douglas,  Ga.  (50  per  cent  paid  in  on  par  of  100),  30 

shares  State  Bank  of  Waycross,  Ga 5, 500 

P.  S.  Cooper  note,  secured  by  30  shares  Waycross  Savings  &  Trust  Co.;  10 
shares  Bank  of  Loris,  S.  C;  5  shares  Pembroke  Bank,  Pembroke,  N.  C. ;  1 
share  First  National  Bank,  Dunn,  X.  C ;  22  shares  Southern  Marble  Works. .    3, 500 
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_  _  * 

Note  of  Mutual  Realty  &  Investment  Co.  (P.  S.  Cooper,  president),  indorsed 
P.  S.  Cooper,  secured  by  20  shares' First  National  Bank,  Dunn,  N.  C.;  20 
shares  Bank  of  Pembroke,  N.  C. ;  30 shares  Waycross  Savings  &  Trust  Co. ;  10 
shares  Bank  of  Cerro  Gordo,  N.  C. ;  certificate  of  deposit,  Waycross  Savings  & 
Trust  Co.,  $5,676.66  (stocks  all  in  name  of  P.  S.  Cooper) $9,  000 

Note  of  J.  G.  Boyd,  secured  by  stock  of  Heard  National  Bank,  Jacksonville, 
Fla 3,500 

Note  of  J.  J.  Heard,  secured  by  stock  of  Heard  National  Bank,  Jacksonville, 
Fla 4,500 

(These  last  three  loans  and  the  above  loan  of  $5,000  to  N.  P.  Jenrette, 
aggregating  $22,000,  it  appears  were  originally  taken  from  the  American 
National  Bank  of  Wilmington — now  the  American  Bank  &  Trust 
Co.,  of  which  T.  E.  Cooper  is  president — and  in  referring  to  these  loans  and 
other  loans  taken  from  the  same  institution  and  found  at  the  time  of  an 
examination  in  1913,  National  Bank  Examiner  Samuel  M.  Hann  said  "Mr. 
Cooper"  (Wade  H.)  "states  there  is  a  verbal  understanding  that  any  notes 
unpaid  can  be  charged  back  to  the  account  of  the  American  National  Bank. 
Wilmington,  N.  C.,?) 

Note  of  C.  E.  Bethea,  secured  by  30  shares  Atlantic  Bank  &  Trust  Co.,  Wil- 
mington (in  liquidation);  Bethea  is  cashier  of  American  Bank  &  Trust  Co., 
Wilmington,  ol  which  Thos.  E.  Cooper  is  president 3, 500 

The  Atlantic  National  Bank  was  the  predecessor  of  the  Atlantic 
Bank  &  Trust  Co.,  of  Wilmington.  It  had  been  under  the  super- 
vision of  this  office,  under  constant  criticism,  and  we  were  in  constant 
apprehension  as  to  what  should  be  done  with  it,  and  we  were  relieved 
when  it  was  taken  over  under  a  State  charter. 

Senator  Caldeb.  Is  the  T.  E.  Cooper  referred  to  any  relation  to 
Wade  Cooper  ? 

Mr.  Williams.  Brother;  Thomas  E.  Cooper  is  the  brother  of  Wade 
Cooper.  Thomas  E.  Cooper  is  a  director  of  the  United  States  Savings 
Bank  of  this  city.  It  was  to  Thomas  E.  Cooper,  the  brother  of  Wade 
Cooper,  that  those  $77,000  of  bonds  were  sold  at  16  or  20  cents  on 
the  dollar;  sold  by  Wade  Cooper  to  his  brother. 

The  Chairman.  Are  you  referring  now  to  the  Bureau  of  Literature 
and  Art  bonds  ? 

Mr.  Williams.  Yes. 

The  Chairman.  Have'  you  any  affidavits  in  your  office  from  the 
directors  of  the  bank  to  the  effect  that  the  examiner  recommended  the 
sale  of  those  bonds  ? 

Mr.  Williams.  I  have  the  statements  of  the  examiner  as  to  what 
he  did. 

The  Chairman.  No,  but  did  you  at  any  time  receive  affidavits  from 
the  directors  of  the  bank  to  the  effect  that  the  examiner  had  recom- 
mended the  sale  of  these  bonds  ? 

Mr.  Williams.  The  claim  has  been  recently  made  by  the  repre- 
sentatives of  that  bank  that  that  was  done.  But  that  is  negatived 
by  the  written  evidence  on  the  minute  book  of  the  bank. 

The  Chairman.  You  have  not  answered  my  question. 

Mr.  Williams.  I  think  it  quite  likely  that  there  may  be  letters 
from  the  directors,  or  some  of  them,  claiming  that  they  were  author- 
ized to  sell  those  bonds  by  the  examiner,  which  the  examiner  states 
was  untrue,  except  that  they  must  obtain  the  full  value  of  the  bonds 
if  they  sold  them.  I  think  there  is  a  letter  or  a  communication  of 
some  sort  from  the  directors  making  some  such  statement  as  that  is 
in  the  printed  record;  but  I  am  giving  you  the  direct  statement  of 
the  examiner  himself,  proved  by  the  minutes  of  the  bank. 

The  Chairman.  The  minutes  of  the  bank  were  made  after  you 
appeared  and  had  your  discussion  with  the  bank  as  to  the  propriety 
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Senator  Fbelinghutsen.  Did  the  bonds  secure  a  note  ? 

Mr.  Williams.  No.  They  were  owned  by  the  bank.  They  were 
not  collateral. 

Senator  Fbelinghutsen.  They  were  owned  by  the  United  States 
Savings  Bank  ? 

Mr.  Williams.  Yes. 

Senator  Fbelinghutsen.  As  I  take  it,  you  were  trying  to  force 
the  disposal  of  these  bonds.    Am  I  right  in  that  ? 

Mr.  Williams.  The  examiner  told  the  directors  of  the  bank  that 
he  did  not  think  the  securities  were  a  class  which  a  savings  bank 
should  hold,  and  they  should  find  out  what  their  real  value  was, 
obtain  it,  and  dispose  of  them. 

Senator  Fbelinghutsen.  You  we  criticizing  the  sale  of  those 
bonds  at  16  cents  on  the  dollar. 

Mr.  Williams.  Sixteen  or  twenty,  whichever  it  was. 

Senator  Fbelinghutsen.  And  you  also  state  that  they  were  sold 
at  less  than  their  value. 

Mr.  Williams.  At  less  than  the  price  at  which  similar  bonds,  at 
one-fifth  the  price  at  which  similar  bonds,  had  been  sold  by  the 
president  of  this  bank  to  the  Waycross  bank  six  months  before. 

Senator  Fbelinghutsen.  The  bonds  might  have  changed  in  value. 

Mr.  Williams.  The  president  has  certified  that  they  were  increas- 
ing in  value. 

Senator  Fbelinghutsen.  What  I  am  trying  to  get  at  is  this,  you 
are  criticising  this  bank  for  the  sale  of  these  bonds  at  16  as  less  than 
their  true  worth,  and  yet  you  say,  your  department  says,  you  do  not 
know  what  they  are  worth. 

Mr.  Williams.  We  have  shown  you  the  testimony  of  the  presi- 
dent of  the  bank,  who  says  he  bought  the  bonds  for  as  high  as  90. 
His  written  testimony  shows  he  paid  as  high  as  90  for  the  bonds. 

The  Chaibman.  That  was  the  Waycross  Dank  ? 

Mr.  Williams.  No.  Mr.  Cooper  certified  that  he  bought  the 
bonds,  and  he  was  enabled  to  buy  them  on  account  of  his  superior 
knowledge.  He  has  told  this  committee  that  he  was  able  to  deal  in  the 
bonds  and  make  money  in  doing  so  to  his  advantage,  because  of  his 
inside  knowledge  of  the  situation  which  not  even  his  directors  had. 

Senator  Fbelinghutsen.  I  think  when  your  department  criti- 
cises the  bank  for  selling  these  bonds  at  less  than  their  worth,  as  far 
as  the  United  States  Savings  Bank  is  concerned,  and  you  do  not 
know  their  worth,  your  criticism  falls  flat. 

Mr.  Williams.  Does  it  fall  flat  when  we  refer  you  to  the  state- 
ment of  the  president  that  he  had  been  buying  them  as  high  as  90  ? 

Senator  Fbelinghutsen.  He  might  have  bought  them  as  high  as 
90.  All  of  us  have  bought  bonds,  and  we  have  lost  money,  par- 
ticularly during  the  war. 

Mr.  Williams.  But  he  certified  that  they  were  growing  better 
from  that  time  on. 

Senator  Fbelinghutsen.  I  think  it  is  not  what  Mr.  Cooper  says. 
I  think  the  point  you  make  is  that  these  bonds  were  sold  at  less  than 
their  value,  and  yet  you  do  not  know  what  their  value  was. 

Mr.  Williams.  I  say  less  than  the  price  at  which  he  sold  bonds  to 
the  Waycross  bank  six  months  before. 

Senator  Fbelinghutsen.  They  might  have  depreciated  in  value. 
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Mr.  Williams.  They  did  not  depreciate  in  that  time.  I  will  state 
that  to  the  best  of  my  knowledge  and  belief  they  were  worth  at 
least  as  much  in  November  as  they  were  in  May. 

Senator  Frelinghuysen.  But,  Mr.  Williams,  you  state  you  do  not 
know  what  their  value  is. 

Mr.  Williams.  I  have  not  the  knowledge,  nor  do  the  directors  of 
the  bank  know 

The  Chairman  (interrupting).  You  do  not  know  whether  the  bank 
ever  lost  a  dollar  or  not  in  the  transaction  ? 

Mr.  Williams.  Yes;  I  state  that  one  of  those  two  banks  lost 
materially. 

The  Chairman.  But  you  do  not  know  which  one  ? 

Mr.  Williams.  I  say  it  depends  on  Svhat  the  bonds  were  really 
worth.  Suppose  there  had  been  no  interval  of  six  months  between 
these  two  transactions,  but  an  interval  of  one  day.  Would  there  be 
any  question  as  to  the  fraudulent  character  of  the  transaction,  if 
he  on  Tuesday  sold  the  bonds  to  his  brother's  bank  at  a  hundred, 
and  the  next  day  his  brother  bought  bonds  from  his  bank  at  16  ? 

Senator  Frelinghuysen.  Mr.  Williams,  I  want  to  get  this  thing 
clear,  and  I  want  to  be  perfectly  fair.  You  are  criticising  this  bank 
for  selling  bonds  at  16.     That  might  be  a  good  price  at  16 

Mr.  Williams.  I  can  say  this 

Senator  Frelinghuysen.  But  you  say  you  do  not  know  their 
value. 

Mr.  Williams.  I  do  not  know  how  much  they  are  worth,  but  I 
will  say  this 

Senator  Frelinghuysen  (interrupting).  Is  it  not  your  business  as 
comptroller  to  know  that? 

Mr.  Williams.  We  have  been  trying  to  find  out,  and  we  have 
been  unable.  We  have  come  up  against  a  blind  alley*  and  we  have 
been  unable  to  get  any  information,  as  illustrated  by  Mr.  Wade 
Cooper's  action  a  week  ago,  by  refusing  to  give  the  examiner  that 
pamphlet  which  he  said  gave  the  information. 

The  Chairman.  You  stated  he  sold  the  bonds  to  the  Waycross 
bank  atpar. 

Mr.  Williams.  Yes.  I  stated  also,  if  you  will  permit  me,  that  the 
sale  was  made  in  conjunction  with  certain  other  transactions,  which 
I  will  explain  in  detail  in  a  few  minutes.    I  have  the  data  here. 

The  Chairman.  You  know,  do  you  not,  that  he  got  50  per  cent 
in  cash  and  the  other  50  per  cent  in  questionable  paper  1 

Mr.  Williams.  In  securities  which  should  have  been  collected  at 
their  face  value.  But  I  will  come  to  that,  if  you  will  permit  me,  in 
an  orderly  way. 

The  Chairman.  Very  well.     Proceed. 

Mr.  Williams.     This  continues: 

My  report  of  examination  shows  that  the  following  notes  were  taken  out  of  the  bank 
at  the  dose  of  the  examination  of  November  21,  1917,  at  which  time  the  $77,700  of 
Bureau  of  Literature  bonds  were  sold  by  the  bank  to  Thomas  E.  Cooper. 

Senator  Newberry.  Where  he  says  "  taken  out/7  he  means  paid  in 
full,  does  he  not  1 

Mr.  Williams.  Paid  at  their  face  value;  yes. 

The  Chairman.  In  the  interest  of  time,' if  any  of  this  matter  is 
already  in  the  printed  record 
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Mr.  Williams  (interrupting).  This  is  not  in  the  printed  record. 
The  Chairman.  Very  well. 
Mr.  Williams.  This  proceeds: 

Note  of  0.  E.  Bethea,  secured  by  30  shares  Atlantic  Bank  &  Trust  Co.,  Wil- 
mington (in  liquidation);  Bethea  is  cashier  of  American  Bank  &  Trust  Co., 
Wilmington,  of  which  Thos.  E.  Cooper  is  president $3, 500 

W.  B.  Drake,  jr.,  note  secured  by  20  shares  Atlantic  Bank  &  Trust  Co.,  Wil- 
mington (in  liquidation) ;  note  indorsed  by  C.  E.  Bethea  (see  above) 2, 000 

I  think  that  last  man  is  the  responsible  man  and  executive  officer 
of  a  bank  in  North  Carolina,  of  a  reputable  bank. 

Total  of  accommodations  to  Cooper  brothers  and  their  immediate  interests,  155,232.50. 

Those  were  the  securities  which  were  taken  out  at  the  time  of  the 
sale. 

It  is  not  specifically  shown  in  the  reports  of  examination  that  the  two  following  loans 
represent  advances  to  the  Coopers  or  their  interest*: 

Georgia  Farm,  Fruit  &  Pecan  Co $200 

Fidelity  Trust  &  Dep.  Co.,  Wilmington,  N.  C;  note  indorsed  J.  H.  Council, 
J.  W.  Brooks,  C.  C.  Chadborn,  L.  W.  Davis,  W.  A.  Connor,  D.  N.  Chad- 
wick,  jr.,  J.  H.  Hinton  (all  of  Wilmington,  N.  C.) 3,000 

Total  paper  taken  out,  $58,432.50. 

The  above  list  with  explanatory  data  shows  clearly  that  95  per  cent,  if  not  all,  of 
the  notes  taken  out  of  the  bank  in  connection  with  sale  to  Thomas  E.  Cooper  of  the 
Bureau  of  National  Literature  bonds  represented  accommodations  to  the  Cooper 
brothers  and  their  immediate  interests,  which  notes  were  undoubtedly  placed  in 
this  bank  because  of  the  control  exercised  by  Wade  H.  Cooper,  vice  president,  and 
his  brother,  Thomas  E.  Cooper,  a  director,  and  for  the  payment  of  which  notes  cer- 
tainly President  Wade  H.  Cooper  and  Director  Thomas  E.  Cooper  were  morally,  if 
not  legally,  responsible. 

In  my  report  of  examination  dated  March  30, 1914, 1  stated,  referring  to  paper  taken 
from  the  American  National  Bank  at  Wilmington  (now  the  American  Bank  &  Trust 
Co.)  and  other  "Cooper"  banks: 

"Wade  H.  Cooper  says:  '"We  have  verbal  instructions  to  charge  these  items  to 
sending  banks  at  maturity  and  they  feel  morally  obligated  for  all  this  paper.' 

"The  correspondence  which  accompanies  these  notes  gives  to  the  United  States 
Savings  Bank  the  authority  to  credit  proceeds  to  the  account  of  the  sending  bank  and 
also  authority  to  charge  the  note  to  their  account  at  maturity. " 

Those  are  the  doubtful  or  bad  notes,  taken  out  of  the  bank,  and 
which  it  has  been  claimed  were  in  consideration  of  selling  the  bureau 
bonds  at  one-fifth  of  their  price,  notes  which  the  correspondent  banks 
were  morally,  if  not  legally  responsible  for,  and  which  Wade  H. 
Cooper  has  declared  to  the  examiner  they  had  instructions  to  charge 
to  tne  sending  banks. 

Senator  Gronna.  Of  course,  a  banker  is  morally  responsible  for 
every  dollar  of  paper  in  the  bank,  Mr:  Williams. 

Mr.  Williams-  I  do  not  understand  so,  sir. 

Senator  Gronna.  I  have  always  understood 

Mr.  Williams.  I  think  a  good  many  bankers  would  go  broke  if 
that  were  so. 

Senator  Gronna.  I  understand  that  a  banker  is  morally. respon- 
sible. 

Mr.  Williams.  He  is  responsible  to  exercise  sound  judgment  and 
good  morals  in  the  purchase  of  paper. 

Senator  Gronna.  Is  he  not  responsible  to  this  extent,  that  he  has 
to  see  to  it  that  the  paper  which  ne  takes  is  paper  that  will.be  paid? 

Mr.  Williams.  As  far  as  he  can. 

Senator  Gronna.  As  far  as  he  can.    Is  not  that  the  law  t 
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Mr.  Williams.  You  mean  if  it  is  not  paid,  he  has  to  pay  it  himself  ? 

Senator  Gronna.  Certainly,  as  far  as  he  can. 

Mr.  Williams.  I  never  heard  of  that. 

Senator  Gronna.  I  understand  the  law  with  reference  to  liability, 
based  upon  stock  assessments  of  course,  but  when  you  are  speaking 
of  moral  responsibility  I  consider  that  a  banker  is  morally  responsi- 
ble for  every  dollar  of  the  institution.  That  may  be  a  new  thing, 
but  that  is  the  way  we  look  at  it  out  West.  I  am  just  mentioning 
this  because  you  are  confusing  the  question  of  legal  responsibility 
and  moral  responsibility. 

Mr.  Williams.  Here  were  the  statements  to  the  examiner  that — 

We  have  verbal  instructions  to  charge  these  items  to  sending  banks  at  maturity 
and  they  feel  morally  obligated  for  all  this  paper. 

The  correspondence  which  accompanies  tnese  notes  gives  to  the  United  States 
Savings  Bank  the  authority  to  credit  proceeds  to  the  account  of  the  sending  bank  and 
also  authority  to  charge  the  note  to  their  account  at  maturity.  The  majontv  of  these 
notes  are  indorsed  "without  recourse,"  the  balance  are  not  indorsed  by  sending  bank. 

My  reports  show  that  at  the  examinations  of  December,  1914,  and  December, 
1915,  the  statements  of  the  officers  above  quoted  were  reiterated  as  to  the  liability 
of  the  sending  banks  for  all  of  the  paper  referred  to. 

Senator  Newberry.  If  I  clearly  understand  that,  that  liability  of 
the  other  banks  did  not  add  anything  or  detract  anything  from  the 
value  of  the  notes  ? 

Mr.  WnxiAMS-  Oh,  yes.  The  bank  in  Wilmington  that  sent  the 
paper  with  the  understanding,  as  shown  by  the  records,  that  they 
should  be  charged  with  it  if  not  paid,  is  still  in  existence,  still  a 
going  concern. 

Senator  Newberry.  Notwithstanding  that  guarantee,  the  exam- 
iners thought  the  notes  should  be  sold  ? 

Mr.  Williams.  Unquestionably.  They  thought  it  should  be  taken 
out,  even  if  they  had  that  guarantee  of  that  bank,  unquestionably, 
and  they  would  think  so  to-day,  and  would  say  so  with  great  em- 
phasis. But  the  point  is  that  they  should  have  been  taken  out  and 
paid  without  regard  to  any  other  consideration  of  any  sort.  This 
continues : 

At  various  other  examinations  I  had  repeatedly  warned  the  bank  that  the  pay- 
ment of  the  paper  herein  listed,  and  which  they  bo  definitely  stated  to  me  they  nad 
authority  to  charge  as  it  matured  to  the  correspondent  banks,  must  be  insisted  upon. 
in  view  of  the  circumstances  of  the  case,  the  flat  declarations  of  Mr.  Cooper,  the 
tank's  president,  and  the  relationship  of  the  said  Cooper,  the  president  of  the 
bank,  and  Thomas  E.  Cooper,  one  of  its  directors,  to  the  makers  or  beneficiaries 
uf  practically  all  of  this  paper,  and  their  moral  or  legal  responsibility  for  its  pay- 
ment. I  believed  that  the  directors  in  the  exercise  of  due  diligence  would  have  been 
able  to  collect  substantially  the  whole  of  it,  if  they  had  done. their  obvious  duty, 
although  the  makers  of  a  large  part  of  the  paper  were  themselves  of  doubtful  solvency. 

I  never  dreamed  that  Wade  H.  Cooper,  in  connection  with  the  removal  of  the 
criticized  paper  of  his  brothers  and  their  interests,  was  engineering  the  sale  to  his 
'Tother,  T.  E.  Cooper,  of  these  bonds  at  one-fifth  of  the  price  at  which  bonds  of  the 
flame  issue  were  sold  by  him  a  few  months  before  to  the  Waycross  bank,  in  which 
that  same  T.  E.  Cooper  was  a  director. 
Respectfully, 

Jas.  Trimble, 
National  Bank  Examiner. 

Senator  Newberry.  In  the  year  and  eight  months  that  have 
transpired  since  these  bonds  were  sold  at  16  or  20  cents,  has  the 
comptroller's  office  been  able  to  find  how  or  where  they  could  have 
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• 

been  sold  at  a  higher  price  ?  They  were  sold  under  pressure  of  the 
comptroller's  office  ana,presumabfy,  they  did  the  best  they  could. 
.  Mr.  Williams.  Mr.  Cooper  stated  to  this  committee,  Senator, 
some  months  ago,  if  I  remember  correctly,  that  at  least  $100,000  of 
those  bonds — I  think  I  am  correct — had  been  paid  off  bv  the 
bureau  at  par  since  that  time. 

Senator  X ewberhy.  I  am  talking  about  a  year  ago  last  November. 

Mr.  Williams.  I  say,  in  this  very  interval  that  you  speak  of, 
18  months,  or  whatever  it  is,  they  have  been  taken  in  and  redeemed 
at  par. 

If  I  am  not  correct  in  that,  Mr.  Chairman,  I  should  be  very  glad 
to  be  corrected. 

Senator  Newberry.  Of  course  that  does  not  answer  my  question. 

The  Chairman.  My  recollection  on  that  is  very  imperfect. 

Senator  Frelinghuysen.  Will  the  reporter  read  Senator  New- 
berry's question. 

Ofhe  question  referred  to  was  thereupon  read  by  the  reporter  as 
above  recorded.) 

Senator  Frelixghltsen.  I  do  not  think  the  comptroller  has 
answered  that  question. 

Eliminate  what  Mr.  Cooper  stated. 

Mr.  Williams.  I  had  eliminated  nearly  everything  that  he  states, 
and  I  thought  possibly  that  might  be  a  correct  statement 

Senator  Frelinghuysen.  Have  you  tried  to  ascertain  the  value 
of  those  bonds  before  making  the  statement  that  they  were  sold 
for  less  than  they  were  worth  ? 

Mr.  Williams.  Yes,  sir,  and  I  found — I  think  that  this  is  correct- 
that  a  considerable  amount  of  the  bonds  have  been  paid  off  at  par. 

Senator  Frelinghuysen.  Since  they  were  sold  ? 

Mr.  Williams.  Since  that  transaction;  yes. 

Senator  Frelinghuysen.  Do  you  know  that  ? 

Mr.  Williams.  I  have  reason  to  believe  so. 

Senator  Frelinghuysen.  Could  you  bring  in  evidence  to  that 
effect? 

Mr.  Williams.  I  will  endeavor  to  do  so  if  you  would  like  it. 

Senator  Frelinghuysen.  I  think  it  is  important. 

Senator  Newberry.  Is  my  question  to  be  passed  without  a  defi- 
nite answer,  or  will  you  answer  it  later  ? 

Mr.  Williams.  I  have  stated  that  they  are  not  bonds  which  are 
actively  dealt  in  in  the  market,  being  dealt  in  by  Mr.  Cooper  and  his 
interests.  He  has  had  a  list  of  the  bondholders.  He  has  stated 
from  time  to  time  that  he  has  paid  from  40  to  90  for  those  bonds, 
and  we  know  what  his  testimony  has  been.  I  am  not  able  to  give 
you  the  names  of  any  other  purchasers  of  those  bonds  except  the 
bureau  itself,  which  I  have  reason  to  believe  has  acquired  some  of 
the  bonds  at  par  from  Mr.  Cooper,  as  I  understand  it. 

Now,  gentlemen,  among  the  obligations  which  were  being  carried — 
but  let  me  state  that  I  am  advised  by  the  examiner  that  information 
in  his  possession  indicates  that  since  that  time,  since  those  bonds 
were  taken  from  the  United  States  Savings  Bank  by  Mr.  Thomas 
E.  Cooper,  a  brother  of  Mr.  Wade  Cooper,  at  60  or  20  cents  on  the 
dollar,  there  has  been  paid  25  per  cent  on  their  face  value  in  liqui- 
dating dividends  toward  the  payment  of  the  bonds — 25  per  cent 
paid  on  them,  leaving  the  balance  still  collectable;   25  per  cent  of 
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dividends  paid  on  those  bonds,  80  per  cent  of  which  were  taken  at 
16  cents  on  the  dollar. 

Senator  Newberry.  You  mean  leaving  a  balance  uncollectible  ? 

Mr.  Williams.  Leaving  a  balance  uncollectible;  yes,  sir — no; 
leaving  the  balance  collectible  to  be  paid  hereafter,  and  presumably 
will  be  paid. 

Senator  Gronna.  How  many  of  those  bonds  are  in  existence  now, 
Mr.  Williams  ? 

Mr.  Williams.  Perhaps  Mr.  Cooper  knows. 

Senator  Gronna.  I  would  like  to  know.  Can  you  furnish  it  for 
the  record  ? 

Mr.  Williams.  Will  you  not  ask  Mr.  Cooper 

Senator  Frelinghuysen.  He  is  not  on  the  stand  now. 

Senator  Gronna.  What  are  those  bonds  worth  now  ? 

Mr.  Williams.  I  do  not  know. 

Senator  Gronna.  Do  you  not  think  it  would  be  the  duty  of  your 
office  to  know  what  they  are  worth,  so  long  as  you  have  had  this 
controversy  ? 

Mr.  Williams.  I  do,  sir.  I  tried  to  find  out  the  other  day  by 
sending  an  examiner  to  Mr.  Cooper  for  a  copy  of  the  pamphlet  which 
he  laid  before  the  committee,  and  he  refused  to  let  him  have  it. 

Senator  Gronna.  Would  your  examiner  know  what  they  were 
worth  ? 

Mr.  Williams.  The  information  he  sought  was  refused  him  by 
Mr.  Cooper. 

Senator  Frelinghuysen.  Mr.  Williams,  it  is  a  corporation,  is  it 
not? 

Mr.  Williams.  A  very  close  corporation. 

Senator  Frelinghuysen.  Well,  it  is  a  corporation;  and  you  are 
in  a  position  to  ask  for  a  statement,  are  you  not  ? 

Mr.  Williams.  Oh,  maybe  I  could;  but  I  sent  and  asked  the  local 
director  and  he  refused  to  give  it. 

Senator  Newberry.  Have  you  not  access  to  the  Internal  Revenue 
Office  file  ? 

Mr.  Williams.  I  do  not  understand  that  I  have,  Senator.  I 
should  be  glad,  if  the  Internal  Revenue  Office  has  the  informa- 
tion  

Senator  Newberry.  It  must  have  made  some  income,  and  pre- 
sumably made  an  income-tax  return. 

Mr.  Williams.  If  you  think  it  desirable,  I  will  ask  the  Secretary 
of  the  Treasury  to  permit  the  comptroller  to  request  the  information. 

Senator  Newberry.  I  do  not  want  to  suggest  how  to  do  it.  I 
would  like  to  have  the  information,  myself. 

Mr.  Williams.  I  would  be  very  happy  to  act  on  your  suggestion, 
Senator. 

Senator  Frelinghuysen.  This  company — what  is  it  ? 

Mr.  Williams.  The  Bureau  of  Literature  and  Arts. 

Senator  Frelinghuysen.  The  Bureau  of  Literature  and  Arts  is 
incorporated  under  the  laws  of  some  State  ? 

Mr.  Williams.  I  do  not  know  whether  it  is  or  not.  It  may  be  a 
partnership  or  association.     I  do  not  know  what  its  form  was. 

Senator  Frelinghuysen.  You  do  not  know  whether  it  is  a  cor- 
poration or  a  partnership  ? 

Mr.  Williams.  I  do  not.    May  I  ask  the  examiner? 
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Senator  Frelinghuysen.  No  ;  I  want  you  to  answer.  You  do  not 
know  whether  it  is  a  corporation  or  a  partnership  ? 

Mr.  Williams.  I  do  not  know  exactly  the  form  of  the  association. 

Senator  Frelinghuysen.  If  it  were  a  partnership,  could  it  issue 
bonds  ? 

Mr.  Williams.  I  think  that  there  are  corporations  or  associations 
of  a  special  character  incorporated  under  the  laws  of  Massachusetts, 
for  example. 

Senator  Frelinghuysen.  I  do  not  know,  myself. 

Mr.  Williams.  I  do  not  know  whether  this  is  a  Massachusetts 
corporation  or  not. 

The  Chairman.  Was  there  not  a  statement  of  the  purposes  of  this 
company  put  into  the  record  ? 

Mr.  Williams.  A  statement  from  which  no  intelligent  conclusions 
could  be  drawn  by  me. 

Senator  Frelinghuysen.  Have  you  made  any  effort  to  get  a  state- 
ment from  the  company?  Have  you  applied  to  their  office  for  a 
statement  ? 

Mr.  Williams.  I  just  told  you  of  my  unavailing  efforts  to  get  some 
data  from  Mr.  Cooper. 

Senator  Frelinghuysen.  Is  Mr.  Cooper  an  officer  of  the  company? 

Mr.  Williams.  I  understand  he  is  a  director.  He  may  be  vice 
president;  I  do  not  know. 

Senator  Frelinghuysen.  Have  you  made  any  formal  application 
at  the  office  of  the  company  for  a  statement  ? 

Mr.  Williams.  I  have  not  personally.  I  do  not  know  how  far 
the  examiners  may  have  gone  in  their  efforts  to  find  out  something 
about  the  company.  I  Know  they  have  diligently  tried  to  inform 
themselves,  witn  results  which  were  not  entirely  satisfactory. 

Now,  Mr.  Chairman  and  gentlemen,  I  have  shown  you  the  char- 
acter of  the  paper  which  has  been  circulated  and  loaded  upon  these 
banks  here.  I  have  charged  that  there  was  a  coterie  of  men  who 
were  circulating  their  obligations  and  interlacing  their  loans  between 
the  Washington  bank  and  the  banks  of  the  Carolinas  and  Georgia. 
I  have  told  you  that  I  had  a  deep  mistrust  of  all  of  those  men ;  tnat 
I  could  not  believe  the  statements  which  were  made  to  the  comp- 
troller's office  by  them  and  in  their  behalf,  and  I  felt  that  they  were 
trying  to  impose  upon  the  local  banks  and  to  impose  upon  the  banks 
and  the  shareholders  of  the  banks  with  which  they  were  connected 
in  the  States  farther  South. 

I  showed  you,  in  February,  one  of  this  coterie  whose  paper  was 
frequently  found  in  the  local  banks,  the  United  States  Savings  Bank 
or  the  Union  Savings  Bank  here,  was  a  man  for  whose  arrest  orders 
had  been  issued  by  the  Chicago  courts  and  that  he  had  declined  to 
go  on  to  Chicago  to  face  trial  and  that  the  case  was  still  pending 
until  the  early  part  of  this  year,  when  some  kind  of  an  adjustment 
was  made,  or  settlement. 

I  will  now  read  you  a  statement  which  has  been  placed  in  my  hands 
in  the  past  few  days.     It  is  certified  to  by  the  clerk  of  the  court: 
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North  Carolina, 

Columbus  County. 


In  the  Superior  Court — February  Term,  1919. 

Complaint* 


The  American  Bank  &  Trust  Co.,  plaintiff, 

v. 
N.  P.  Jenrette,  defendant. 


The  American  Bank  &  Trust  Co.  is  the  company  of  which  Thomas 
E.  Cooper  is  president.  Thomas  E.  Cooper  is  also  a  director  of  the 
United  States  Savings  Bank  of  Washington.  N.  P.  Jenrette  was,  I 
believe,  the  acting  cashier  or  officer  of  the  State  Bank  at  Waycross 
which  drew  the  araf  ts  upon  the  Wilmington  bank  which  were  sub- 
sequently taken  out  or  accounted  for  at  the  time  that  Wade  Cooper 
sold  his  30,000  bureau  bonds  to  the  Waycross  Bank. 

(Reading:) 

Theplaintiff  complaining  of  the  defendant,  alleges: 

1.  That  the  plaintiff  ifi  a  corporation  duly  chartered  and  organized  under  the  laws 
of  North  Carolina,  and  doing  a  general  banking  business  in  the  city  of  Wilmington, 
N.  C,  and  was  such  at  the  time  hereinafter  mentioned. 

2.  That  on  the  26th  day  of  September,  1917,  the  defendant  became  indebted  to  the 
plaintiff  in  the  sum  of  three  thousand  one  hundred  and  eighty-five  and  08/100 
($3,185.08)  dollars,  and  to  secure  the  same  the  defendant  executed  and  delivered 
to  the  plaintiff  his  promissory  note  in  words  and  figures,  to  wit: 

$3,185.08.  Wilmington,  N.  Q.uSepL  26th,  1917, 

This  note  was  dated  between  the  time  that  the  bureau  bonds  were 
sold  bv  Wade  Cooper  to  the  Waycross  Bank  at  100,  and  the  time 
that  the  United  States  Bank  sola  77,000  to  Wade  Cooper's  brother 
at  16  or  20.  t 

May  26th,  1918,  after  day  1  or  we  promise  to  pay  to  the  American  Bank  &  Trust 
Co..  or  order  at  said  bank  and  trust  company  of  Wilmington,  N.  C,  three  thousand 
one  hundred  and  eighty-five  and  08/100  dollars,  for  value  received,  and  discount 
before  and  with  interest  after  maturity,  at  the  rate  of  six  per  cent  per  annum,  and  all 
collection  charges,  attorney's  fees,  etc.,  having  deposited  with  it  as  collateral  security 
therefor  and  for  any  other  indebtedness  which  may  now  exist  or  may  hereafter  accrue 
from  us  to  said  bank. 

Cut  #43  par  (10)  ten  shares  Waycross  Savings  &  Trust  Co. 

Out  #26  par  (10)  ten  shares  Bank  of  Floral  City. 

Out  #22  par  (20)  ten  shares  Bank  of  Floral  City. 

Which  it  is  hereby  authorized  to  sell  without  notice,  at  public  or  private  sale  at  its 
option,  in  case  of  tne  nonperformance  of  this  promise,  applying  the  net  proceeds  to 
the  payment  of  this  note,  including  the  interest  and  attorney's  fees,  collection  charges, 
etc.,  and  to  any  other  indebtedness  then  existing  from  to  said  bank  and  trust  companv 
and  accounting  to  for  the  surplus,  if  any,  in  case  of  deficience  promise  to  pay  said  oank 
and  trust  company  the  amount  thereof  forthwith  after  such  sale,  with  interest  upon 
amount  unpaid  at  the  rate  above  specified,  and  in  case  the  above  security  shall  decline 
in  value  at  any  time  before  the  maturity  of  this  obligation,  and  shall  upon  request 
verbal  or  written,  fail  to  make  good  the  margin,  then  the  said  bank  and  trust  company 
or  its  assigns  may  proceed  to  sell  as  if  this  note  had  matured. 

Presentation,  demand  of  payment,  protest,  and  notice  of  nonpayment  or  of  protest 
is  hereby  waived  by  all  parties  to  this  note. 

(Signed)  N.  P.  Jenrette. 

Post  Office,  Tabor,  N.  C. 
5/26/18. 

3.  That  by  said  promissory  note  and  paper  writing  set  out  in  article  two  of  this  com- 
plaint, the  defendant  obligated  to  pay  to  the  plaintiff  the  sum  of  three  thousand  and 
one  hundred  and  eighty-five  and  08/100  ($3,185.08)  dollars,  on  the  26th  day  of  May, 
1918,  with  interest  after  maturity. 

4.  That  at  the  time  the  said  note  or  paper  writing  above  set  out,  was  executed  and 
delivered  to  the  plaintiff  by  the  defendant,  the  said  defendant  endorsed,  turned  over, 
and  delivered  the  stocks  mentioned  in  the  paper  writing  above  alleged  for  the  payment 
of  the  said  promissory  note  made  by  the  defendant,  V  P.  Jenrette,  to  the  plaintiff. 
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5.  That  at  the  maturity  of  the  said  note  the  same  was  not  paid  nor  any  part  thereof; 
although  repeated  demands  had  been  made  on  said  defendant  by  the  plaintiff  for  the 
money  due  on  said  note,  but  defendant  has  failed,  neglected,  and  refused  to  pay  the 
money  evidenced  by  said  note  and  still  refuses  to  pay  the  same. 

6.  That  the  plaintiff  is  still  the  owner  of  said  note  and  in  the  possession  of  the  said 
stocks,  and  the  full  amount  of  said  note  is  still  due  and  owing  to  the  plaintiff. 

Wherefore  plaintiff  prays  judgment — 

First.  For  the  sum  of  $3,185.08  with  interest  on  the  same  from  the  26th  day  of  May, 
1918. 

Second.  That  the  said  bank  stocks  mentioned  in  the  complaint  be  sold  by  a  com- 
missioner to  be  appointed  by  this  court. 

Third.  For  the  cost  of  this  action  and  for  such  other  and  further  relief  As  the  plaintiff 
may  be  entitled  to  in  the  premises. 

Lewis  &  Powell, 
Attorneys/or  Plaintiff. 

North  Carolina,  New  Hanover  County. 

T.  E.  Cooper,  being  duly  sworn,  says:  That  the  plaintiff  is  a  corporation  duly 
chartered  and  organized  and  doing  business  in  North  Carolina;  that  he  is  president  of 
said  corporation;  that  he  has  read  the  foregoing  complaint,  and  the  same  is  true  to  his 
own  knowledge,  except  as  to  those  matters  therein  stated  on  information  and  belief, 
and  as  to  those  matters  he  believes  to  be  true. 

Thos.  E.  Cooper,  President. 

Sworn  to  and  subscribed  before  me  this  20th  day  of  March,  1919. 

[l.  s.]  C.  E.  Bethea,  Notary  Public. 

My  commission  expires  June  10th,  1920. 


North  Carolina,  Columbus  County. 

I,  J.  L.  Memory,  clerk  Superior  Court,  in  and  for  said  county  and  Stat3,  do  hereby 
certify  that  the  foregoing,  or  annexed,  four  sheets,  is  a  true  and  correct  copy  of  the 
original  complaint  as  now  on  file  in  my  said  office. 

Witness  my  hand  and  seal,  this  30th  day  of  June,  1919. 

[seal.]  J.  L.  Memory, 

Clerk  Superior  Court. 

Here  is  the  answer: 

State  of  North  Carolina, 
Columbus  County. 

American  Bank  &  Trust  Company] 

r.  [Answer. 

N.  P.  Jenrette.  J 

The  defendant,  answering  the  complaint,  says: 

First.  That  he  admits  article  one  of  the  complaint  to  be  true. 

Second.  That  he  admits  article  two  of  the  complaint  to  be  true,  except  that  it  is 
subject  to  the  qualifications  set  forth  in  the  further  defense  to  this  section. 

Tnird.  Answering  the  third  allegation,  the  defendant  admits  the  same  to  be  true, 
except  that  the  same  is  subject  to  the  qualifications  set  forth  in  the  further  defense. 

Fourth.  Answering  the  fourth  allegation,  the  defendant  denies  the  same,  and  to  the 
contrary  avers  that  while  he  admits  that  he  endorsed  the  stocks  mentioned  in  the  said 
paper- writing,  he  did  not  turn  over  and  deliver  the  same  to  the  plaintiff,  as  they  were 
already  then  in  the  possession  of  the  plaintiff,  and  that  he  simply  signed  the  note  and 
endorsed  the  stock  which  was  presented  to  him,  the  same  being  already  in  the  pos- 
session of  the  plaintiff. 

Fifth.  The  defendant  admits  that  at  the  maturity  of  the  said  note  the  same  was  not 
paid,  but  denies  that  repeated  demands  have  been  made  on  the  defendant  for  the 
payment  of  the  said  note,  but  admits  that  he  has  been  requested  to  renew  the  same 
nrom  time  to  time  and  has  failed  to  renew  the  same  from  the  maturity  of  the  said  note. 

Sixth.  Answering  the  sixth  allegation,  the  defendant  says  that  he  has  no  knowlegde 
or  information  sufficient  to  form  a  belief  as  to  the  truth  of  the  said  article,  and  therefore 
asks  that  plaintiff  he  put  to  strict  proof  of  the  same. 

For  a  further  defense  of  this  action,  the  defendant  says:  That  whDe  this  defendant 
is  nominally  the  maker  of  the  promissory  note  sued  on  in  this  action,  that  he  is  neither 
morally  nor  equitably  the  debtor  thereunder,  but  the  true  debtors  are  Thomas  K 
Cooper,  the  president  of  the  plaintiff  bank 
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And  at  the  present  time,  gentlemen,  a  director  of  the  United  States 
Savings  Bank 

and  L.  J.  Cooper,  his  brother,  and  that  the  said  note  was  given  for  the  accommodation 
and  benefit  and  advantage  of  the  said  Thomas  E.  Cooper  and  L.  J.  Cooper,  as  is  here- 
inafter detailed;  that  this  defendant,  in  the  year  1914,  or  thereabouts,  represented  the 
said  Thomas  E.  Cooper  and  L.  J.  Cooper,  in  the  States  of  Georgia  and  Florida,  as  an 
agent,  confidential  and  personal  friend,  in  assisting  in  conducting,  together  with 
L.  J.  Cooper,  the  business  of  the  Way  cross  Savings  &  Trust  Co.,  the  State  Bank  of 
Wavcross,  the  Herald  Publishing  Co.,  the  Way  cross  Street  Railroad  Co.,  and  the  Bank 
of  floral  City,  in  the  State  of  Florida; 

One  of  the  banks  whose  stock  appears  to  have  been  pledged  as 
security  for  the  loan. 

that  during  the  said  year  all  of  the  said  several  institutions  or  corporations  became 
utterly  and  notoriously  insolvent,  and  upon  public  investigation  being  made  the 
condition  of  the  said  several  institutions  began  seriously  to  reflect  upon  the  business 
ability,  integrity,  and  character  of  the  said  L.  J.  Cooper  and  his  brother,  Thomas  E. 
Cooper,  and  the  Cooper  family;  that  in  order  to  save  an  exposure  and  prevent  any 
such  reflection,  this  affiant,  who  was  a  first  cousin  and  confidential  employee  of  the 
said  Thomas  E.  Cooper  and  L.  J.  Cooper,  was  induced  by  them  to  execute  in  his 
name,  for  which  he  was  in  no  respect  personally  liable,  and  for  their  benefit  and 
accommodation,  notes  aggregating  nearly  one  hundred  thousand  dollars; 

I  pause  here,  gentlemen,  to  mention  that  among  the  securities  which 
were  so  highly  praised  by  Mr.  Wade  Cooper,  found  in  the  portfolio  of 
the  United  States  Savings  Bank  here  by  one  of  the  examiners,  was 
$16,000  of  Jenrette  paper.  Possibly  it  may  have  been  a  part  of  that 
$100,000  on  which  he  said  he  owed  nothing. 

Senator  Gronna.  Is  this  statement  you  are  reading  now  a  state- 
ment made  by  Mr.  Jenrette  i 

Mr.  Williams.  Yes,  sir. 

(Continuing  reading:) 

that  on  either  the  said  note  or  the  other  notes  this  affiant  did  not  owe  one  cent  person- 
ally, but  being  as  aforesaid  a  first  cousin  of  the  said  L.  J.  Cooper  and  Thomas  E.  Cooper 
and  a  confidential  agent  and  friend 

And  I  will  also  say,  a  first  cousin,  necessarily  to  Mr.  Wade  Cooper 
who  took  the  notes  which  I  have  just  referred  to  and  carried  them  in 
the  local  banks — over  $16,000  of  notes  at  one  time  in  the  bank. 

The  Chairman.  Did  the  bank  suffer  any  loss  ? 

Mr.  Williams.  At  least  some  of  those  Jenrette  notes  were  taken 
up  about  the  time  of  the  bureau  bond  transaction 

The  Chairman.  You  did  not  answer  my  question.  Did  the  bank 
suffer  anv  loss  ? 

Mr.  Williams.  Not  that  I  know  of,  on  that  note. 

The  Chairman.  Proceed. 

Mr.  Williams  (continuing  reading) : 

confidential  agent  and  friend,  he  allowed  them  to  use  him  and  his  name  as  a  seape- 
poat  to  relieve  them  from  the  onus  and  reflection  that  arose  from  the  said  negligent 
conduct  of  the  business  of  the  said  several  institutions;  that  when  this  defendant 
signed  the  said  note  sued  on  in  this  action  the  note  was  brought  to  him  by  the  said 
Thomas  E.  Cooper  and  L.  J.  Cooper,  together  with  certain  stocks  mentioned  in  the  said 
note,  none  of  which  had  this  defendant  theretofore  owned  and  in  nine  of  which  he 
had  any  interest  whatsoever,  and  the  said  Thomas  E.  Cooper  and  L.  J.  Cooper  requested 
the  defendant  to  execute  the  said  note  and  endorse  the  said  stock  for  them,  and  he  did 
so.  thev  taking  the  same  and  using  it  or  discounting  it  in  some  way  in  the  American 
Bank  k  Trust  Co.:  that  this  defendant  in  this  transaction  never  asked  or  requested 
the  American  Bank  &  Trust  Co.  to  lend  him  a  cent ;  that  the  money  was  not  loaned  to 
him  actually  and  what  became  of  the  money  this  defendant  does  not  know,  as  the  said 
Thomas  E.  Cooper  and  L.  J.  Cooper  managed  the  same  entirely,  he  simply  allowing 
them  to  use  his  name  as  a  figurehead;  that  this  defendant  does  not  owe  the  said  debt 
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5.  That  at  the  maturity  of  the  said  note  the  same  was  not  paid  nor  any  part  thereof; 
although  repeated  demands  had  been  made  on  said  defendant  by  the  plaintiff  for  the 
money  due  on  said  note,  but  defendant  has  failed,  neglected,  and  refused  to  pay  the 
money  evidenced  by  said  note  and  still  refuses  to  pay  the  same. 

6.  That  the  plaintiff  is  still  the  owner  of  said  note  and  in  the  possession  of  the  said 
stocks,  and  the  full  amount  of  said  note  is  still  due  and  owing  to  the  plaintiff. 

Wherefore  plaintiff  prays  judgment — 

First.  For  the  sum  of  $3,185.08  with  interest  on  the  same  from  the  26th  day  of  May, 
1918. 

Second.  That  the  said  bank  stocks  mentioned  in  the  complaint  be  sold  by  a  com- 
missioner to  be  appointed  by  this  court. 

Third.  For  the  cost  of  this  action  and  for  such  other  and  further  relief  As  the  plaintiff 
may  be  entitled  to  in  the  premises. 

Lewis  &  Powell, 
Attorneys  for  Plaintiff. 

North  Carolina,  New  Hanover  County. 

T.  E.  Cooper,  being  duly  sworn,  says:  That  the  plaintiff  is  a  corporation  duly 
chartered  and  organized  and  doing  business  in  North  Carolina;  that  he  is  president  of 
said  corporation;  that  he  has  read  the  foregoing  complaint,  and  the  same  is  true  to  his 
own  knowledge,  except  as  to  those  matters  therein  stated  on  information  and  belief, 
and  as  to  those  matters  he  believes  to  be  true. 

Thos.  E.  Cooper,  President. 

Sworn  to  and  subscribed  before  me  this  20th  day  of  March,  1919. 

[l.  8.]  C.  E.  Bethea,  Notary  Public. 

My  commission  expires  June  10th,  1920. 


North  Carolina,  Columbus  County. 

I,  J.  L.  Memory,  clerk  Superior  Court,  in  and  for  said  county  and  Stat 3,  do  hereby 
certify  that  the  foregoing,  or  annexed,  four  sheets,  is  a  true  and  correct  copy  of  the 
original  complaint  as  now  on  file  in  my  said  office. 

Witness  my  hand  and  seal,  this  30th  day  of  June,  1919. 

[seal.]  J.  L.  Memory. 

Clerk  Superior  Court. 

Here  is  the  answer: 

State  op  North  Carolina, 
Columbus  County, 

American  Bank  &  Trust  Company] 

r.  [Answer. 

N.  P.  Jenrette.  J 

The  defendant,  answering  the  complaint,  says: 

First.  That  he  admits  article  one  of  the  complaint  to  be  true. 

Second.  That  he  admits  article  two  of  the  complaint  to  be  true,  except  that  it  is 
subject  to  the  qualifications  set  forth  in  the  further  defense  to  this  section. 

Tnird.  Answering  the  third  allegation,  the  defendant  admits  the  same  to  be  true, 
except  that  the  same  is  subject  to  the  qualifications  set  forth  in  the  further  defense. 

Fourth.  Answering  the  fourth  allegation,  the  defendant  denies  the  same,  and  to  the 
contrary  avers  that  while  he  admits  that  he  endorsed  the  stocks  mentioned  in  the  said 
paper-writing,  he  did  not  turn  over  and  deliver  the  same  to  the  plaintiff,  as  they  were 
already  then  in  the  possession  of  the  plaintiff,  and  that  he  simply  signed  the  note  and 
endorsed  the  stock  which  was  presented  to  him,  the  same  being  already  in  the  pos- 
session of  the  plaintiff. 

Fifth.  The  defendant  admits  that  at  the  maturity  of  the  said  note  the  same  was  not 
paid,  but  denies  that  repeated  demands  have  been  made  on  the  defendant  for  the 
payment  of  the  said  note,  but  admits  that  he  has  been  requested  to  renew  the  same 
from  time  to  time  and  has  failed  to  renew  the  same  from  the  maturity  of  the  said  note. 

Sixth.  Answering  the  sixth  allegation,  the  defendant  says  that  he  has  no  knowleede 
or  information  sufficient  to  form  a  belief  as  to  the  truth  of  the  said  article,  and  therefore 
asks  that  plaintiff  be  put  to  strict  proof  of  the  same. 

For  a  further  defense  of  this  action,  the  defendant  says:  That  while  this  defendant 
is  nominally  the  maker  of  the  promissory  note  sued  on  in  this  action,  that  he  is  neither 
morally  nor  equitably  the  debtor  thereunder,  but  the  true  debtors  are  Thomas  B 
Cooper,  the  president  of  the  plaintiff  bank '■ 
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And  at  the  present  time,  gentlemen,  a  director  of  the  United  States 
Savings  Bank 

and  L.  J.  Cooper,  his  brother,  and  that  the  said  note  was  given  for  the  accommodation 
and  benefit  and  advantage  of  the  said  Thomas  E.  Cooper  and  L.  J.  Cooper,  as  is  here- 
inafter detailed;  that  this  defendant,  in  the  year  1914,  or  thereabouts,  represented  the 
Raid  Thomas  E.  Cooper  and  L.  J.  Cooper,  in  the  States  of  Georgia  and  Florida,  as  an 
agent,  confidential  and  personal  friend,  in  assisting  in  conducting,  together  with 
L.  J.  Cooper,  the  business  of  the  Waycross  Savings  &  Trust  Co.,  the  State  Bank  of 
Wavcross,  the  Herald  Publishing  Co.,  the  Waycross  Street  Railroad  Co.,  and  the  Bank 
of  Flora!  City,  in  the  State  of  Florida; 

One  of  the  banks  whose  stock  appears  to  have  been  pledged  as 
security  for  the  loan. 

that  during  the  said  year  all  of  the  said  several  institutions  or  corporations  became 
utterly  and  notoriously  insolvent,  and  upon  public  investigation  being  made  the 
condition  of  the  said  several  institutions  oegan  seriously  to  reflect  upon  the  business 
ability,  integrity,  and  character  of  the  said  L.  J.  Cooper  and  his  brother,  Thomas  E. 
Cooper,  and  the  Cooper  family;  that  in  order  to  save  an  exposure  and  prevent  any 
such  reflection,  this  affiant,  who  was  a  first  cousin  and  confidential  employee  of  the 
said  Thomas  E.  Cooper  and  L.  J.  Cooper,  was  induced  by  them  to  execute  in  his 
name,  for  which  he  was  in  no  respect  personally  liable,  and  for  their  benefit  and 
accommodation,  notes  aggregating  nearly  one  hundred  thousand  dollars; 

I  pause  here,  gentlemen,  to  mention  that  among  the  securities  which 
were  so  highly  praised  by  Mr.  Wade  Cooper,  found  in  the  portfolio  of 
the  United  States  Savings  Bank  here  by  one  of  the  examiners,  was 
116,000  of  Jenrette  paper.  Possibly  it  may  have  been  a  part  of  that 
$100,000  on  which  he  said  he  owed  nothing. 

Senator  Gronna.  Is  this  statement  you  are  reading  now  a  state- 
ment made  by  Mr.  Jenrette  ? 

Mr.  Williams.  Ye3,  sir. 

(Continuing  reading:) 

that  on  either  the  said  note  or  the  other  notes  this  affiant  did  not  owe  one  cent  person- 
ally, but  being  as  aforesaid  a  first  cousin  of  the  said  L.  J.  Cooper  and  Thomas  E.  Cooper 
and  a  confidential  agent  and  friend 

And  I  will  also  say,  a  first  cousin,  necessarily  to  Mr.  Wade  Cooper 
who  took  the  notes  which  I  have  just  referred  to  and  carried  them  in 
the  local  banks — over  $16,000  of  notes  at  one  time  in  the  bank. 

The  Chairman.  Did  the  bank  suffer  any  loss  ? 

Mr.  Williams.  At  least  some  of  those  Jenrette  notes  were  taken 
up  about  the  time  of  the  bureau  bond  transaction 

The  Chairman.  You  did  not  answer  my  question.  Did  the  bank 
suffer  anv  loss  ? 

Mr.  Williams.  Not  that  I  know  of,  on  that  note. 

The  Chairman.  Proceed. 

Mr.  Williams  (continuing  reading) : 

confidential  agent  and  friend,  he  allowed  them  to  use  him  and  his  name  a?  a  scape- 
poat  to  relieve  them  from  the  onus  and  reflection  that  arose  from  the  said  negligent 
conduct  of  the  business  of  the  said  several  institutions:  that  when  this  defendant 
•«i2ned  the  said  note  sued  on  in  this  action  the  note  was  brought  to  him  by  the  said 
Thomas  E.  Cooper  and  L.  J.  Cooper,  together  with  certain  stocks  mentioned  in  the  said 
note,  none  of  which  had  this  defendant  theretofore  owned  and  in  nine  of  which  he 
had  any  interest  whatsoever,  and  the  said  Thomas  E.  Cooper  and  L.  J.  Cooper  requested 
the  defendant  to  execute  the  said  note  and  endorse  the  Baid  stock  for  them,  and  he  did 
*o.  they  taking  the  same  and  iwing  it  or  discounting  it  in  some  way  in  the  American 
Rank  A  Trust  Co.:  that  this  defendant  in  this  transaction  never  asked  or  requested 
the  American  Bank  &  Trust  Co.  to  lend  him  a  cent:  that  the  money  was  not  loaned  to 
him  actually  and  what  became  of  the  money  this  defendant  does  not  know,  as  the  said 
Thomas  E.  Cooper  and  L.  J.  Cooper  managed  the  same  entirely,  he  simply  allowing 
them  to  use  his  name  aa  a  figurehead:  that  this  defendant  does  not  owe  the  said  debt 
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(Continuing  reading) : 

that  this  defendant  states  that  Thomas  E.  Cooper,  the  president  of  the  plaintiff  bank, 
who  verified  the  complaint  in  this  cause,  and  L.J.  Cooper,  a  brother  of  the  said  Thomas 
E.  Cooper,  are  the  true  and  real  debtors  on  the  said  note,  and  not  this  defendant;  that 
this  defendant,  in  the  States  of  Georgia  and  Florida,  represented  the  said  Thomas  E. 
Cooper  and  L.  J.  Cooper  in  the  capacity  of  agent  and  personal  friend  in  conducting, 
or  assisting  in  conducting,  together  with  L.  J.  Cooper,  the  business  of  the  Waycross 
Savings  &  Trust  Co.,  the  State  Bank  of  Waycross,  the  Herald  Publishing  Co.,  the 
Waycross  Street  Railway  Co.,  and  the  Bank  of  Floral  City,  in  the  State  of  Florida; 
that  during  the  year  1914  all  of  the  said  several  institutions  or  corporations  became 
insolvent,  and,  upon  public  investigation,  began  seriously  to  reflect  upon  the  business 
ability,  integrity,  ana  character  of  the  said  L.  J.  Cooper  and  Thomas  E.  Cooper,  and 
the  Cooper  family;  that  in  order  to  save  an  exposure  and  to  prevent  any  such  reflec- 
tion, this  affiant  was  induced  by  Thomas  E.  Cooper  and  L.  J.  Cooper  to  execute  in 
his  name  the  note  sued  on  in  the  complaint,  together  with  other  notes  aggregating 
nearly  one  hundred  thousand  dollars ■ 

The  Chairman.  I  would  like  to  get  this  clear  as  we  go  along. 
You  said  many  of  these  banks  failed.  He  has  not  stated  what  banks. 
This  is  the  statement  of  Jenrette  ? 

Mr.  Williams.  He  was  an  officer  of  one  of  the  banks  that  failed. 

The  Chairman.  Did  any  of  the  banks  with  which  Mr.  L.  J.  Cooper 
was  connected  or  Thomas  E.  Cooper,  or  any  of  the  family,  fail  ? 

Mr.  Williams.  I  am  coming  to  an  illustration  of  that  in  a  few 
minutes  if  you  will  kindly  allow  me  to  proceed  in  an  orderly  way. 

The  Chairman.  Just  answer  my  question. 

Mr.  Williams.  I  think  that  Mr.  L.  J.  Cooper  was  an  officer  of  this 
very  State  bank  which  failed.  That  is  my  impression.  You  can 
have  it  verified. 

The  Chairman.  You  do  not  know  whether  any  of  the  institutions 
with  which  the  Coopers  were  connected  failed  or  not  ? 

Mr.  Williams.  Yes;  I  do  know  that  a  number  of  the  banks  were 
closed  out. 

The  Chairman.  In  which  they  were  officers? 

Mr.  Williams.  In  which  they  were  officers  or  guiding  and  direct- 
ing spirits.  I  have  not  them  ready  at  hand,  but  I  can  get  a  tabulated 
statement  of  the  official  connection  of  the  Cooper  family  with  failed 
banks,  and  if  you  would  like  me  to  do  so  I  can  present  you  with  such 
a  schedule. 

The  Chairman.  I  did  not  know  but  what  you  knew. 

Mr.  Williams.  I  have  not  it  at  hand  in  a  detailed  statement. 
Here  is  the  affidavit  of  Jenrette,  an  officer  of  the  bank,  which  he 
states  became  notoriously  insolvent. 

(Continuing  reading:) 

that  during  the  year  1914  all  of  the  said  several  institutions  or  corporations  became 
insolvent 

That  included  three  banks 

became  insolvent,  and,  upon  public  investigation,  began  seriously  to  reflect  upon  the 
business  ability,  integrity,  ana  character  of  the  said  L.  J.  Cooper  and  Thomas  E.  Cooper 
and  the  Cooper  family;  that  in  order  to  save  an  exposure  and  to  prevent  any  such 
reflection,  this  affiant  was  induced  by  Thomas  E.  Cooper  and  L.  J.  Cooper  to  execute 
in  his  name  the  note  sued  on  in  the  complaint,  together  with  other  notes  aggregating 
nearly  one  hundred  thousand  dollars;  that  in  the  said  notes  and  in  the  note  sued  on, 
this  affiant  owed  not  one  cent  personally,  but  being  a  relative,  to  wit,  a  first  cousin  of 
the  said  L.  J.  Cooper  and  Thomas  E.  Cooper,  and  in  order  to  protect  the  family  name, 
he  allowed  the  said  Thomas  E.  Cooper  and  L.  J.  Cooper  to  use  him  as  a  scapegoat  to 
to  save  the  reputation  of  the  said  Coopers;  that  he  executed  the  said  note  and  signed 
indorsements  for  the  stock  mentioned  therein  as  collateral,  not  one  share  of  which  he 
owned,  but  which  was  transferred  to  him  by  the  said  Coopers,  or  at  their  instance,  and 
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turned  over  by  them  and  discounted  in  the  American  Bank  &  Trust  Co.,  of  Wilming- 
ton, X.  C,  in  affiant's  name;  that  the  said  Thomas  E.  Cooper,  president  of  theAmerican 
Hank  <fc  Trust  Co.,  knew  every  detail  of  the  transaction  hereinbefore  alluded  to, 
advised,  concurred  in,  and  induced  this  defendant  to  sign  and  execute  the  said  note 
tor  him  and  the  said  L.  J.  Cooper,  and  it  is  absolutely  necessary,  in  order  to  have  a 
complete  determination  of  the  transaction,  that  the  said  Thomas  E.  Cooper  and  L.  J. 
(coper  be  made  parties  defendant  in  this  action,  it  being  the  intent  and  purpose  of 
the  law  to  determine  the  entire  controversy  in  one  action;  that  this  affiant  says  that 
the  American  Bank  &  Trust  Co.,  through  its  president,  Thomas  E.  Cooper,  had  full 
notice  of  all  the  facts  detailed,  and  that  therefore  this  matter  is  in  no  sense  a  surprise 
to  them,  but  a  matter  of  whicn,  as  stated  above,  they  were  fully  aware  from  the  time 
the  said  note  was  originally  executed  and  from  time  to  time  renewed.  That  the  Baid 
Thomas  E.  Cooper  and  L.  J.  Cooper  agreed  to  hold  this  affiant  harmless  from  any  lia- 
bility on  the  said  note  and  that  they  would  pay  the  same  and  not  subject  him  to  the 
payment  when  the  same  should  mature. 

For  the  above  reasons,  therefore,  this  affiant  prays  the  court  to  have  the  said  Thomas 
E.  Cooper  and  L.  J.  Cooper  made  parties  defendant  to  this  action  and  that  they  be 
allowed  to  file  an  answer  together  with  him  in  this  cause  if  they  so  desire. 

N.  P.  Jenrette. 

Subscribed  and  sworn  to  before  me  this  10th  day  of  April,  1919. 

J.  L.  Memory,  C.  S.  C. 

State  of  North  Carolina,  Columbus  County. 

American  Bank  &  Trust  Co.,] 

v.  Notice. 

N.  P.  Jenrette. 

To  the  plaintiff  above  named: 

Please  take  notice:  That  the  defendant  will  move,  before  his  honor  T.  H.  Calvert, 
judfitf.  at  the  opening  of  court  at  Whiteville,  N.  C.  on  Monday,  the  21st  day  of  April, 
1919.  to  have  Thomas  E.  Cooper  and  L.  J.  Cooper  made  parties  defendant  in  this  cause 
r<n  the  affidavit  hereto  annexed,  of  which  the  plaintiff  should  take  due  notice. 
This  9th  day  of  April,  1919. 

Schulken  &  Toon, 
John  D.  Bellamy  &  Son. 

Attorneys  for  the  Defendant. 

North  Carolina.  Columbus  County. 

I,  J.  L.  Memory,  clerk  superior  court  in  and  for  said  county  and  State,  do  hereby 
certify  that  the  foregoing  and  annexed  three  sheets  is  a  true  and  correct  copy  of  the 
hsrioal  affidavit,  as  now  on  tile  in  my  said  office. 
Witness  my  hand  and  official  seal,  this  30th  day  of  June,  1919. 

J.  L.  Memory, 
Clerky  Superior  Court. 

I  have  another  communication  in  connection  with  this  matter 
that  I  will  lay  before  you. 

The  Chairman.  Do  you  know  whether  the  Coopers  were  made 
parties  to  this  cause? 

Mr.  Williams.  I  was  going  to  bring  another  statement  forward 
in  that  same  connection. 

The  Chairman.  Have  you  finished  with  this  affidavit? 

Mr.  Williams.  No,  sir;  not  yet. 

Mr.  Chairman  and  gentlemen,  it  appears  to  have  become  kaown  in 
Xorth  Carolina  that  a  copy  of  this  had  been  furnished  by  the  court 
to  me,  and  yesterday  we  received  this  letter  from  Robert  Ruark, 
attorney  at  law,  Wilmington,  N.  C. — WUliam  B.  Campbell — dated 
July  12,  1919,  three  days  ago: 
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[Treasury  Department,  Office  of  Comptroller  of  the  Currency.    National  Bank  Examiner  D.  C.  Borden. 

507  Post  Office  Building.] 

Atlanta,  Ga.,  June  S3, 1919, 
Comptroller  of  the  Currency, 

Washington,  D.  C. 
Sir:  There  is  inclosed  herewith  a  certified  copy  of  indictment  against  L.  J.  Coopr 
in  the  Superior  Court  of  Echols  County,  Ga. 

This  indictment  charges  that  L.  J.  Cooper,  the  president  of  the  Bank  of  Statenville, 
unlawfully  caused  that  institution  to  become  fraudulently  insolvent  and  the  indict- 
ment is  for  felony. 

Respectfully,  D.  C.  Borden, 

National  Bank  Examiner. 

Here  is  the  indictment: 

Georgia,  Echols  County. 

In  the  superior  court  of  said  county. 

The  grand  jurors  selected,  chosen,  and  sworn  for  the  county  of  Echols,  to  wit: 
J.  P.  Padgett,  foreman,  pro  tem.;  W.  C.  Howell,  L.  B.  McMichael,  J.  F.  Parrish. 

James  Burnett,  W.  0.  Valentine,  R.  Tomlinson,  W.  T.  Green,  M.  E.  Cowart,  D.  C. 

Carter,  T.  D.  Herndon,     John  Wetherington,  W.  M.  Moore,  J.  J.  Hughes,  James 

Touchton,  John  Rewisr  D.  W.  Barnes. 
In  the  name  and  behalf  of  the  citizens  of  Georgia,  charge  and  accuse  L.J.  Cooper, 

of  the  county  and  State  aforesaid,  with  the  offense  of  felony 

The  Chairman.  Well,  that  is- 


Mr.  Williams.  May  I  finish  this  ? 

The  Chairman.  Yes;  but  I  thought  you  were  going  to  tell  us, 
now,  what  banks  were  insolvent. 

Mr.  Williams.  This  is  one. 

The  Chairman.  You  mean  it  has  been  put  in  the  hands  of  a 
receiver  ? 

Mr.  Williams.  I  do  not  know  whether  there  is  enough  left  to  put 
in  the  hands  of  a  receiver. 

The  Chairman^  You  do  not  know  anything  about  it  ? 

Mr.  Williams.  I  am  reading  thi*  for  what  it  states.  (Continuing 
reading) : 

For  that  the  said  L.  J.  Cooper,  on  the  5th  day  of  January,  in  the  year  of  our  Lord 
one  thousand  nine  hundred  and  eighteen,  in  the  county  aforesaid,  did  then  and  there, 
unlawfully  and  with  force  and  arms,  being  president  of  the  Bank  of  Statenville.  a 
chartered  bank  incorporated  under  the  la\* s  of  said  State,  and  as  such  officer  of  said 
chartered  bank,  he  being  by  law  charged  with  the  fair  and  legal  administration  of 
its  affairs,  the  said  Bank  of  Statenville  th(  n  and  there  pending  and  during  the  said 
official  charge  and  responsibility  of  the  said  L.  J.  Cooper,  did  then  and  there  be  and 
become  fraudulently  insolvent. 

Contrary  to  the  laws  of  said  State,  the  good  order,  peace,  and  dignity  thereof. 

Echols  Superior  Court,  September  adjourned  term  1918. 

C.  E.  Hay,  Solicitor  General. 

Special  presentment. 

May  I  just  finish  reading  this? 

The  Chairman.  No.;  the  committee  will  have  to  suspend  now. 
The  committee  will  take  a  recess  until  2.30  o'clock  this  afternoon. 

(Whereupon,  at  12  o'clock  noon,  the  committee  took  a  recess 
until  2.30  o'clock  p.  m.) 
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AFTERNOON   SESSION. 

The  committee  reconvened,  pursuant  to  the  taking  of  recess,  at 
2.40  o'clock  p.  m. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS— Besomed. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  when  we  adjourned 
I  was  engaged  in  reading  an  affidavit  in  regard  to  the  indictment  of 
L.  J.  Cooper.  I  had  finished  it  except  the  certificate  of  the  clerk  of 
the  court.     I  want  to  simply  complete  it. 

Georgia,  Echols  County. 

I.  W.  D.  Clayton,  clerk  superior  court  of  said  county,  do  hereby  certify  that  the 
above  and  foregoing  is  a  true  and  correct  copy  of  indictment  returned  against  L.  J. 
Cooper,  at  the  September  adjourned  term  of  Echols  superior  court,  as  same  appears 
of  file  in  this  office. 

Witness  my  hand  and  official  seal  at  Statenville,  Echols  Countv,  Georgia,  this  4th 
day  of  June,  A.  D.  1919. 

W.  D.  Clayton  [seal]. 
Clerk  Superior  Court,  Echols  County,  Ga. 

Mr.  Chairman,  you  made  inquiry  of  me  at  the  hearing  this  morning 
as  to  whether  I  had  endeavored  to  find  out  what  the  real  value  of  the 
bureau  bonds  was.  In  that  connection  I  wish  to  read  the  inclosed 
copy  of  a  letter,  which  was  addressed  on  May  29,  1919,  to  the  board 
of  directors  of  the  United  States  Savings  Bank,  Washington,  D.  C,  in 
which,  in  addition  to  referring  to  that  subject,  I  answered  other 
questions,  I  think,  which  were  raised  this  morning  as  to  the  present 
condition  of  the  United  States  Savings  Bank,  which  I  think  pertinent 
at  the  moment,  perhaps. 

Board  of  Directors 
United  States  Savings  Bank, 

Washington,  D.  C. 

The  Chairman.  Will  you  call  attention  to  the  salient  points,  and 
put  the  whole  document  in  ? 
Mr.  Williams.  I  would  like  to  read  it.     It  is  not  very  long. 
The  Chairman.  All  right. 


Mr.  Williams.  It  reads: 


Treasury  Department, 
Comptroller  of  the  Currency, 

Washington,  D.  C,  May  29,  1919. 


Board  op  Directors, 

United  States  Savings  Bank, 
Washington,  D.  C. 
Gentlemen:  The  report  of  an  examination  of  your  hank  made  as  of  April  10, 

iflclosing  a  copy  of  the  minutes  of  the  meet  ing  of  tne  board  held  with  the  examiners 

at  the  close  of  the  examination,  has  been  received. 
Your  attention  is  directed  to  the  following  matters  subject  to  criticism: 
Loans  txceedinq  10  per  cent  of  the  capital  and  surplus. — Six  loans  and  balances  with 

nonmember  banks  in  excess  of  10  per  cent  of  the  bank's  capital  and  surplus  were 

held  on  the  day  of  the  examination,  including  the  loans  to  members  of  a  group  upon 


president. 
Savings  Bank. 

The  aggregate  amount  of  the  loans,  etc.,  made  exceeding  10  per  cent  of  the  capital 
and  surplus  is  $175,065.09,  or  nearly  double  the  amount  of  your  capital. 

One  of  the  loans  exceeding  the  10  per  cent  limit  which  was  excessive  at  the  previous 
examination  (Mount  Pleasant  Garage  Co.)  has  been  permitted  to  increase  since  that 
time. 
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Your  bank  has  been  repeatedly  advised  of  the  regulations  of  this  office  in  regard 
to  restricting  loans  to  one  party  or  interest  to  10  per  cent  of  the  capital  and  surplus, 
which  is  the  restriction  imposed  by  law  upon  national  banks. 

This  record  indicates  the  continued  disregard  of  your  officers  and  directors  of  regula- 
tions of  this  office. 

You  are  again  advised  that  all  loans  should  be  reduced  to  an  amount  not  to  exowd 
10  per  cent  of  the  capital  and  surplus,  and  you  are  requested  to  explain  why  tho  loan 
to  the  Mt.  Pleasant  Garage  Co.  was  pormitted  to  increase.  You  are  requested  to  state, 
over  the  individual  signatures  of  all  of  your  directors,  whether  or  not  in  future  you  will 
restrict  your  loans  to  office  requirements  and  what  steps  will  be  taken  to  reduce  the 
loans  now  held. 

Overdue  paper. — Loans  amounting  to  $48,280.40,  are  reported  overdue  This  sum 
constitutts  nearly  50  ppr  cent  ot  the  bank's  capital,  and  immediate  efforts  should  be 
made  to  collect  the  amount.  These  include  a  note  of  J.  G.  Faircloth,  $10,502,  seven 
months  overdue,  indorsed  by  W.  B.  Coop  r,  brother  of  your  president,  which  should  l>e 
collected. 

Slow  or  doubtful  assets. — Such  assets  are  reported  aggregating  836,460.01.  These 
items  should  continue  to  receive  attention  with  a  view  to  collection  or  other  proper 
adjustment. 

Real  estate  loans. — Notwithstanding  previous  admonitions,  your  bank  still  holds 
loans  amounting  to  824,353.60,  secured  in  whole  or  in  part  by  second  liens  on  real 
estate  or  trusts  on  unimproved  property,  one  of  which  is  to  Caroline  B.  Cooper,  wife  of 
Wade  H.  Cooper,  president  of  your  bank.  This  loan  amounts  to  84,500  and  has  been 
previously  criticized,  having  originally  been  taken  into  the  bank  on  a  dummy  loan 
signed  by  Miss  Hatfield,  clerk  in  the  Union  Savings  Bank,  and  living  in  the  home  of 
\\ade  H.  Cooper,  president. 

Your  attention  has  been  previously  called  to  such  unsatisfactory  assets,  and  special 
efforts  should  be  made  to  comply  with  instruction  in  this  respect. 

In  no  event  should  additional  loans  be  made  upon  the  security  of  second  trusts. 

Outside  paper. — At  the  time  of  examination  your  bank  held  paper  amounting  to 
848,500,  taken  from  the  American  Bank  &  Trust  Co.  of  Wilmington,  N.  C.  (of  which 
Thomas  E.  Cooper,  director  of  your  bank;  is  president),  and  bearing  its  indorsement. 
In  addition,  your  bank  had  on  deposit  with  that  trust  company  818.152.90,  making  a 
total  loan  of  866.652.90,  for  which  the  American  Bank  &  Trust  Co.,  of  Wilmington.  i9 
directly  or  indirectly  liable.  This  sum  amounts  to  66  per  cent  of  the  entire  capital  of 
your  bank.  The  examiners  state  that  the  open  account  due  your  bank  from  the  trust 
company  is  rarely,  if  ever,  less  than  10  per  cent  of  your  bank's  capital  and  surplus. 

The  makers  of  the  notes  taken  from  the  trust  company  should  either  be  known  to  the 
directors  of  your  bank  as  good  for  their  obligations  or  else  the  notes  should  be  sup- 
ported by  such  satisfactory  credit  data  as  to  warrant  the  extension  of  credit.  In  any 
event  the  balance  due  from  that  trust  company  on  open  account  and  unsecured  should 
be  reduced. 

The  paper  taken  from  the  American  Bank  &  Trust  Co.,  embraces  a  considerable 
amount  of  loans  which  can  not  properly  be  classed  as  "commercial  paper,"  which 
should  be  required  to  be  secured  by  collateral  before  being  discounted  by  you  and 
which  bear  the  indication  of  being  merely  "  accommodation  paper." 

Current  work. — The  examiners  report  that  the  attention  of  the  bank's  executive 
officers  has,  at  previous  examinations,  been  called  to  the  unsatisfactory  method  used 
in  handling  the  bank's  current  business.  A  large  part  of  the  daily  current  business 
is  not  entered  upon  the  books  until  the  following  day. 

This  is  a  dangerous  practice  and  makes  it  possible  for  errors  or  discrepancies  in 
the  bank's  cash  to  be  carried  with  little  chance  of  discovery.  It  is  also  difficult  if 
not  impossible,  to  make  a  correct  report  of  the  bank's  condition  as  of  the  close  of 
business  of  a  past  date,  as  required  by  law. 

You  are  advised  that  these  unbusinesslike  and  loose  practices  should  be  remedied. 

Usurious  interest  rates. — The  report  of  the  examiners  indicates  that  your  bank 
continues  the  exaction  of  usurious  rates  of  interest,  some  charges  being  made  directly 
and  some  indirectly  by  commission  or  otherwise. 

You  are  requested  to  inform  this  office  specifically  what  the  policy  of  your  bank 
will  be  in  future  as  to  confining  interest  rates  to  the  legal  amount. 

A  special  report  in  connection  with  the  rates  of  interest  exacted  by  you  on  loans, 
has  recently  been  requested  of  your  bank  but  has  not  yet  been  furnished. 

Bonds  of  the  Bureau  of  National  Literature. — The  comptroller  wrote  the  directors 
of  your  bank  fully  on  March  19,  1919,  in  connection  with  the  sale  of  877,700  of  these 
bonds  to  one  of  your  directors  in  November,  1917,  at  16  cents  on  original  par  value. 

You  are  reminded  of  the  warning  which  Examiner  Trimble  gave  to  the  board  of 
directors  at  the  time  of  the  sale,  of  which  they  are  fully  advised,  that  as  he  was  not 
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» 

informed  as  to  the  real  worth  of  the  bonds  if  they  were  sold  to  any  of  the  Cooper 
hn »thers  or  any  one  else  at  a  lower  price  than  they  were  found  to  be  worth  after  invert  i- 
rarion,  the  purchasing  director  and  other  directors  consenting  to  the  sale  would  \*e 
liable  for  the  full  amount  of  the  difference  between  the  price  at  which  they  might 
l>e  sold  and  their  actual  worth. 

You  state  in  your  letter  of  April  9  that  "We  had  little  knowledge  of  the  value  of  the 
In.nda  (bureau  bonds)  and  acted  upon  the  recommendation  of  Examiner  Trimble. 
We  are  unable  to  state  what  the  market  value  of  the  bonds  is  and  are  unwilling  to 
venture  any  opinion  upon  that  subject  without  further  investigation. " 

In  response  to  your  complaint  that  you  "had  little  knowledge4'  of  the  value  of  the 
bureau  bonds  at  the  time  they  were  taken  from  your  bank,  in  November.  1917.  y-.u 
arc  reminded  that  at  that  time  the  president  of  your  bank,  Wade  H.  i'**»\*r.  wi*  a 
director  as  we  understand  in  the  bureau  company  and  was  largely  <*>iAw\uas.  :t* 
affairs  and  its  management,  and  at  that  time  thoroughly  conversant  with  the  mulxt'I^J 
<> edition  of  the  bureau.  His  action,  therefore,  in  omitting  U»  supply  u*  i*-.»  w 
directors  in  the  bank  with  full  information  which  might  have  enabled  th*m  v  i  mu 
an  intelligent  judgment  as  to  the  bonds  at  the  time  of  the  sale,  can  n»t  be  t  *  *ir  <uj  y 
condemned. 

You  are  respectfully  advised  to  obtain  from  Mr.  Wade  H.  i'<*i%w*.  ;rr**,<j*T;-    ,j 
your  bank  and  director  of  the  bureau,  a  copy  of  the  financial  ™  udr  j •«,  **•  *n«-  •  ur*i.u 
a«of  Novemtier  1  or  December  1,  1917,  and  also  such  oth^r  ii,:«  rnifj-a  wn  t*~jtu*" 
'he  affairs  of  the  corporation  at  that  time  as  may  now  eiiaM*-  y.  "  vtm  hi  ::   -.   „•-  - 
judgment  of  the  real  or  intrinsic  value  of  the  $77,700  ?*'i«dfc  v  r  i-i  •■•-•■.       j    •   - 
Timc  disposed  of  to  another  one  of  your  directors,  Thorn**  h   •  •,  .;»*-   i    n    :— -       •  ~ 
president  of  your  bank,  at  the  manifestly  inadequate  \*:x'*~  .,    .     <r  j«     -     ■ 
<i  'liar—your  "president  having  admitted  before  th*  **>zjtr*   *   i 
l*»mrht  f>onds  from  other  holders  at  as  high  as  90  **••>  ••• 

In  your  letter  • f  April  9,  you  assure  this  offV*-  "i-t*     V  * 
in  the  matter,  with  tiiis  idea  in  view  we  will  I*  »a*:  -».  i* 

Ht«\ 

It  is  plain  fn*m  The  evidence  that  your  \miX  :ia-*.~c  t.  t  «" 
to  the  brother  of  y-ur  president  with  lb*-  i**-**"  *  »    : :_   ^    . 
>ideration  grossly  inadequate  and  far  *•**!  w    :#*  ;-.-»-  M    * 
admitted  he  was  •  lying  bonds  from  "*:  •*■*      ".  -a:    *.i .    . 
•■:ie  of  the  largesa.  u  not  the  largest,  b  «j  j-r   »      -.•**.:.    •  1  . 
Lave  been  kept  j»es#d  by  your  pr^-a '..**:-  t:.    7*  :.i-,   ,  . 

Your  declara*i'tt  that  "we  hi-d  _—_.■*   r:.  r ,-'.,--         ^ 
under  those  fir  -umstances.  a  r"i  •••"-"-■:      ,.  .         .-. 
'  ijL-dde"  oi  the  •  areau  and  >  •-  aj:-:  aj:  :  *.  -    *-.  .-     ;^ 
N*n*ihle  deal  aad  who  conce*.-"!  2  s  :-•  •-     »    -   •-     * 
tbMii  know,  the  tru**  financial    -  1.-.*-  1     -•-..- 
tank's  txmds  were  sacrificed,  ar.d  *  .0  •    *i>  ;  •-*.-  --.   *    - 
sixth  of  the  rave  at  which  similar  U-Lir  **■--  :^-i  »•  .-*. 

These  wHl  authenticated  facts  ar*  «u«  n.:-**-i  *.•    *i.*       „ 
a<  'ion  as  the  situation  demand?. 

Your  bank  has  ur  a  long  tim*  1*-**t,  '  l  **  *  »*~"^      * 
Its  condition  is  still  verv  uxi£aii«facv  ry.     T:  .-    ::    »  ;.  ^ 
U-  made  iorthwith.  and  if  the  l*ank  -  '• »:...  a  •:    *►  :, 
'votined  under  the  adminJ5iraTi"ii  '■:  'n  ;.••*«-       •*    ^» 
tanking  methods,  other  olii'*r»  •i'-u-'i  *•-  -.*-  ■-•       "  ..   , 
r^j^rted  that  they  do  not  f^uszd^T  *i*-  r: 

A  full  reply  is  requested  to  Tii*  l-v-y        -r    «  ►  . 
directors. 

Respectfully, 

Now,  Mr.  Chairman  arj  i  ?*---•  j*-::***«    -    « 
Sa\nn^s  Bank  transarti*  *.  ;•    •»•-«:•     ., 
attention  now  t'.»  tLe  v'.-.tj  •   f  -  .*  V 

The  Chairmax.  Mr.  W^^jn-    - 

Mr.  Williams.  Ye*.  *-r.     W  UJ     . 

The  Chairmax.  I  t:^::.£  if  ;•»-..  4w  t  ,^ 
here. 

125023— 1Sh~n 


*> .- 
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Mr.  Williams.  It  reads: 

June  11,  1919. 
Comptroller  op  the  Currency, 

Treasury  Department,  Washington,  D.  C. 

Dear  Sir:  Replying  to  your  office  letter  of  May  29,  1919,  as  directors  of  the  United 
States  Savings  Bank,  we  reply  as  follows. 

Your  examiner  was  mistaken  in  reporting  that  our  loans  in  excess  of  10  per  cent  of 
the  capital  and  surplus  were  $175,065.09,  or  "nearly  double  the  amount  of  your 
capital.'1  As  a  matter  of  fact,  our  loans  in  excess  of  10  per  cent  did  not  approach 
anywhere  near  that  sum.  And  to-day  our  loans  in  excess  of  the  10  per  cent  limit 
are  only  $12,821.19. 

In  reply  to  your  inquiry  regarding  the  Mount  Pleasant  garage  loan,  we  beg  to  say 
that  they  are  good  customers  of  ours  and  their  paper  is  perfectly  good,  and  our  com- 
mittee authorized  the  granting  of  a  small  temporary  loan  which  made  it  in  excess  of 
10  per  cent,  but  which  has  since  been  reduced  within  the  10  per  cent  limit. 

Replying  to  your  inquiry  as  to  whether  or  not  we  will  restrict  our  loans  to  your 
office  requirements,  we  beg  to  say  that  we  have  earnestly  endeavored  to  conform  to 
the  law  and  the  requirements  of  your  office,  and  will  endeavor  to  continue  to  do  so 
whenever  and  wherever  such  requirements  are  compatible  with  the  best  interests 
of  this  bank. 

Please  note  that  the  comptroller's  rules  and  regulations  will  be 
observed  when  in  their  judgment  they  are  compatible  with  the  best 
interests  of  the  bank. 

The  Chairman.  Just  read  the  letter,  ^Mr.  Williams. 

Mr.  Williams.  Continuing. 

Our  loans  exceeding  the  10  per  cent  limit  have  been  reduced  to  a  minimum,  as  we 
only  have  three  loans  in  excess  of  the  10  per  cent  limit  at  this  time. 

You  state  that  we  have  overdue  paper  amounting  to  $48,289.46,  according  to  the 
report  of  your  examiner.  There  is  absolutely  no  criticism  of  any  of  this  paper,  as  it 
is  all  perfectly  good,  and  most  of  it  has  already  been  put  in  current  shape.  A  great 
deal  of  this  paper  classed  as  overdue  is  demand  paper,  secured  by  perfectly  good 
collateral,  but  was  classified  by  your  examiner  as  overdue,  because  the  quarterly 
interest  had  not  been  collected. 

The  note  of  J.  G.  Faircloth,  to  which  you  refer  specifically,  as  your  examiner  knew 
at  the  time,  was  overdue  for  the  reason  that  a  note  of  anotherparty  had  been  accepted 
as  a  substitute,  with  the  understanding  that  the  note  of  J.  G.  Faircloth,  indorsee  by 

W.  B.  Cooper- 
Brother  of  the  president — 

would  not  be  surrendered  until  the  payment  of  the  other  note,  which  is  in  the  hand? 
of  counsel  for  collection. 

You  class  as  slow  or  doubtful  assets,  paper  aggregating  $36,460.01.  As  a  matter  of 
fact  the  examiner's  recent  report  in  our  hands  shows  that  he  only  classified  as  doubtful 
about  $4,736.50,  consisting  of  depreciation  in  securities  $2,736.50  and  loans  on  real 
estate  $2,000.  We  do  not  think  there  will  be  any  loss  whatever  on  either  one  of  these 
items,  as  we  think  we  have  appreciation  sufficient  to  cover  all  depreciation  in  securi- 
ties and  the  estimated  loss  of  the  examiner  in  real  estate  is  a  mistake,  as  he  classifies 
it  as  second  deed  of  trust,  when  as  a  matter  of  fact,  we  own  the  houses  and  have  ahead  v 
sold  one  of  the  same,  while  the  other  house  is  bringing  in  sufficient  rent  to  carry  all 
charges  and  reduce  the  trust. 

The  examiner  is  mistaken  in  reporting  the  number  of  loans  as  secured  by  unim- 
proved real  estate,  as  we  have  heretofore  shown.  The  loan  of  W.  Murray  Baechtel 
lor  $1,900,  now  $1,100,  is  secured  by  an  apartment. 

The  loan  of  Victor  J.  Evans  of  $4,500  is  secured  by  75  shares  of  stock  on  the  Ord- 
nance Building  Corporation,  which  is  a  very  valuable  building. 

The  loan  of  H.  W.  Bonne tte  of  $440  is  regarded  by  us  as  absolutely  good  without 
any  security  any  time. 

The  note  of  Caroline  B.  Cooper  of  $4,500  is  secured  by  a  perfectly  good  improved 
property.  It  was  explained  to  the  examiner  that  this  property  was  bought  in  the 
name  of  another  party,  for  the  reason  that  it  was  believed  that  it  could  be  bought 
cheaper.  His  statement  that  it  was  a  dummy  loan  is  untrue,  as  the  note  has  never 
been  in  this  bank  in  any  other  form  except  in  the  name  of  Caroline  B .  Cooper. 

The  loan  of  James  L.  Karrick,  for  $6,921.19,  has  been  reduced  from  about  $14,000, 
and  is  perfectly  good. 
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The  loan  of  Lewis  A.  Alexander  for  $812.50,  is  secured  by  two  houses,  one  of  which 
has  recently  been  sold  for  $1,000. 

The  loan  of  $1,000  to  R.  and  Marie  Allen,  is  perfectly  good. 

The  Fort  Mver  Heights  Land  Co.,  for  $3,500  was  originally  $10,000  and  has  been 
reduced  to  $3,500. 

The  loan  of  Theresa  Holt  for  $50  has  been  paid  in  full. 

The  loan  of  Marie  A.  Fitzgibbon  of  $130,  is  secured  by  real  estate  worth  several  times 
the  value  of  the  loan. 

The  loan  of  Bettie  A.  Heal  of  $600,  is  believed  to  be  perfectly  good,  as  the  same  is 
amply  secured  by  real  estate  and  is  continually  reduced.  Mrs.  Heal  is  perfectly  good, 
without  any  security,  for  this  amount. 

The  notes  purchased  from  the  American  Bank  &  Trust  Co.,  as  heretofore  shown, 
«>nsists  of  the  best  commercial  paper,  we  believe,  that  can  be  found  in  any  part  of 
the  country,  and,  as  before  stated,  nas  always  been  paid  promptly  at  maturity.  We 
endeavor  to  keep  a  balance  with  them  within  the  10  per  cent  limit,  but  by  charging 
paper  to  their  account  at  its  maturity  sometimes  increases  the  balance  carried  with 
them,  owing  to  our  failure  to  draw  on  them  for  the  amount  charged  to  their  account. 

We  would  be  <*lad  to  have  you  indicate  to  us  what  part  of  this  paper  bears  the  indica- 
ti«>n  of  " accommodation  paper, "  and  why. 

With  reference  to  your  criticism  of  handling  the  bank's  current  business,  we  beg 
to  say  that  this  bank  keeps  open  until  5.30  for  the  accommodation  of  its  customers, 
and  the  officers  endeavor  to  make  settlement  every  day  at  3  o'clock.  Should  the 
examiner  come  in  here  at  that  hour,  we  would  have  no  trouble  whatever  in  making 
a  correct  report  of  the  bank's  condition — no  more  trouble  than  in  any  other  bank  at 
any  other  time  fixed  for  closing  the  bank's  business. 

We  deny  that  we  have  been  guilty  of  exacting  usurious  rates  of  interest.  We  collect 
commissions  on  real  estate  loans,  as  is  customary  in  the  District  of  Columbia,  and 
sometimes  purchase  paper  at  a  reasonable  rate  of  discount,  which  we  are  advised  is 
perfectly  legal. 

Again  referring  to  the  bonds  of  the  Bureau  of  National  Literature.  We  explained  to 
you  in  detail  in  our  letter  of  April  9,  1919,  that  these  bonds  were  sold  upon  the  rec- 
ommendation of  Examiner  Trimble,  and  not  for  16  cents,  as  you  state  in  your  letter, 
but  at  20  cents,  in  addition  to  taking  out  a  lot  of  assets  which  had  been  criticised  by 
Examiner  Trimble.  This  bringB  the  price  paid  for  these  bonds,  by  Director  Thomas  E . 
hooper,  nearer  50  cents  or  60  cents  on  the  dollar  than  either  16  cents,  or  20  cents,  as 
stated  in  your  two  letters,  as  part  of  the  assets  taken  out  by  Director  Thomas  E.  Cooper 
had  already  been  charged  off  as  a  loss. 

We  also  showed  you  in  that  letter,  and  in  the  affidavits  attached,  that  our  president 
bad  insisted  that  these  bonds  were  worth  a  great  deal  more  than  Examiner  Trimble 
valued  them  at,  Examiner  Trimble  always  insisting  that  they  should  be  disposed  of.' 

You  will  pardon  us  for  expressing  our  surprise  at  your  statement  that  this  bank  is 
still  in  a  very  unsatisfactory  condition  and  nas  been  on  the  special  list  for  frequent 
examinations,  especially  in  view  of  the  fact  that  Examiner  Trimble  has  recently 
stated  the  contrary.  In  fact,  at  the  last  examination,  he  only  asked  us  to  charge  off 
147. 

You  will  also  pardon  us  for  stating  that  your  criticism  of  our  management  and  your 
criticism  of  our  officers  is  at  variance  with  the  record  of  the  bank  and  the  statement  of 
Examiner  Trimble.  It  may  be  that  the  examiners  have  "recently"  criticized  the 
management,  but  certainly  not  until  "recently." 

We  have  a  bank  with  over  two  million  of  deposits,  with  a  surplus  and  undivided 
profits  of  seventy  thousand,  paying  8  per  cent  dividend,  earning  about  20  per  cent, 
with  the  infinitesimal  sum  of  $47  requested  to  be  charged  off,  but  notwithstanding 
this,  you  criticize  the  management  and  the  officers.  We  respectfully  submit  that  any 
fair  examination  will  show  the  condition  of  the  bank  to  be  equal  to  the  condition  of 
the  very  best  in  any  part  of  this  country. 
Respectfully  submitted. 

Wade  H.  Cooper.  R.  A.  Dore. 

William  D.  Barry.  John  J.  Sheeht. 

Wilbur  H.  Zepp.  W.  E.  G.  Penny. 

Charles  A.  Goldsmith.        Wm.  R.  DeLashmutt. 

W.  W.  Anderson, 
Geo.  A.  Rock, 

Directors  since  January,  1918. 
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Before  reading  the  reply  from  the  office  to  this  letter,  I  wish  to 
comment  upon  the  statement  here,  a  flat  misstatement,  in  which  he 
says: 

We  deny  that  we  have  been  guilty  of  exacting  usurious  rates  of  interest.  We  col- 
lect commissions  on  real  estate  loans,  as  is  customary  in  the  District  of  Columbia, 
and  sometimes  purchase  paper  at  a  reasonable  rate  of  discount,  >  hich  we  are  advised 
is  perfectly  legal. 

Their  own  special  report  submitted  to  the  office  shows  rates  rang- 
ing from  7f  to  26  per  cent,  and  we  have  evidence  of  still  higher  rates 
being  charged  by  the  bank.  ' 

The  reply  which  was  sent  bjr  the  office,  under  date  of  June  20, 

1919,  is  as  follows: 

June  20, 1919. 
Boabd  of  Directors, 

United  States  Savings  Bank,  Washington,  D.  C. 

Gentlemen:  Director  W.  W.  Anderson,  of  your  bank,  left  with  this  office  on  June 
12  your  reply  to  office  communication  of  May  29. 

In  this  letter  you  state:  "Your  examiner  was  mistaken  in  reporting  that  our  loans 
in  excess  of  10  per  cent  of  the  capital  and  surplus  were  $175,065.09,  or  *  nearly  double 
the  amount  of  your  capital.1  As  a  matter  of  fact  our  loans  in  excess  of  10  per  cent 
did  not  approach  anywhere  near  that  sum." 

As  cleariy  indicated  in  the  copy  of  the  report  sent  you  by  the  examiners,  the  fol- 
lowing loans  and  accommodations  were  reported  as  being  in  excess  of  10  per  cent  of 
vour  capital  and  surplus,  and  the  total  of  these  loans  and  accommodations  is,  as  stated 
in  office  letter  of  May  29,  $175,065.09. 

And  here  is  a  list  of  the  loans.  I  should  be  pleased  to  read  them 
if  you  desire  the  loans  read. 

The  Chairman.  It  is  all  going  to  be  printed,  Mr.  Williams.  There 
are  onlv  a  few  members  of  the  committee  here. 

Mr.  Williams.  I  will  not  read  the  detailed  list  of  loans. 

The  Chairman.  You  can  put  the  whole  letter  hi  and  we  will  read 
it.     Did  you  get  a  reply  to  that  ? 
.  Mr.  Williams.  I  am  not  advised  of  a  reply  to  this,  Senator. 

The  Chairman.  Suppose  you  put  that  in  the  record. 

Mr.  Williams.  This  shows  a  succession  of  inaccurate  statements. 

The  Chairman.  The  letter  will  show. 

(The  letter  is  printed  in  the  record  in  full,  as  follows:) 

June  20, 1919. 
Board  of  Directors, 

United  States  Savings  Bank,  Washington,  D.  C. 

Gentlemen  :  Director  W.  W.  Anderson,  of  your  bank,  left  with  this  office  on  June  12, 
your  reply  to  office  communication  of  May  29. 

In  this  letter  you  state:  "Your  examiner  was  mistaken  in  reporting  that  our  loans 
in  excess  of  10  per  cent  of  the  capital  and  surplus  were  $175,065.09  or  4 nearly  double 
the  amount  of  your  capital.'  As  a  matter  of  fact  our  loans  in  excess  of  10  per  cent 
did  not  approach  anywhere  near  that  sum." 

As  cleariy  indicated  in  the  copy  of  the  report  sent  you  by  the  examiners,  the  fol- 
lowing loans  and  accommodations  were  reported  as  being  in  excess  of  10  per  cent  of 
your  capital  and  surplus,  and  the  total  of  these  loans  and  accommodations  is,  as 
stated  in  office  letter  of  May  29,  $175,065.09: 
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A.  A.  Chapin $9,000.00 

A.  A.   Chapin  and   Geo.   P. 
Sacks 15,000.00 


24, 000. 00 


Mount  Pleasant  Garage  Co 25, 000.  00 

Do 1,500.00 


26, 500.  00 


James  L.  Karrick 8, 300.  00 

Do 6,921.19 

Martin  T.  Dry  den,  accommo- 
dation maker  for  Jas.  L. 
Karrick 10,000.00 


25, 221. 19 


Henry  P.  Elliott $16,000.00 

John  W.  Lewis 14,000.00 

Do 500.00 


14, 500. 00 


F.  H.  Kramer. 6, 000.  00 

Simon  Oppenheimer 3,  755.  50 

F.  H.  Kramer 3,755.50 

Paul  Pearson 2, 030.  00 

H.  B.  Denham 6,000.00 

Norman  Fischer 5, 150.  00 

26, 691.  00 


Amount  due  from  the  Ameri- 
can Bank  &  Trust  Co., 
Wilmington,  N.  C 18, 152.  90 


175, 065.  09 


Fulton  R.  Gordon 24,000. 00 

The  examiners  inform  this  office  that  they  have  in  their  office  complete  transcript 
of  all  of  these  loans,  as  well  as  complete  transcripts  of  all  other  loans  held  by  your 
bank  at  the  time  of  the  examination,  and  that  thf  se  loans  were  all  then  held  as  assets 
of  the  bank  and  were  discussed  with  the  officers  and  directors  of  the  bank  as  assets 
of  the  bank.  The  examiners  further  inform  this  office  that  these  loans  bore  the  num- 
bers indicating  that  thev  were  regarded  as  valid  assets  of  the  bank  and  that  if  any 
of  them  were  not  so  helel  then  the  loans  were  short  just  to  that  extent,  and  that  the 
hank's  officers  deceived  them  in  representing  that  thf  se  loans,  which  were  held  with 
other  loans  in  the  bank's  note  files,  were  valid  assets  of  the  bank. 

The  examiners  also  inform  this  office  that  the  loans  were  balanced  from  the  original 
net's;  the  transcripts  of  the  notes  were  then  made  and  called  back  and  compared 
with  the  original  lists  and  found  to  agree,  thus  conclusively  proving  that  the  exami- 
ners were  not  "mistaken,"  but  that  your  claim  is  unfounded. 

The  amount  of  the  balance,  $18,152.90,  due  from  the  American  Bank  &  TruBt  Co., 
Wilmington,  N.  C,  was  ascertained  from  the  books  of  your  bank  and  was  verified  by 
the  examiners  in  the  usual  way. 

You  stat?  that  "our  loans  in  excess  of  the  10  per  cent  limit  are  only  $12,821.19." 
This  must  be  an  error,  as  a  loan  of  that  amount  would  not  be  in  excess  of  10  per  cent 
of  your  capital  and  surplus,  your  limit  being  $14,000. 

The  examiners  inform  this  office  that  toward  the  close  of  this  examination  President 
fonpT  advised  them  that  several  of  these  excessive  loans  had  been  taken  out,  and 
wh^n  the  examiners  inquired  of  him  as-  to  where  they  had  been  taken  he  re  plied 
that  they  had  been  transferred  to  the  Union  Savings  Bank  of  this  city,  of  which  tie  is 
al?o  president. 

You  state:  "Replying  to  your  inquiry  as  to  whether  or  not  we  will  restrict  our 
loan*  to  your  office  requirements,  we  beg  to  say  that  we  have  earnestly  endeavored 
to  conform  to  the  law  and  the  requirements  of  your  office,  and  will  endravor  to  con- 
tinue to  do  so,  whenever  and  wherever  such  requirements  are  compatible  with  the 
Iwst  interests  of  this  bank.  Our  loans  exceeding  the  10  per  cent  limit  have  been 
reduced  to  a  minimum,  as  we  only  have  three  loans  in  excess  of  the  10  p(  r  cent  limit 
at  this  time."  It  is  noted  in  the  foregoing  quotation  that  you  do  not  reply  to  the 
inquiry  made  in  office  letter  of  May  29.  as  to  whether  or  not  you  will  in  future  restrict 
your  loans  to  the  10  per  cent  limitation  to  one  borrower,  but  it  is  apparent  from  your 
statement  that  you  will  only  observe  such  requirements  when  in  your  judgment 
compatible  with' the  best  interests  of  your  bank. 

The  report  of  the  examination  shows  that  your  bank  held  24  past-due  notes  aggre- 
gating $48,289.46,  and  that  only  8  of  these  loans,  aggregating  $17,120.43,  were  demand 
lnans  classed  as  overdue  on  account  of  default  in  interest.  The  examiners  inform 
Ihis  office  that  some  of  these  loans  have  boen  criticised  at  previous  examinations  of 
this  bank  and  that  they  were  all  a  subject  uf  criticism  or  discussion  at  the  time  of  this 
lamination. 

You  state:  "The  note  of  J.  G.  Faircloth,  to  which  you  refer  specifically,  as  your 
examiner  knew  at  the  time,  was  overdue  for  the  reason  that  a  note  of  another  party 
tod  been  accepted  as  a  substitute,  with  the  understanding  that  the  note  of  J.  G. 
Faircloth,  endorsed  by  W.  B.  Cooper"  (brother  of  your  president)  "would  not  be 
surrendered  until  the  payment  of  the  other  note,  which  is  in  the  hands  of  counsel  for 
collection."  The  examiners'  report  Phows  that  the  note  of  J.  G.  Faircloth,  $10,502, 
dated  June  5,  1918,  due  October  15,  1918,  was  held  by  your  bank,  and  there  was  held 
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as  collateral  to  same  a  note  of  W.  F.  Hale  and  M.  A.  Bayles,  $10,500,  which  note  was 
indorsed  by  J.  N.  Garber,  B.  F.  Garber,  Judson  J.  Whitehead,  and  George  T.  Baird. 
This  note,  held  as  collateral,  was  dated  August  21,  1918,  and  fell  due  November  19, 
1918,  and  was,  therefore,  also  past  due.  The  examiners  inform  this  office  that  they 
asked  President  Cooper  why  he  had  not  called  on  his  brother,  W.  B.  Cooper,  who  is 
the  indorser  on  the  Faircloth  note  for  payment  and  that  President  Cooper  replied  that 
he  wanted  to  collect  the  amount  from  Hale  and  Bales,  in  order  to  "protect "  his  brother, 
and  that  he  further  said  that  his  brother  was  abundantly  good  for  the  amount.  The 
Hale  and  Bayles  note  was  due  on  November  19,  1918,  but  there  do  not  appear  to 
have  been  any  steps  taken  toward  its  collection  until  after  the  beginning  of  this 
examination,  when  President  Cooper  exhibited  to  the  examiners  a  carbon  copy  of  a 
letter  addressed  to  Attorneys  Lyon  &  Lyon  under  date  of  April  11,  1919,  instructing 
them  to  file  suit  against  Hale  and  Bayles. 

The  examiners  advised  this  office  that  at  the  time  they  discussed  the  above  note 
with  the  president  of  the  bank  no  advice  was  given  them  that  the  note  of  Hale  and 
Bayles  had  been  substituted  in  the  assets  of  the  bank  for  the  note  of  J.  G.  Faircloth, 
if  such  substitution  actually  had  been  made.  Whether  or  not  such  substitution  had 
been  made,  the  fact  still  remains  that  both  notes  were  overdue  and  were  in  a  very 
unsatisfactory  condition. 

Your  attention  is  called  to  statements  made  in  the  next  paragraph  of  your  letter 
in  which  you  refer  to  "slow  and  doubtful  assets,  paper  aggregating  $36,460.01."  You 
state:  "The  estimated  loss  of  the  examiner  in  real  estate  is  a  mistake,  as  he  classifies 
it  as  a  second  deed  of  trust,  when  as  a  matter  of  fact  we  own  the  houses. ' '  By  reference 
to  P&ge  13  of  the  report  of  examination,  a  copy  of  which  was  furnished  your  bank,  you 
will  find  that  the  examiners  classify  as  "doubtful "  real  estate  owned  to  the  amount  of 
$2,000.  This  amount  was  not,  as  you  state,  classified  as  a  loss.  The  item  was  shown 
in  the  report  under  the  heading  "Real  estate  owned  (other  than  banking  house)," 
and  was  snown  as  ownership  of  an  "equity  "  in  the  property. 

In  your  letter  you  claim  that  "the  examiner  is  mistaken  in  reporting  the  number  of 
loans  as  secured  by  unimproved  real  estate,  as  we  have  heretofore  shown.  The  loan 
of  W.  Murray  Baechtel  for  $1,900,  now  $1,100,  is  secured  by  an  apartment." 

Office  letter  of  May  29  referred  to  loans  held  by  your  bank,  amounting  to  $24,353.69, 
as  shown  on  page  7  of  a  copy  of  the  report  of  examination  in  your  possession,  which 
loans  were  classified  as ' '  secured  in  whole  or  in  part  by  second  deeds  of  trust  and  deeds 
of  trust  on  unimproved  suburban  lots."  The  loan,  W.  M.  Baechtel,  of  $1,900  was 
properly  included  in  this  schedule,  inasmuch  as,  according  to  the  examiners'  report 
this  loan,  together  with  loans  to  G.  W.  Bonnette,  Caroline  B.  Cooper,  and  James  L. 
Karrick,  were  all  secured  by  second  deeds  of  trust.  There  is  also  included  in  this 
classification  a  loan  to  Victor  J.  Evans  of  $4,500,  which  is  secured  by  stock  of  the 
Ordnance  Building  Corporation  which  represents  the  ownershipequi  of  ties  in  real 
estate  subordinate  to  the  outstanding  trust  or  trusts.  The  loan  to  Louis  A.  Alexander, 
$812.50,  was  secured  in  part  by  unimproved  lots.  The  loans  to  R.  and  Marie  Allen. 
Fort  Myer  Heights  Land  Co.,  Teresa  Holt,  Marie  A.  Fitz-Gibbons,  and  Betty  B.  Heal 
were  all  secured  by  deeds  of  trust  on  unimproved  lots. 

The  examiner's  report  of  the  examination  of  your  bank  made  in  January,  1919, 
shows  that  at  that  time  your  bank  held  a  note  of  Ellen  Hatfield  (an  employee  of  the 
Union  Savings  Bank,  of  which  Wade  H.  Cooper  is  president)  of  $10,000,  secured  by  a 
deed  of  tirust  on  No.  2026  Sixteenth  Street,  and  that  this  loan  was  applied  for  by 
Wade  H.  Cooper,  who  said  that  the  property  was  bought  for  his  wife;  the  loan,  how- 
ever, was  maae  in  the  name  of  the  above-mentioned  employee,  and  properly  classed, 
under  the  circumstances,  as  a  "dummy"  loan.  The  examiner  informs  this  office 
that  at  that  time  there  were  no  title  papers  in  the  bank  or  other  data  that  would  indi- 
cate whether  or  not  this  loan  was  secured  by  a  first  deed  of  trust  on  the  above-men- 
tioned property,  and  that  the  bank's  officers  stated  to  the  examiner  that  the  papers  in 
connection  with  this  loan  were  in  the  hands  of  the  title  company  and  that  the  trans- 
action was  in  an  incomplete  state.  At  the  close  of  that  examination,  when  the  ex- 
aminer called  attention  to  these  facts  at  the  board  meeting,  President  Cooper  stated 
that  he  would  have  his  wife,  Caroline  B.  Cooper,  assume  the  obligation.  The  exam- 
iners inform  this  office  that  during  the  examination  of  April  10,  1919,  your  bank  held 
a  note  of  Caroline  B.  Cooper,  wife  of  your  president,  for  $4,500,  which  was  secured  by 
a  second  deed  of  trust  on  the  above  property,  and  that  the  officers  of  the  bank  informed 
them  that  this  $4,500  note  was  taken  in  lieu  of  the  "dummy  "  note  originally  executed 
by  Ellen  Hatfield,  after  the  difference,  amounting  to  $5,500,  had  been  returned  to 
the  bank. 

From  the  information  furnished  this  office  by  the  examiners  in  regard  to  the  paper 
purchased  from  the  American  Bank  &  Trust  Co.,  Wilmington,  N.  C,  it  does  not 
appear  that  this  paper  consists  only  of  "commercial  paper,"  as  you  state  in  your 
letter.    This  office  is  advised  by  the  examiners  that  practically  continuous  lines  of 
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paper  of  certain  of  the  makers  whose  notes  are  now  held  have  been  carried  by  your 
bank  for  years  past.  The  examiners  inform  this  office  that  they  examined  carefully 
into  the  account  kept  by  your  bank  with  the  American  Bank  &  Trust  Co.,  Wilming- 
ton, X.  0.,  and  that  this  account  shows  that  the  balance  maintained  with  that  bank 
has  rarelv  been  within  the  10  per  cent  limit  of  your  capital  and  surplus  and  that  this 
balance  has  been  in  excess  of  the  10  per  cent  limit  for  months  at  a  time. 

The  continuous  carrying  of  paper  which  is  unsecured  and  unindorsed,  where  there 
i*  no  evidence  of  such  paper  having  been  given  in  a  commercial  transaction  as  com- 
monly understood,  would  indicate  that  it  is  not  business  paper,  or  paper  of  a  class 
eligible  for  rediscount  with  Federal  reserve  banks  by  member  banks,  but,  on  the 
other  hand,  should  be  regarded  as  accommodation  paper  or  as  "capital "  loans. 

The  examiners  inform  this  office  that  examinations  of  your  bank  have  been  at- 
tempted at  3  o'clock  in  the  afternoon,  or  soon  thereafter,  and  also  that  examinations 
have  been  begun  before  the  bank  opened  in  the  morning,  and  that  the  work  is  carried 
on  in  such  unbusinesslike  manner  that  it  is  difficult  for  them  to  get  an  exact  proof  of 
the  cash,  for  the  reason  that  the  transactions  subsequent  to  3  o'clock  of  each  business 
day  are  held  over  until  the  following  day,  occasioning  confusion  and  making  in  reality 
two  separate  settlements  of  the  bank's  cash.  As  stated  in  office  letter  of  May  29,  it  is 
difficult,  if  not  impossible,  for  the  bank  to  make  a  correct  report  of  its  condition  as 
of  the  close  of  business  of  a  past  date,  as  required  by  law. 

You  state  that  you  "deny  "  that  you  "have  been  guilty  of  exacting  usurious  rates 
of  interest,"  although  this  denial  is  made  in  the  face  of  your  own  sworn  statements, 
submitted  under  date  of  May  13,  containing  a  list  of  228  loans  made  by  your  bank 
at  rates  of  interest  ranging  from  7}  per  cent  to  more  than  31  per  cent,  while  the  legal 
rate  in  the  District  of  Columbia  is  6  per  cent. 

Examiner  Trimble  informs  this  office  that  he  had  criticized  the  bank  for  carrying 
the  bonds  of  the  Bureau  of  National  Literature  as  not  being  a  proper  investment 
tor  the  funds  of  a  savings  bank,  but  he  also  says  that  he  never  at  any  time  recom- 
mended their  sale  to  Thomas  E.  Cooper  or  anyone  else  at  any  set  price,  and  on  the 
contrary  the  record  shows  indisputably  that  he  clearly  ancl  directly  warned  the 
tank's  officers  and  the  board  that  if  these  bonds  were  sold  to  any  of  the  Cooper  brother? 
or  to  anyone  else  at  a  lower  price  than  they  were  found  to  be  worth,  after  investiga  tion, 
that  in  "his  opinion  the  directors  present  and  consenting  to  such  sale  would  be  liable 
for  the  full  amount  of  the  difference  between  the  price  at  which  the  bondB  might 
h*  sold  and  their  actual  worth.  In  order  to  insure  protection  to  the  bank,  Examiner 
Trimble  called  W.  H.  Zepp,  vice  president  of  the  bank,  over  the  phone  within  a  day 
or  two  of  the  examination  of  November  21.  1917,  at  which  time  the  sale  had  been 
discussed,  and  cautioned  Vice  President  Zepp  in  express  terms  that  the  bonds  of 
the  Bureau  of  National  Literature  must  not  be  Bold  by  the  bank  for  less  than  their 
actual  value,  and  instructed  him  to  see  that  a  statement  to  this  effect  was  properly 
ia^cribed  in  the  minutes  of  the  directors.  Examiner  Trimble  informs  this  office 
that  Vice  President  Zepp  did  make  this  a  matter  of  record  in  the  minutes  in  accord- 
ance with  his  request  and  warning. 

The  report  of  the  examination  of  this  bank  shows  that  the  bank  is  not  in  a  satis- 
factory condition,  and  Examiner  Trimble  says  that  he  has  made  no  statement  to  the 
contrary,  as  you  incorrectly  claim. 

You  state  that  the  criticism  of  your  management  and  officers  is  at  variance  with 
the  record  of  the  bank  and  the  statement  of  Examiner  Trimble  and  that  the  manage- 
ment has  not  been  criticized  until  4t  recently.' ' 

You  are  advised  that  inspection  of  the  reports  of  examination  for  five  years  past 
5how{«  that  the  management  has  been  severely  criticized  and  the  national-bank 
examiners  have  stated  in  numerous  reports  to  this  office  that  they  did  not  regard 
the  management  as  safe. 
Respectfully, 

T.  P.  Kane,  Deputy  Comptroller. 

Senator  Fletcher.  Is  that  Waycross  matter  in  any  way  related  to 
Mr.  Wade  H.  Cooj  er  here  ? 

Mr.  Williams.  Verv  directly.  It  was  he  who  sold  the  $."0,000 
bonds  to  this  Waycross  bank. 

The  Chairman.  Is  he  a  director  or  an  off.cer  in  that  bank  ? 

Mr.  Williams.  His  brother,  Thomas  E.  Cooper,  I  belie\e,  was  a 
director  and  probably  is  a  director.  In  fact,  he  in'ormed  us  at  the 
hearing  in  October  last  that  he  was  a  dummy  director  there,  to  use 
his  own  language.     I  do  not  know  whether  Mr.  Wade  Cooj  er  is  a 
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director.     I  presume  he  is  not.     But  he  sold  the  bonds  to  that 
tank. 

The  Chairman.  If  he  has  no  official  connection  with  the  bank,  do 
you  think  that  is  important  ? 

Mr.  Williams.  I  do,  Senator.  I  am  showing  here  that  Mr.  Wade 
Cooper  sold  to  the  bank  of  which  one  Cooper  was  president  and 
another  brother  was  a  director — the  same  brother  who  was  a  director 
in  his  own  bank — these  bonds. 

The  Chairman.  You  can  make  that  statement,  and  then  do  you 
think  it  is  necessary  to  say  anything  more  ? 

Mr.  Williams.  I  should  like  to  read  this  communication,  if  there 
is  no  objection.     It  proves  the  case,  I  think,  as  we  go  along. 

The  Chairman.  Proves  what  case?  What  do  you  propose  to 
prove  ? 

Mr.  Williams.  I  am  trying  to  show  that  these  transactions,  Sen- 
ator, in  bureau  bonds,  were  reprehensible  and  wholly  unjustifiable. 

The  Chairman.  Is  it  necessary  to  read  all  that  communication  to 
put  before  the  committee  your  statement  in  regard  to  the  sale  of 
bonds  ?    Can  you  not  make  that  statement  ? 

Mr.  Williams.  What  I  propose  to  show  by  this  memorandum  is 
that  the  excuse  that  Mr.  Cooper,  or  those  associated  with  him,  in 
removing  from  the  bank  a  certain  amount  of  paper  which  that 
bank  had  at  the  time  he  imposed  the  sale  upon  them  of  those  $30,000 
of  bonds,  was  not  justified. 

Senator  Newberry.  May  I  ask  if  the  purpose  is  to  discredit  Mr. 
Cooper,  or  to  prove  the  efficiency  of  your  office  ? 

Mr.  Williams.  It  is  to  justify,  Senator,  the  action  of  my  office 
in  criticizing  and  taking  the  steps  which  we  did  in  connection  with 
these  Cooper  banks.  Perhaps  I  may  in  a  few  words  state  how  this 
matter  came  up.     Mr.  Cooper  appeared  at  the  hearing  in  February 

The  Chairman  (interposing).  That  is  all  in  the  other  hearings. 

Senator  Newberry.  I  have  read  it  all. 

Mr.  Williams.  You  have  ? 

The  Chairman.  That  is  all  in  the  other  hearings,  Mr.  Williams. 

Mr.  Williams.  I  would  like  to  emphasize  the  Fact  that  Mr.  Cooper 
states  that  until  this  matter  came  up  his  relations  with  the  bureau 
were  entirely  satisfactory,  and  that  ne  regarded  Mr.  Trimble  as  an 
excellent  examiner,  except  for  Examiner  Trimble's  alleged  prejudice 
against  him. 

Senator  Fletcher.  This  is  not  gone  into  in  the  previous  record  ? 

Mr.  Williams.  No,  sir. 

The  Chairman.  Does  it  have  any  bearing  on  the  status  of  the  bank 
at  Waycross  ?     It  does  not  affect  that  bank  particularly,  does  it  ? 

Mr.  Williams.  I  think  it  has  a  very  direct  bearing  upon  the  matter 
at  issue — the  character  of  the  transaction  between  tne  two  banks. 
The  bank  here  was  loaded  up  with  paper  from  that  bank  from  time 
to  time. 

The  Chairman.  Any  statement  affecting  Mr.  Cooper's  credit  as 
president  of  the  bank  is  of  course  proper  for  you  to  make,  and  matters 
affecting  the  solvency  of  other  banks,  this  being  a  public  hearing. 

Mr.  Williams.  This  relates  more  directly  to  Mr.  Wade  H.  Cooper 
than  it  does  to  the  solvency  of  any  other  bank. 

The  Chairman.  The  conduct  of  the  officers  of  some  other  bank? 

Mr.  Williams.  No;  it  is  primarily  the  activities  of  Mr.  Wade  H- 
Cooper,  the  president  of  this  bank  here,  in  forcing  the  sale  upon  this 
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other  bank  of  a  lot  of  securities  at  a  price  which  was,  as  far  as  I  can 
see,  wholly  unjustifiable. 

The  Chairman.  I  do  not  want  to  restrict  you  in  any  way,  Mr. 
Williams,  but  it  must  be  apparent  that  matters  connected  with  other 
banks — other  institutions — in  which  Mr.  Cooper  was  not  an  officer, 
can  not  very  well  have  much  bearing. 

Mr.  Williams.  This  relates  to  his  personal  transactions  with  that 
bank,  in  which  the  bank  of  which  he  is  president  is  involved,  inas- 
much as  he,  as  a  part  of  the  trade,  agreed 

The  Chairman.  You  have  stated  that.  If  it  is  necessary  to  read  a 
lot  of  immaterial  stuff  into  the  record,  I  suppose  you  will  have  to 
have  the  opportunity. 

Mr.  Williams.  I  shall  certainly  try  not  to  read  any  matter  which 
is  not  directly  material. 

The  Chairman.  Very  well,  proceed. 

Mr.  Williams.  I  will  state  right  here  that  the  local  bank  is  con- 
cerned, because  of  an  assurance  or  guarantee  which  it  appears  that 
Mr.  Wade  Cooper  gave  to  the  Georgia  bank  as  a  part  of  the  transac- 
tion that  he  would  arrange  to  make  these  banks,  as  I  understand  the 
resolutions,  lend  the  Georgia  bank  money  on  these  bonds  as  collateral, 
on  his  bonds,  the  bonds  that  he  sells  personally  to  the  bank,  at  5 
per  cent  per  annum  interest,  if  they  should  want  to  borrow  the  money. 

The  Chairman.  Is  not  that  a  sufficient  statement? 

Mr.  Williams.  No;  that  does  not  go  into  these  matters  here  at 
all.  I  want  to  show  how  they  arose,  how  the  liabilities  with  Mr. 
Cooper  took  out  of  the  bank,  or  clains  that  he  took  out  arose.  I  will 
try  not  to  burden  you  with  anything  that  is  not  material. 

July  8, 1919. 
memorandum  for  the  comptroller. 

Acting  under  your  instructions  I  called  at  the  First  National  Bank  of  Waycross,  Ga., 
«>n  the  3d  instant  in  company  with  Examiner  Borden.     I  attach  hereto  certified 
<v»pies  of  extracts  from  the  minutes  of  meetings  of  the  directors  of  that  hank  relating' 
t  •  the  purchase  by  the  bank  of  $30,000  (face  amount)  of  bonds  of  the  Bureau  of  National 
Literature. 

1.  Minutes  of  meeting  of  May  12  containing  resolution  authorizing  purchase. 

2.  tt>py  of  agreement  dated  May  12  between  the  First  National  Bank  of  Waycross, 
by  J.  W.  Ballinger,  vice  president,  and  L.  J.  Cooper  and  Wade  H.  Cooper,  covering 
the  sale  of  these  bonds. 

3.  Extract  from  minutes  of  May  25, 1917,  modifying  provisions  or  orierinal  resolution. 

4.  Minutes  of  meeting  of  June  16,  1917,  further  modifying  provisions  of  original 
resolution. 

5.  Extract  of  minutes  of  meeting  of  September  20  containing  resolution  calling  upon 
Wade  H.  Cooper  to  take  up  these  bonds  for  $30,000  cash. 

6.  Copy  of  letter  dated  September  21,  1917,  addressed  by  the  bank  to  Wade  H. 
<'<K>per  advising  him  of  the  request  made  by  the  board  that  he  take  up  these  bonds. 

7.  Copy  of  letter  dated  September  24,  1917,  from  Wade  H.  Cooper  to  the  First 
National  Bank  of  Waycross  declining  to  take  up  the  bonds  for  the  price  of  $30,000. 

H.  Extract  from  minutes  of  meeting  of  January  2,  191S,  again  calling  upon  Wade  H. 
CiHiperfor  $30,000  cash  to  take  up  bonds. 

I  was  informed  by  Messrs.  J.  W.  Bennett,  former  director  of  the  bank,  and  J.  L. 
Walker,  now  president,  that  the  resolution  which  appears  in  the  minutes  of  May  12 
was  drawn  after  the  meeting  by  Judge  Sweat  and  Wade  H.  Cooper;  that  in  the  opinion 
"fa  majority  of  the  directors  present  the  resolution  did  not  properly  reflect  the  acti'm 
taken  by  the  board,  and  for  that  reason  was  repudiated  at  a  subsequent  meeting  held 
May  25.  Judge  Sweat,  while  employed  by  the  bank  as  its  counsel,  apparently  is  in 
<*lose  Hympathy  with  the  Coopers,  it  will  be  noted  that  at  the  meeting  of  September 
20,  when  Director  Bennett  offered  a  resolution  calling  upon  Wade  II.  Cooper  to  take 
'»ut  the  bureau  bonds,  Judge  Sweat  attempted  to  have  the  resolution  modified. 
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Col.  Bennett  informed  Examiner  Borden  and  myself  that  his  first  discussion  of  the 
condition  of  the  First  National  Bank  of  Way  cross  with  Wade  H.  Cooper  left  him  under 
the  impression  that  Wade  H.  Cooper  would  undertake  to  remove  from  the  bank  a 
part  of  the  paper  of  his  brother,  L.  J.  Cooper,  substituting  cash  therefor.  Col.  Bennett 
stated  that  wnen  Wade  H.  Cooper  proposed  the  placing  of  the  bureau  bonds  in  the 
bank  at  par  instead  of  carrying  out  the  original  proposal  he  (Col.  Bennett)  was  dis- 
appointed. He  was  not  satisfied  with  the  proposed  arrangement  and  had  his  vote 
recorded  in  opposition  to  it.  It  seemed  to  oe  the  opinion  of  both  Messrs.  Bennett 
and  Walker  that  Wade  H.  Cooper,  having  put  the  bonds  into  the  bank  at  face  value, 
should  take  them  out  for  cash  at  the  same  figure,  despite  the  agreement  between 
the  bank  and  L.J.  and  Wade  H.  Cooper,  which  agreement  apparently  was  passed  upon 
and  executed  under  authority  of  the  minutes  of  May  12,  1917,  which  were  said  to 
have  been  drawn  by  Judge  Sweat  and  Wade  H.  Cooper  and  the  contents  of  which 
were  repudiated  in  part  by  the  directors  at  their  next  meeting. 

There  is  in  the  file  of  the  comptroller's  office  a  copy  of  Col.  Bennett's  letter  to  W.  B. 
Cooper  declining  to  consider  the  proposal  of  himself  and  his  brothers  to  take  these 
bonds  out  of  the  bank  at  50  cents  on  the  dollar. 

Bonds  which  had  been  sold  to  the  bank  at  a  hundred. 
There  is  attached  hereto — 

9.  A  copy  of  the  proposal  dated  May  15,  1918,  made  by  W.  B.,  L.  J.,  P.  S.,  and 
Thomas  E.  Cooper  in  regard  to  the  removal  of  these  bonds;  and 

10.  Extract  from  a  letter  from  J.  L.  Walker,  president  of  the  First  National  Bank 
of  Waycross  to  Wade  H.  Cooper  under  date  of  May  18,  1918,  expressing  his  dissatis- 
faction with  the  proposal  of  tne  Cooper  brothers. 

In  the  original  transaction  between  the  First  National  Bank  of  Waycross  and  Wade 
H.  Cooper,  by  which  the  bank  acquired  at  par  $30,000  face  amount  of  Ixmds  of  the 
Bureau  of  National  Literature,  there  was  remitted  to  the  American  Bank  &  Trust  Co. 
at  Wilmington  $15,000  cash  for  account  of  Wade  H.  Cooper,  and  he  was  entitled  to 
receive  certain  paper  belonging  to  the  First  National  Bank  of  Waycross,  the  principal 
items  of  which  were  as  follows: 

These  are  items  which  he  says  he  would  relieve  the  bank  of  and 
take  out. 

1.  Draft  of  the  State  Bank  of  Waycross  on  the  American  Bank  &  Trust  Co. 

of  Wilmington $8,126.08 

Note  of  L.  J.  Cooper  indorsed  P.  S.  Cooper 4, 672. 20 

Less  unearned  interest,  $19,  $4  653.20. 

The  draft  of  the  State  Bank  of  Waycross  could-not  be  found,  and  the  officers  did  not 
know  whether  it  had  been  returned  to  the  First  National  Bank  of  Waycross  and  mis- 
placed or  whether  it  was  held  by  the  American  Bank  &  Trust  Co.,  at  Wilmington. 
The  note  of  L.  J.  Cooper  for  $4,672.20  referred  to  above  was  still  in  possession  of  the 
First  National  Bank  of  Waycross.  The  draft  for  $8,126.08,  which  was  taken  up  in  the 
bond  deal,  according  to  statements  of  Messrs.  Stanton  and  Bellinger,  cashier  and  vice 
president,  respectively,  of  the  First  National  Bank  of  Waycross  arose  in  the  following 
manner: 

The  State  Bank  of  Waycross  was  controlled  and  operated  by  L.  J.  Cooper  (then 
president  of  the  First  National  Bank)  and  J.  M.  Jenrette.  In  clearing  checks  of  the 
State  Bank  of  Waycross  paid  by  the  First  National  Bank,  the  First  National  Bank 
received  in  reimbursement  drafts  of  the  State  Bank  drawn  upon  the  American 
National  Bank  of  Wilmington.  These  drafts  were  dishonored  by  the  American 
National  Bank  of  Wilmington  for  want  of  funds. 

At  the  time  of  this  examination  the  following  dishonored  drafts  drawn  on  the  Amer- 
ican National  Bank,  Wilmington,  N.  C,  of  which  T.  E.  Cooper  was  president,  were 
found  in  the  First  National  Bank: 
Draft  No.  183,  dated  3-9-15,  of  State  Bank  of  Waycross  by  J.  M.  Jenrette 

we  discussed  him  this  morning 

acting  cashier,  to  order  First  National  Bank  of  Waycross,  stamped,  "  Pro- 
tested for  nonpayment " $4, 500. 00 

Draft  184,  dated  3-10-15,  description,  otherwise  same  as  above,  protested 
for  nonpayment 2, 000. 00 

Draft  No.  187.  dated  3-13-15,  description  otherwise  same  as  above,  returned 
unpaid  but  not  protested 1, 300. 00 

Draft  No.  189,  dated  3-18-15,  description  same  as  above,  returned  marked, 
"  Insufficient  funds,"  but  not  protested '. 807. 91 
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The  Chairman.  What  relation  has  thklto  these  bonds  ? 

Mr.  Williams.  These  are  the  items  which  Mr.  Cooper  claims  to 
have  taken  out,  to  relieve  the  bank  from,  in  connection  with  the  sale 
to  the  bank  of  those  bonds  at  par.     These  are^the  items. 

These  drafts,  with  other  items  descriptive  evidence  of  which  could  not  be  found, 
the  aggregate  being  $9,176.29,  on  December  15,  1915z  were  credited,  having  been 
returned  unpaid,  to  the  American  National  Bank  of  Wilmington 

Thomas  E.  Cooper's  bank 

to  which  bank  they  had  been  charged  when  sent  on  to  it  for  payment,  the  credit  being 
marked  4tRts.  State  Bank,"  the  items  having  been  returned  dishonored  by  the 
American  National  Bank.    On  the  same  date,  the  State  Bank  of  Waycross 

L.  J.  Cooper's  bank 

was  char.ed  the  same  amount. 

There  were  several  subsequent  transactions  in  the  account  of  the  State  Bank  of 
Waycross  which  reduced  the  amount  of  the  charge  to  $8,126.08.  On  August  29,  1916, 
it  appears  that  the  First  National  Bank  of  Waycross  received  another  draft  of  the  local 
State  bank  on  the  American  Bank  &  Trust  Co.  of  Wilmington,  which  had  succeeded 
the  American  National  Bank, 

Which  bad  succeeded  the  American  National  Bank  there 


in.  the  amount  of  $8,126.08,  which  on  the  date  indicated  was  charged  on  the  books 
of  the  First  National  Bank  of  Waycross  to  the  American  Bank  &  Trust  Co.  of  Wil- 
mington.   This  draft  was  never  paid  by  the  American  Bank  &  Trust  Co. 

According  to  statements  of  the  officers  and  certain  of  the  directors  of  the  First 
National  Bank  of  Waycross,  the  nonpayment  of  this  $8,126.08  draft  was  discussed  at 
meetings  of  the  board  of  directors  over  a  considerable  period,  L.  J.  Cooper  assuring 
the  board  that  provision  would  be  made  for  the  payment  of  the  draft  by  the  Wilming- 
ton bank.  Provision  for  payment,  however,  never  being  made  the  draft  remained 
dishonored. 

The  charge  of  $8,126.08  against  the  American  Bank  &  Trust  Co.  of  Wilmington 
was  then  carried  along  in  the  accounts  of  this  bank  (although  apparently  not  recog- 
nized by  the  American  Bank  &  Trust  Co.)  until  June  7,  1917,  when  after  the  First 
National  Bank  of  Waycross  had  taken  the  $30,000  of  bureau  bonds  from  Wade  II. 
Cooper  at  100,  apparently  in  connection  with  that  transaction  it  remitted  to  the 
American  Bank  &  Trust  Co.  at  Wilmington  its  cashier's  check  for  $8,126.08,  thus 
covering  the  old  charge  which  it  had  made  against  the  trust  company  in  Wilmington 
in  connection  with  the  returned  worthless  drafts  which  the  State  Bank  at  Waycross, 
ot  which  L.  J.  Cooper  is  said  to  have  been  president,  had  drawn  on  the  Wilmington 
Trust  Co.,  of  which  Thomas  E.  Cooper  was  president,  and  which  drafts  Thomas  E. 
Cooper's  company  had  protested  or  refused  to  pay  and  had  returned  to  the  First 
National  Banx  at  Waycross. 

Wade  H.  Cooper,  it  appears,  claims  that  he  used  a  portion  of  the  proceeds  of  the 
bureau  bonds,  which  he  sold  at  par,  to  make  good  that  $8,126,08  deficiency.  I  respect- 
fully submit  that  that  particular  obligation  was  one  which  L.  J.  Cooper  and  his  asso- 
ciates would  doubtless  have  been  forced  to  pay — whether  or  not  the  bureau  bonds  had 
been  bought  by  the  Waycross  bank  at  par — unless  they  were  hopelessly  insolvent. 

"Another  item  which  Wade  H.  Cooper  takes  credit  for  having  taken  out  of  the  First 
National  Bank  of  Waycross  with  the  proceeds  of  the  bureau  bonds  is  a  note  for 
$4,672.20  signed  by  L.  J.  Cooper  and  indorsed  by  P.  S.  Cooper. 

At  the  February  hearings  he  claimed  that  he  relieved  the  Waycross 
bank  of  a  lot  of  worthless  paper,  or  near-worthless  paper,  and  yet  I 
ask  your  attention  to  his  own  statement  as  to  the  solvency  or  goodness 
of  tue  makers  and  indorsers  of  that  paper. 

Wade  H .  Cooper  in  testifying  before  the  Senate  Committee  on  Banking  and  Currency 
in  February  last,  said  (p.  258.  vol.  1,  of  Hearings): 

"P.  S.  Cooper  is  the  president  of  several  different  banking  institutions,  *nd  is  and 
always  has  been  amply  able  to  take  care  of  any  and  all  of  his  obligations.  He  has  the 
reputation  of  being  one  of  the  best  business  men  in  either  North  or  South  Carolina." 
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That  is  the  paper  that  he  claims  credit  for  relieving  the  bank  of. 

If  this  statement  in  regard  to  the  responsibility  of  P.  S.  Cooper  (who  was  indorcer 
on  the  note  for  $4,672.20  referred  to)  is  true,  the  statement  of  Wade  H.  Cooper,  that  in 
consideration  for  the  delivery  of  $30,000  of  bureau  bonds  to  the  First  National  Bank 
of  Wavcross,  the  bank  paid  $15,000  in  cash  and  took  out  $15,000  in  what  he  terms 
4 '  worthless  paper , ' '  is  no t  true . 

According  to  information  received  from  Messrs.  Bennett,  Walker,  Bellinger,  and 
Stanton  the  State  Bank  of  Waycross,  which  was  controlled  by  L.  J.  Cooper,  liquidated, 
paying  its  depositors  in  full,  but  so  far  as  their  information  went,  with  no  distribution 
to  stockholders.  The  deposits  of  the  bank  at  the  time  of  liquidation  according  to  these 
gentlemen  were  only  some  seven  or  eight  thousand  dollars. 

It  is  apparent  from  the  best  information  obtainable,  that  L.  J.  Cooper  used  his 
position  as  president  of  the  First  National  Bank  of  Waycross  to  obtain  from  that  bank 
on  worthless  drafts  of  the  State  Bank  of  Waycross,  which  he  is  said  to  have  controlled, 
the  funds  with  which  the  State  Bank  of  Waycross  was  liquidated,  and  in  my  opinion 
this  constitutes  clearly  a  misapplication  of  the  funds  of  the  First  National  Bank  of 
Waycross.  by  L.  J.  Cooper.  Inasmuch,  however,  as  the  drafts  originally  passing 
between  the  two  banks  were  issued  in  March,  1915,  more  than  four  years  ago,  improbably 
would  be  held  that  the  statute  of  limitations  had  run  against  the  transactions,  although 
the  draft  for  $8,126.08  in  final  settlement  of  these  items,  which  draft  never  was  paid 
by  the  drawer  or  drawee  was  issued  by  the  State  Bank  of  Waycross  in  August,  1916. 
less  than  three  years  ago. 

Respectfully  submitted. 

Sidney  R.  Congdon, 
National  Bank  Examiner. 

Regular  meeting  of  the  board  of  directors  was  held  May  12,  1917,  at  10.30  a.  m. 

Those  present  were  Messrs.  Bellinger,  Bennett,  Cooper,  Croom,  Sweat,  Walker,  and 
Williams. 

The  minutes  of  the  previous  meeting  were  read  and  approved. 

The  loans  made  since  last  meeting  were  read  and  approved. 

Mr.  Wade  H.  Cooper  of  the  United  States  Savings  Bank  of  Washington,  D.  0.  ap- 
peared before  the  board  to  submit  a  proposition  in  regard  to  the  sale  of  some  bonds 
of  the  Bureau  of  National  Literature  to  the  bank.  After  some  time  spent  in  discus- 
sion of  the  matter,  on  motion  of  Dr.  Walker,  seconded  by  Mr.  Bellinger,  the  officers 
of  the  First  National  Bank  of  Wavcross  were  authorized  and  directed  for  and  on  behalf 
of  said  bank  to  purchase  from  Wade  H.  Cooper,  of  Washington.  P.  0.  $30,000  of  5  per 
cent  Bureau  of  National  Literature  Bonds,  issued  November  19,  1910,  and  due  Novem- 
ber 19.  1920.  with  the  interest  payable  semiannually,  May  and  November,  at  par, 
and  in  consideration  of  the  sale  of  said  bonds  by  said  Wade  H.  Cooper  to  said  First 
National  Bank  of  Waycross,  he  is  hereby  given  the  exclusive  and  irrevocable  right 
to  vote  said  bonds  at  any  and  all  times  and  at  any  and  all  meetings  of  the  bondholders 
of  said  Bureau  of  National  Literature  Bonds  or  otherwise,  or  as  he  may  direct,  for  any 
purposes,  and  as  he  may  deem  necessary  and  proper  and  for  the  beat  interest  of  said 
First  National  Bank  of  Waycross. 

It  being  further  understood  and  agreed  that  upon  payment  in  full  of  the  principal 
and  interest  of  said  bonds  to  said  First  National  Bank  of  Waycross.  said  Wade  H. 
Cooper  shall  be  entitled  to  any  and  all  other  rights  and  equities,  including  the  stock, 
to  which  said  bank  would  be  entitled  as  the  holder  thereof. 

And  it  is  further  understood  and  agreed  that  said  First  National  Bank  of  Waycros, 
will  not  sell  the  said  bonds  prior  to  muturity  to  any  one  except  to  said  Wade  H.  Coopers 
or  his  nominee. 

Col.  Bennett  asked  to  be  recorded  as  voting  against  this  motion. 

There  being  no  further  business  on  motion  the  meeting  adjourned. 

C.  V.  Stanton,  Secretary. 

Not  only  sold  them  at  par,  but  tied  them  up  effectually. 

I,  C.  V.  Stanton,  cashier  and  secretary  of  the  board  of  directors  of  the  First  National 
Bank  of  Waycross,  Ga.,  certify  that  the  above  is  a  true  and  complete  copy  of  the 
minutes  of  a  meeting  of  the  board  of  directors  of  said  bank,  held  at  Wavcross,  Ga.,  on 
May  12,  1917. 

C.  V.  Stanton, 
Cashier  and  Secretary  of  the  Board  of  Directors , 

First  National  Bank  of  Waycross,  Ga. 
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The  Chairman.  Do  I  understand  there  has  been  any  default  on 
anv  of  these  bonds,  Mr.  Williams  ? 

%lr.  Williams.  Has  there  been  any  what  ? 

The  Chairman.  Any  default  on  those  bonds  ? 

Mr.  Williams.  Not  that  I  know  of. 

The  Chairman.  I  understood  you  to  say  this  morning  that  25  per 
cent  had  been  paid. 

Mr.  Williams.  Twenty-five  per  cent  on  the  principal,  as  I  under- 
stand— in  liquidation  of  the  principal. 

The  Chairman.  Liquidation  of  the  principal  of  the  bonds? 

Mr.  Williams.  Yes;  so  I  understand. 

The  Chairman.  That  does  not  indicate  that  they  are  not  good 
bonds,  does  it  ? 

Mr.  Williams.  If  they  are  good  bonds,  it  brings  up  the  question, 
how  can  you  justify  their  sale  at  16  or  20  ? 

The  Chairman.  I  thought  he  was  selling  them  at  par  here. 

Mr.  Williams.  Yes.     That  is  the  question. 

The  Chairman.  Go  ahead. 

Mr.  Williams  (reading) : 

State  op  Georgia, 

City  of  Wayeross,  County  of  Ware. 

This  agreement,  made  and  entered  into  this  May  12,  1917,  by  and  between  the 
First  National  Bank  of  Wayeross  and  L.  J.  Coop?r,  of  the  city,*  county,  and  State 
aforesaid,  and  Wade  H.  Cooper,  of  Washington,  D.  C., 

Witnesseth  that  the  $30,000  to  be  paid  for  the  Bureau  of  National  literature  Bonds 
this  day  purchased  by  said  bank  from  said  Wade  II .  Cooper,  at  par,  approximately 
on- -half  of  said  sum  is  to  be  applied  to  the  settlement  of  certain  claims  held  by  said 
tank  consisting  of — 

Draft  of  State  Bank  of  Wayeross  on  American  Bank  &  Trust  Co.  of  Wilming- 
ton   $8,126.08 

Note  of  L.  J.  Cooper  indorsed  by  P.  S.  Cooper 4, 672.  20 

In  addition  to  the  foregoing,  with  interest  thereon,  enough  of  other  obligations  of 
?aid  L.  J.  Cooper  are  to  be  settled  to  make  approximately  the  sum  of  $15,000.  Said 
L  J.  ( ooper  guarantees  the  payment  of  one-half  or  $15,000  of  said  bonds?  and  he  also 
obligates  himself  to  pay  to  said  First  National  Bank  of  Wayeross  the  difference  be- 
tween the  5  per  cent  interest  on  said  bonds  and  8  per  cent  per  annum. 

Should  said  First  National  Bank  of  Wayeross  at  any  time  while  holding  said  bonds 
'kfdre  to  borrow  money  thereon  as  collateral  security  therefor,  said  Wade  II .  Cooper 
agrees  that  the  United  States  Savings  Bank,  of  Washington,  D.  C,  of  which  he  is 
prpsident,  will  loan  same  at  5  per  cent  per  annum  for  sucn  time  as  may  be  agreed  on. 

There,  Mr.  Chairman  and  gentlemen,  in  order  to  enable  him  to 
make  a  deal  of  his  own  personal  bonds — these,  1  understand,  are  not 
the  bonds  belonging  to  the  United  States  Savings  Bank — but  to  facili- 
tate his  putting  those  bonds  over  on  the  Wayeross  Bank,  he  commits 
and  pledges  the  United  States  Savings  Bank  to  loan  this  money  at 
5  per  cent  on  those  bonds  as  collateral. 

In  the  event  Mr.  J.  K.  Doughton,  chief  national  bank  examiner,  or  the  Comptroller 
or  Deputy  Comptroller  of  the  Currency  should  object  to  said  First  National  Bank  of 
Wayeross  holding  and  carrying  said  Bureau  of  National  Literature  Bonds  at  par,  then 
and  in  that  event  $15,000  of  the  said  sum  of  $30,000  paid  therefor  is  to  be  refunded 
to  said  bank,  together  with  the  obligation  aforesaid,  by  said  Wade  H.  Cooper,  and 
said  bonds  thereupon  returned  to  him  and  the  obligation  aforesaid  to  be  otherwise 
adjusted  with  said  bank. 

In  testimony  whereof  said  parties  have  hereunto  executed  these  presents  in  tripli- 
cate, the  day  and  year  aforesaid. 

First  National  Bank,  Wayeross,  Ga. 
By  J.  W.  Bellinger,  Vice  President. 
L.  J.  Cooper. 
Wade  H.  Cooper. 


246  NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 

The  meeting  was  called  to  order  by  the  president.  The  minutes  of  the  previous 
meeting  were  then  read.  The  section  of  the  resolution  passed  at  the  previous  meet- 
ing, in  regard  to  the  purchase  of  $30,000  worth  of  Bureau  of  National  Literature  Bonds, 
whereby  the  bank  agreed,  in  purchasing  these  bonds,  not  to  dispose  of  them  except  to 
W.  H.  Cooper,  of  Washington,  D.  C,  was  declared  by  a  majority  of  the  board  not  to 
be  in  conformity  with  the  resolution  as  passed  at  the  meeting  on  May  12,  and  this  sec- 
tion of  the  minutes  was  therefore  not  approved,  Judge  J.  L.  Sweat  voting  against  any 
change  in  the  resolution  as  entered  on  the  minutes.  However,  on  motion  it  was 
agreed  by  the  board  to  purchase  these  bonds  as  proposed  by  the  resolution  on  May 
12,  with  the  exception  to  the  said  resolution  that  this  bank  reserved  the  right  to  dis- 
pose of  the  said  bonds  at  any  time  or  to  any  person,  after  giving  the  said  W.  H.  Cooper 
60  days  notice  of  intention  to  sell  the  said  bonds  and  giving  him  the  opportunity  to 
purchase  the  bonds  himself,  at  par,  before  making  such  sale. 

I,  C.  V.  Stanton,  cashier  and  secretary  of  the  board  of  directors  of  the  First  National 
Bank,  of  Waycross,  Ga.,  certify  that  the  above  is  a  true  and  correct  copy  of  an  extract 
from  the  minutes  of  a  meeting  of  the  board  of  directors  of  said  bank,  held  at  Wavcross. 
Ga..  on  May  25,  1917. 

C.  V.  Stanton, 
Cashier  and  Secretary  of  the  Board  of  Directors, 

First  Natwnal  Bank,  of   Waycrom,  Ga. 

A  special  meeting  of  the  board  of  directors  was  held  June  16, 1917,  at  2.30  p.  m. ,  the 
following  members  being  present:  Messrs.  Walker,  Bellinger,  Sweat,  Croom,  and 
Williams. 

The  following  resolution  was  adopted  on  motion  of  Dr.  Walker,  seconded  by  Mr. 
Croom: 

"  Resolved,  That  the  directors  of  the  First  National  Bank,  of  Waycross,  in  regular 
meeting  assembled,  do  authorize  the  officers  of  the  said  First  National  Bank  to  pur- 
chase from  W.  H.  Cooper,  of  Washington,  D.  C,  $30,000  worth  of  Bureau  of  National 
Literature  Bonds  5  per  cent,  as  authorized  by  the  resolution  adopted  at*  the  meeting 
of  the  said  board  of  directors  held  May  12,  1917,  with  the  exception  to  the  said  reso- 
lution that  the  First  National  Bank  agrees  not  to  dispose  of  the  said  bonds  within  12 
months  from  date  of  purchase,  to  anyone  save  the  said  W.  H.  Cooper  or  his  dulv 
authorized  agent,  but  after  the  expiration  of  the  12  months'  period  the  said  bank 
reserves  the  right  to  dispose  of  the  said  bonds  to  anyone  it  may  see  fit  to  sell  to,  after 
first  giving  the  said  W.  H.  Cooper  30  days'  refusal  of  said  bonds. 

"Be  it  further  resolved,  That  this  action  is  intended  to  amend  the  action  of  the  said 
board  of  directors  in  regard  to  the  purchase  of  said  bonds,  which  action  was  taken 
at  the  meetings  of  the  said  board  on  May  12  and  May  25, 1917.' ' 

There  being  no  further  business,  the  meeting  adjourned. 

C.  V.  Stanton, 

Secretary. 

I,  C.  V.  Stanton,  cashier  and  secretary  of  the  board  of  directors  of  the  First  National 
Bank,  of  Waycross,  Ga.,  certify  that  the  above  is  a  true  and  complete  copy  of  the 
minutes  of  a  meeting  of  the  board  of  directors  of  said  bank,  held  at  Wavcross,  Ga.,  on 
June  16,  1917.  i 

C.  V.  Stanton, 
Cashier  and  Secretary  of  the  Board  of  Directors, 

First  National  Bank,  of  Waycross,  Ga. 

John  W.  Bennett  offered  the  following  resolution  and  moved  its  adoption,  which 
was  seconded  by  Dr.  Walker: 

"Resolved,  Tnat  Mr.  Wade  H.  Cooper  be  at  once  sent  a  copy  of  the  criticisms  of  the 
department  in  regard  to  the  sale  by  him  to  the  First  National  Bank,  of  WaycroSB,  of 
-certain  bonds  of  tne  Bureau  of  National  Literature  of  New  York  Citv,  for  the  Bum  of 
$30,000;  and  be  it 

"Resolved,  That  the  said  Wade  H.  Cooper  in  accordance  with  the  criticisms  afore- 
said be  at  once  directed  to  send  to  the  said  First  National  Bank  of  Waycross  without 
delay  New  York  exchange  for  $30,000,  this  being  the  amount  of  purchase  price  of  the 
said  bonds,  together  with  5  per  cent  interest  on  the  said  amount  from  the  12th  day  of 
June,  1917;  and  be  it  further 

"Resohed,  That  on  receipt  of  the  said  New  York  exchange  in  the  sum  of  $30,000 
that  the  bonds  referred  to  be  returned  to  the  said  Wade  H.  Cooper  at  once;  and  be  it 
further 

"Resolved,  That  if  Mr.  Cooper  fails  to  comply  with  this  request  that  the  officers  of 
the  said  First  National  Bank  of  Waycross  are  authorized  and  directed  to  sell  the  said 
.bonds  at  once." 
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Judge  Sweat  moved  in  substitution  for  the  above  resolution  that  Wade  H.  Cooper 
be  notified  at  once  of  the  criticism  of  the  comptroller  in  regard  to  the  said  bonds  and 
asked  to  have  this  criticism  removed  at  once  or  to  redeem  the  said  bonds. 

Upon  the  substitute  being  put  to  a  vote  it  was  lost,  and  the  original  resolution  was 
then  voted  on  and  passed. 

I.  C.  V.  Stanton,  cashier  and  secretary  of  the  board  of  directors  of  the  First  National 
Bank,  of  Way  cross,  Ga.,  certify  that  the  above  is  a  true  and  correct  copy  of  an  extract 
from  the  minutes  of  a  meeting  of  the  board  of  directors  of  said  bank,  held  at  Way  cross, 
Ga.,  on  September  20,  1917. 

C.  V.  Stanton, 
Cashier  and  Secretary  of  the  Board  of  Directors, 

First  national  Bank,  of  Waycross,  Ga. 

The  date,  Mr.  Chairman  and  gentlemen,  I  call  your  attention  to,  September  20, 1917, 
nearly  two  years  ago,  Wade  Cooper  had  been  called  upon  to  redeem  those  bonds  and 
take  them  up  and  relieve  the  bank  of  them.  That  was  before  these  investigations 
were  brought  to  my  attention.  I  knew  nothing  about  the  transaction,  but  the  exam- 
iner, in  the  performance  of  his  duty,  had  found  this  irregular  transaction  down  there, 
and  in  pursuance  of  instructions  of  the  examiner,  the  board  of  directors  had  called  upon 
the  bank  to  demand  a  return  of  the  bonds.    Here  is  Mr.  Cooper's  letter: 

Waycross,  Ga.,  September  21,  1917. 
Wade  H.  Cooper, 

Care  of  United  States  Savings  Bank,  Washington,  D.  C. 

Dear  Sir:  At  a  special  meeting  of  the  board  of  directors  of  this  bank  held  Thurs- 
day. September  20,  at  10.30  a.  m.,  with  a  quorum  present,  said  meeting  being  held 
for  the  purpose  of  considering  the  report  of  the  national  bank  examiner  on  the  last 
examination  of  this  bank,  and  also  for  currency  based  on  said  report,  the  following 
resolutions  were  adopted : 

"  Resolved,  That  Mr.  Wade  H.  Cooper  be  at  once  sent  a  copy  of  the  criticisms  of  the 
department  in  regard  to  the  sale  by  him  to  the  First  National  Bank  of  Waycross  of 
certain  bonds  of  the  Bureau  of  National  Literature  of  New  York  City  for  the  sum  of 
flO.OOO;  and  be  it  further 

"Resolved.  That  the  said  Wade  H.  Cooper,  in  accordance  with  the  said  criticisms, 
be  at  once  directed  to  send  to  the  First  National  Bank  of  Waycross,  without  delay, 
New  York  exchange  for  $30,000,  this  being  the  amount  of  purchase  price  of  the  said 
bonds,  together  with  5  per  cent  interest  on  the  said  amount  from  the  12th  day  of 
June,  1917;  and  be  it  further 

"Resolved,  That  on  receipt  of  the  said  New  York  exchange  in  the  sum  of  $30,000 
that  the  bonds  referred  to  be  returned  at  once  to  the  said  Wade  H.  Cooper;  ana  be 
it  further 

Resolved,  That  if  Mr.  Cooper  fails  to  comply  with  this  request  that  the  officers  of 
the  said  First  National  Bank  of  Waycross  are  authorized  and  directed  to  sell  the  said 
bonds  at  once." 

As  stated,  this  resolution  was  passed  by  our  board  and  I  was  directed  as  secretary 
to  furnish  you  with  copy  of  the  resolutions  as  above  at  once. 

I  am  also  attaching  hereto  a  copy  of  extract  from  the  letter  directed  to  this  bank 
by  the  Comptroller  of  the  Currency  which  refers  to  the  matter  in  question. 
Yours  very  truly, 

Secretary. 


Washington,  D.  C,  September  24t  1917. 
Mr.  C.  V.  Stanton, 

Cashier,  First  National  Bank,  Waycross,  Ga. 

Dear  Sir:  I  was  in  Wilmington,  N.  C.  Saturday,  but  found  yours  upon  my  arrival 
this  morning,  inclosing  copy  of  the  resolution  of  your  board  of  directors  with  reference 
to  the  bureau  bonds. 

The  suggestion  of  the  department  that  these  bonds  be  taken  out  is  utterly  without 
rhyme  or  reason,  as  these  bonds  appear  to  be  the  best  asset  you  have  in  your  bank. 
Certainly'  I  will  take  the  bonds  out  if  it  is  desired,  but  it  will  leave  a  $15,000  hole  for 
your  board  to  fill,  as  I  only  let  you  have  these  bonds  to  fill  up  the  hole  caused  by 
that  "punk"  paper. 

That  "punk  paper"  to  which  he  refers,  four  or  five  thousand 
dollars  of  it,  was  indorsed  by  a  man  the  president  of  several  banking 
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institutions  in  North  Carolina,  one  of  the  best  business  men  in 
North  Carolina,  of  unquestioned  standing.     That  "punk  paper". 

Senator  Fletcher.  Mr.  Cooper  said  he  never  received  any  of  the 
paper.  He  said  he  got  $15,000  cash  and  was  to  get  $15,000  of 
doubtful  paper,  but  they  never  gave  him  any  of  the  paper. 

Mr.  Williams.  I  should  be  very  happy  to  ascertain  tnat  the  Way- 
cross  bank  had  $4,600  of  paper  of  L.  J.  Cooper,  indorsed  by  P.  S. 
Cooper,  if  Mr.  P.  S.  Cooper  is  as  good  as  Mr.  Wade  Cooper  says  he  is. 
for  it  will  enable  the  Waycross  bank  to  recover  $4,600  on  that  loan. 
Do  I  understand  Mr.  Wade  Cooper  makes  no  claim  to  that  $4,600 
note? 

Senator  Fletcher.  His  testimony  here  is  on  page  14: 

Senator  Pomerene.  How  much  did  you  get  for  them? 

Mr.  Cooper.  $15,000  cash,  and  I  was  to  get  $15,000  in  criticised  paper,  which  I 
never  received. 

Senator  Pomerene.  In  other  words,  you  were  to  get  par  for  them? 
Mr.  Cooper.  I  was  to  get  $15,000  in  cash  and  was  to  get  the  balance  in  criticised 
paper. 

Mr.  Williams.  I  should  be  very  happy  to  learn  that  that  is  an 
asset  which  the  bank  may  recover,  if  that  is  the  case.  Is  it  under- 
stood  

The  Chairman  (interrupting).  No.  When  Mr.  Cooper  replies  to 
you,  if  he  desires  to,  he  will  probably  be  able  to  give  us  the  facts  in 
regard  to  that. 

Senator  Fletcher.  Do  I  understand  those  bonds  have  matured  ? 
Or  do  you  know  ? 

Mr.  Williams.  I  do  not  know.  I  understand  that  perhaps  25  per 
cent  has  been  paid  on  them. 

Senator  Fletcher.  But  whether  they  have  matured 

Mr.  Williams.  I  understood  they  did  not  mature  until  1920. 

The  Chairman.  Did  the  bank  keep  them  ? 

Mr.  Williams.  This  is  a  request  to  Mr.  Cooper  to  take  them  up, 
and  this  is  a  reply  refusing  to  do  it  except  at  50  cents  on  the  dollar. 
So  far  as  I  know,  the  bank  has  them  still.  This  letter  says  that  Mr. 
Cooper  refused  to  take  them  up. 

Senator  Fletcher.  You  had  not  finished  the  letter. 

Mr.  Williams.  No.     Mr.  Cooper  continues : 

E.  S.  Sweatt' of  this  city  attempted  to  buy  some  of  these  bonds  last  week. 

I  do  not  know  who  E.  S.  Sweatt  is,  but  I  understand  E.  S.  Sewatt 
was  a  female  clerk  in  his  bank.  I  do  not  know  whether  E.  S.  Sweatt 
was  a  female  clerk  in  his  bank  or  not,  but  I  understand  that  is  the 
E.  S.  Sweatt,  the  capitalist  who  attempted  to  buy  these  bonds. 

E.  S.  Sweatt,  of  tliis  city,  attempted  to  buy  some  of  these  bonds  last  week,  and  I 
am  inclosing  copies  of  the  original  telegrams  from  the  various  banks,  nearly  all  of 
them  national  banks  and  practically  unanimous  in  demanding  par  for  their  bonds. 

The  suggestion  of  the  department  is  wholly  inexcusable  and  without  reason,  and 
I  will  take  the  matter  up  with  the  department  and  file  copies  of  these  wires,  and 
I  think  I  can  convince  the  department;  but  if  your  board  is  willing  to  fill  up  the  hole 
which  will  be  made  by  taking  these  bonds  out,  kindly  advise  me. 

Those  bonds,  as  stated  in  his  letter,  appeared  to  be  the  best  asset 
they  have  in  their  bank,  and  yet  he  is  unwilling  to  give  more  than 
50  cents  on  the  dollar  for  them. 

These  wires  are  from — 

First  National  Bank,  Elkhart,  Ind. 

Mount  Jackson  National  Bank,  Mount  Jackson,  W.  Va. 
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National  Bank  of  Goldsboro,  Goldsboro,  N.  C. 
Macksburg  National  Bank,  Des  Moines,  Iowa. 
Firet  National  Bank,  Port  Clinton,  Ohio. 
First  National  Bank,  Harrington,  Del. 
W.  J.  Lewis,  Scio,  Ohio. 
Bank  of  Phoebus,  Fort  Monroe,  Va. 
Interstate  Finance  Corporation,  Philadelphia,  Pa. 
Philson  National  Bank,  Berlin,  Pa. 
National  Bank  of  Fredonia,  Fredonia,  N.  Y. 
Elyria  Savings  &  Banking  Co.,  Elyria,  Ohio. 
Yours,  truly, 

Wade  H.  Cooper. 

(Notations  on  margins  as  follows:) 

Par  is  80,  as  20  has  been  paid. 
These  bonds  are  perfectly  good  and  will  be  paid. 

Remember  all  that  I  return  is  $15,000  cash  and  the  "punk"  paper— see  your 
agreement. 

He  says,  "All  that  I  return  is  $15,000  and  the  'punk'  paper/' 
which  he  stated  to  the  committee  he  never  received,  and  which  in 
this  letter  he  says  he  will  return. 

On  motion  of  Dr.  Walker,  seconded  by  Mr.  Bennett,  the  following  resolution  was 
adopted: 

''Resolved,  That  Mr.  Wade  H.Cooper, of  Washington,  D.  C,  requested  to  remit  at 
once  to  the  First  National  Bank  of  Waycross,  $30,000  to  cover  the  cost  to  the  bank 
of  the  Bureau  of  National  Literature  Bonds  purchased  from  him  by  the  said  bank. 
This  request  being  made  in  accordance  with  the  demands  of  the  Comptroller  of  the 
Currency  contained  in  his  letter  to  the  board  of  directors  under  date  of  December 
28,  1917." 

There  seems  to  have  been  a  further  demand  made  upon  them. 

I,  C.  V.  Stanton,  cashier  and  secretary  of  the  board  of  directors  of  the  Firet  National 
Bank  of  Waycross,  Ga.,  certify  that  the  above  is  a  true  and  correct  copy  of  an  extract 
from  the  minutee  of  a  meeting  of  the  board  of  directors  of  said  bank,  held  at  Waycross, 
Ga.,  on  January  2,  1913. 

C.  V.  Stanton, 
Cashier  and  Secretary  of  the  Board  of  Directors, 

First  National  Bank  of  Waycross,  Ga, 


Florence,  S.  C,  May  15,  1918. 

We,  the  undersigned,  each  for  himself,  W.  B.  Cooper,  P.  S.  Cooper,  L.  J.  Cooper, 
and  Thomas  E.  Cooper  hereby  agree  to  sell  to  Col.  J.  W.  Bennett,  of  Waycross,  Ga., 
all  of  the  stock  we  hold  in  the  First  National  Bank  of  Waycross,  Ga.,  either  in  our 
name  or  that  is  held  by  each  as  collateral  to  notes  — notes  that  we  hold  that  is  secured 
by  said  stock — for  the  price  of  $25  per  Bhare,  provided,  however,  that  payment  is 
made  in  cash  not  later  than  June  1, 1918,  and  provided  on  date  of  delivery  of  stock 
of  each  for  himself  that  the  said  J.  W.  Bennett  is  to  deliver  to  Thomas  E.  Cooper, 
assigned  without  recourse,  allpaper  of  L.  J.  Cooper  with  the  collateral  attached  now 
held  by  the  First  National  Bank  of  Waycross  aggregating  approximately  $30,000, 
and  provided  further  that  the  said  J.  W.  Bennett  delivers  on  same  day  to  Thomas  E. 
Cooper,  of  Wilmington,  N.  C,  all  bonds  now  held  by  said  First  Natioanl  Bank  of  the 
Bureau  of  National  Literature  for  the  price  of  50  cents  on  the  dollar — 50  cents  on  the 
balance  due  on  said  bonds  on  date  of  delivery. 

L.  J.  Cooper. 

P.  S.  Cooper. 

W.  B.  Cooper. 

Thos.  E.  Cooper. 


Extract  from  letter  from  J.  L.  Walker,  president  First  National  Bank  of  Waycross, 
Ga.,  to  Wade  H.  Cooper,  care  of  Union  Savings  Bank,  Washington,  D.  C,  dated  May 
1«,  1918. 
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"While  you  speak  very  freely  of  the  moaey  that  we  have  got  to  put  up  it  appears 
to  me  that  little  if  any  progress  is  being  made  in  that  direction.  The  proposition  to 
release  the  bureau  bonds  to  you  at  50  cents  is  to  me,  during  my  many  years  in  the 
business  world,  unprecedented,  since  at  the  time  you  and  your  brothers  put  the?* 
bonds  over  on  us,  you  insisted  that  they  were  excellent  value  at  par." 


July  8,  1919. 
memorandum  for  the  comptroller. 

I  also  called  upon  Mr.  E.  K.  Wilcox,  attorney,  Valdosta,  Ga..  in  regard  to  the  affairs 
of  the  Bank  of  Statenvilie.  Mr.  Wilcox  being  engaged  in  the  prosecution  of  the 
indictment  against  L.  J.  Cooper  arising  out  of  the>insofvency  of  the  Bank  of  Statenvilie. 

Mr.  Wilcox  permitted  me  to  examine  certain  of  his  files  from  which  and  from  con- 
versation with  him  the  following  information  was  obtained:  The  bank  of  Statenvilie 
was  organized  about  1916  by  L.  J.  Cooper  and  J.  M.  Jenrette  who  induced  residents 
of  Statenvilie  and  vicinity  who  were  not  familiar  with  banking  transactions  to  sub- 
scribe for  and  pay  in  stock  to  the  amount  of  $5,800;  L.  J.  Cooper  and  Jenrette  subscribed 
for  92  shares  which  was  not  paid  in,  $9,200;  total  capital,  $15,000. 

Records  of  the  bank  indicate  that  in  an  endeavor  to  establish  payment  of  the  stock 
subscribed  by  himself  and  Jenrette,  L.  J.  Cooper  conveyed  or  had  conveyed  to  the 
Bank  of  Statenvilie,  real  estate  in  Nicholis  and  Statenvilie  at  a  valuation  of  $9,600, 
which  valuation  was  said  to  have  been  far  in  excess  of  the  actual  value  of  the  property. 

The  Chairman.  What  bearing  has  this  upon  these  bonds  ? 

Mr.  Williams.  This  shows  how  the  banks  which  we  have  been 
discussing  here,  and  which  have  been  creditors  of  these  Cooper  banks, 
were  organized  and  manipulated.  As  to  this  one  bank,  the  Staten- 
vilie Bank 

The  Chairman.  Was  Mr.  Wade  Cooper  one  of  the  organizers  of 
the  bank  ? 

Mr.  Williams.  This  relates  more  immediatly  to  Mr.  L.  J.  Cooper 
and  Mr.  Jenrette. 

The  Chairman.  It  seems  to  me  it  has  no  connection  whatever 

Mr.  Williams.  It  refers  to  paper  taken  over  from  these  banks  into 
the  Washington  banks.  This  is  the  character  of  paper  with  which 
the  Washington  banks  were  loaded. 

The  acceptance  of  this  property  in  payment  of  the  stock  subscribed  by  Cooper  and 
Jenrette  was  not  authorized  by  the  board  of  directors  of  the  bank.  Cooper  then  dis- 
counted  at  the  bank  various  notes  of  parties  residing  in  Waycross  and  vicinity  which 
were  found  to  be  worthless.  He  also  caused  to  be  placed  in  the  bank  of  Statenvilie 
a  certificate  of  deposit  for  $1,000  issued  by  the  Waycross  Savings  &  Trust  Co.  of  which 
he  was  president.  The  Waycross  Savings  &  Trust  Co.  is  now  in  the  hands  of  receivers 
and  the  bank  of  Statenvilie  has  been  unable  to  realize  upon  the  certificate. 

At  the  time  of  closing  L.  J.  Cooper's  overdraft  was  $882.51. 

An  assessment  of  30  per  cent  was  made  upon  the  stockholders  of  the  bank  of  Staten- 
vilie, which  closed  its  doors  in  1918.  The  Statenvilie  parties  have  paid  in  on  this 
assessment  $1,530  and  have  borrowed  $5,000  on  their  personal  obligations,  which 
amount  enabled  them  to  discharge  the  deposit  liabilities  of  the  Bank  of  Statenvilie. 

The  indictment  pending  against  L.  J.  Cooper  growing  out  of  the  affairs  of  this  bank 
will  come  to  trial  in  September.  I  understand  from  Mr.  Wilcox,  however,  that 
Cooper's  attorneys  have  opened  negotiations  looking  to  a  settlement  of  the  loss  sus- 
tained by  the  Statenvilie  parties  and  that  if  this  settlement  is  reached  the  indictment 
may  be  noi  pressed. 

Respectfully  submitted. 

Sidney  R.  Cong  don, 
National  Bank  Examiner. 

I  will  come  to  another  matter  now,  Mr.  Chairman. 

Mr.  Cooper  charges,  page  6  of  the  June  hearing,  that  the  failure 
of  the  Heard  National  Bank  was  due  to  gross  negligence  of  John 
Skelton  Williams  as  Comptroller  of  the  Currency.  In  answer  to  that 
charge  I  assert  that  the  failure  of  the  Heard  National  Bank  was 
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brought  about  by  practices  precisely  similar  to  those  engaged  in  by 
the  management  of  the  Cooper  banks.  Furthermore,  Mr.  Lawrence 
J.  Cooper,  brother  of  Thomas  E.  Cooper  and  Wade  H.  Cooper,  was 
formerly  a  director  in  the  Heard  National  Bank. 

The  Chairman.  What  do  you  mean  by  "formerly"  ? 

Mr.  Williams.  Several  years  ago  a  director  in  that  bank,  which 
failed  several  years  ago. 

The  Chairman.  Was  Mr.  Wade  Cooper  a  director  ? 

Mr.  Williams.  No;  not  Mr.  Wade  Cooper.  I  said  Mr.  Lawrence 
J.  Cooper,  a  brother  of  Thomas  E.  Cooper  and  Wade  Cooper,  was  a 
director  in  the  Heard  National  Bank. 

The  Chairman.  I  know,  but  we  are  not  trying  Mr.  Thomas  Cooper 
here,  are  we?  I  can  not  see  any  possible  connection  which  tnat 
item  has  with  your  conduct  as  comptroller,  or  Mr.  Cooper's  as  a 
banker. 

Mr.  Williams.  I  will  endeavor  to  supply  the  connecting  link, 
Mr.  Chairman. 

The  Chairman.  Proceed. 

Mr.  Williams.  I  have  hist  stated  that  Mr.  Cooper  charged  that 
the  failure  of  the  Heard  National  Bank  was  due  to  my  negligence 
as  Comptroller  of  the  Currency. 

The  Chairman.  And  you  say  it  was  not? 

Mr.  Williams.  And  1  state  that  one  of  his  brothers,  a  man  who 
has  been  conspicuous  in  the  character  of  transactions  which  I  have 
denounced  as  most  reprehensible,  was  one  of  the  managers  as  director 
of  that  bank,  and  that  they  were  precisely  the  same  practices  in 
vogue  there  which  wrecked  that  bank  which  have  wrecked  other 
banks  in  the  Carolinas,  and  which  threaten  the  solvency  of  other 
banks. 

The  Chairman.  You  make  that  statement.  Is  not  that  a  sufficient 
presentation  of  that  matter?  Is  it  necessary  to  go  on  and  read  a 
history  of  these  institutions  ? 

Mr.  Williams.  This  is  only  one  page  I  am  reading. 

Furthermore,  Mr.  Lawrence  J.  Cooper,  brother  of  Thomas  E.  Cooper  and  Wade  H. 
Cooper,  was  formerly  a  director  in  the  Heard  National  Bank,  and  it  was  presumably 
through  this  connection  that  loans  secured  on  the  stock  of  the  Heard  National  Bank 
was  placed  in  each  of  the  two  Cooper  banks  in  Washington. 

We  had  the  same  difficulties  in  connection  with  the  interlacing  of  loans  and  kiting 
M  checks  in  the  Heard  National  Bank  that  we  have  had  to  contend  with  in  the  Cooper 
Unks  with  which  we  are  now  dealing. 

Mr.  Cooper's  intimation  or  complaint  that  this  office  was  not  alive  to  the  threatening 
situation  of  the  Heard  National  Bank,  or  that  he  furnished  the  office  with  advance 
information,  is  a  complete  falsification,  as  shown  by  the  records  of  the  office.  We  had 
selected  and  designated  an  official  from  the  Federal  reserve  bank  at  Atlanta  to  take 
charge  of  the  Heard  National  Bank  some  months  before  it  was  decided  to  close  it  in  an 
effort  to  rehabilitate  it,  but  it  was  found  that  the  pernicious  practices  and  mismanage- 
ment of  the  old  regime  had  tied  the  bank  up  so  effectually  that  it  was  necessary  to  close 
it,  and  it  was  closed  under  instructions  of  this  office.  I  am  happy  to  say,  however, 
that  through  the  efforts  of  the  receiver  and  this  office  the  probabilities  are  that  the 
depositors,  who  have  already  received  70  per  cent,  will  be  paid  in  full. 

Xow,  Mr.  Chairman  and  gentlemen,  I  will  take  up  seriatim  a  num- 
ber of  other  charges  which  have  been  made  by  Mr.  Cooper,  and  pro- 
pose to  show  you  that  they  are  false,  and  generally  maliciously  so. 

Mr.  Cooper  requested  that  some  officer  of  the  Guaranty  Trust  Co. 
be  called  down  here  to  show  that  there  had  been  discrimination  in 
the  matter  of  Government  deposits.     I  wish  to  read  an  extract  from  a 
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letter  from  Mr.  Peabody,  a  trustee  of  the  Guaranty  Trust  Co.,  in 
answer  to  a  conference  which  I  had  had  with  him  on  that  subject, 
and  in  which  I  called  his  attention  to  the  statements  that  had  oeen 
made  of  that  sort.     He  writes  me  under  date  of  January  11,  1919: 

As  to  the  withdrawal  of  deposits  to  the  amount  of  $73,000,000  from  the  Guaranty 
Trust  Co.  |  my  recollection  is  that  the  article  undertakes  to  say  that  that  amount  of 
deposits  were  withdrawn  from  the  trust  company  by  you  or  at  your  instigation.  No 
such  amount  of  deposits  by  railroads  was  ever  held  by  the  company,  and  of  course  was 
never  withdrawn.  The  fact  is  that  deposits  of  railroad  companies,  approximating 
$40,000,000  in  amount,  have  been  withdrawn  from  the  Guaranty  Trust  Co.,  and  it  has 
been  understood  that  large  amounts  of  deposits  of  railroad  funds  have,  as  a  result  of 
Federal  control,  been  drawn  from  other  banks  and  trust  companies  in  New  York 
for  various  purposes  and  for  various  reasons.  The  propriety  of  so  doing  has  not  been 
questioned  by  the  company  or  its  officers. 
Yours,  very  truly, 

Charles  A.  Peabody. 

Here  on  page  460  of  the  February  hearings  Mr.  Cooper  made 
charges  and  insinuations  in  regard  to  a  loan  with  the  Munsey  Trust 
Co.  by  Mr.  R.  Lancaster  Williams,  of  the  Firm  of  Middendorf,  Wil- 
liams &  Co.  At  that  time  Mr.  Cooper  requited  that  Mr.  Pope  be 
called  to  prove  that  the  national  bank  examiner  criticized  a  lot  of 
notes  of  a  certain  official  of  the  Munsey  Trust  Co.,  and  that  thereupon 
"said  notes  were  taken  out  and  that  a  note  for  $183,000,  made  by 
R.  Lancaster  Williams,  brother  of  Comptroller  Williams,  was  substi- 
tuted, said  note  of  R.  Lancaster  Williams  being  secured  by  stock  of  the 
Middendorf- Williams  Co.,  of  Baltimore,  said  stock  being  of  question- 
able value  at  the  time;  that  thereupon  the  criticism  ceased,  and  that 
the  said  note  of  R.  Lancaster  Williams  was  never  criticized,  notwith- 
standing the  Questionable  security  offered." 

When  I  called  Mr.  Cooper's  statement  to  the  attention  of  my 
brother,  he  wrote  this  letter,  under  date  of  February  24: 

Middendorf,  Williams  &  Co.  (Inc.)., 

Baltimore,  Md.,  February  24, 1919, 
Hon.  John  Skelton  Williams, 

Comptroller  of  the  Currency \ 

Washington,  D.  C. 

Dear  Sir:  I  am  informed  that  a  statement  was  made  by  some  one  at  a  hearing 
before  the  Banking  and  Currency  Committee  of  the  Senate,  on  the  21st  instant,  to  the 
effect  that  the  national  bank  examiner  had  omitted  to  criticize  a  certain  note  signed 
by  myBelf,  held  by  the  Munsey  Trust  Co.,  of  Washington,  secured  by  shares  of  stock 
of  Middendorf,  Williams  &  Co.,  (Inc.),  Baltimore. 

This  note  was  originally  given  to  represent  the  purchase  by  me  at  a  substantial 

Eremium  above  its  par  value,  of  stock  of  Middendorf,  Williams  &  Co.  (Inc.),  which  I 
ought  from  one  of  the  other  stockholders  of  the  corporation. 

The  stock  securing  the  obligation  has  at  the  present  time  a  book  value  of  more  than 
$150  per  share,  and  in  the  past  two  and  one-half  years,  or  since  June  30,  1916,  there 
has  been  declared  and  paid  cash  dividends  amounting  to  55  per  cent  on  the  $500,000 
capital  stock  of  Middendorf,  Williams  &  Co.  (Inc.),  The  collateral  securing  the  loan 
has  an  actual  book  value  of  two  and  one-half  times  the  amount  of  the  loan.  This 
particular  loan,  therefore,  represents  only  about  40  per  cent  of  the  value  of  the  col- 
lateral upon  which  it  is  secured. 

The  note  as  originally  Riven  by  me  for  the  purchase  of  the  stock  has  been  reduced 
by  the  payment  by  me  of  approximately  $100,000  in  cash,  without  the  withdrawal  of 
collateral. 

Very  truly  yours, 

R.  Lancaster  Williams. 

I  think,  in  justice  to  the  firm,  Mr.  Chairman,  that  that  should  be 
included. 
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Mr.  Cooper  also  made  a  statement  in  regard  to  the  Georgia  & 
Florida  Railway.  His  statement  was  to  the  effect  that  I  had  unlaw- 
fully sat  quietly  by  and  by  my  act  ratified  and  approved  a  contract 
whereby  the  United  States  Government  entered  into  a  contract-  to 
pay  the  Georgia  &  Florida  Railroad,  a  little  line  running  from 
Augusta,  Ga.  to  Madison,  Fla.,  the  sum  of  $88,000  per  year  net  rental 
for  said  railroad  when  the  said  railroad  was  and  is  hopelessly  insol- 
vent and  had  sustained  a  net  loss  of  about  $513,000  for  the  year 
previous. 

That  statement,  Mr.  Chairman  and  gentlemen,  is  shown  to  have 
been  hopelessly  and  outrageously  false  by  the  latter  from  the  Director 
General  of  Railroads  which  I  present  herewith : 

United  States  Railroad  Administration, 
Walker  D.  Hines,  Director  General  op  Railroads, 

Washington,  July  S,  1919. 
Hon.  John  Skelton  Williams, 

Comptroller  of  the  Currency, 

Washington,  D.  C. 
Dear  Mr.  Williams:  I  have  your  letter  of  1st  instant  relative  to  the  testimony 
given  before  the  Banking  and  Currency  Committee  of  the  Senate  by  Wade  H.  Cooper 
on  June  30. 

You  did  not  have  anything  to  do  at  any  time  with  the  negotiation  of  the  contract 
which  the  Director  General  made  for  the  Georgia  &  Florida  Railroad,  or  with  the  fix* 
rag  of  the  amount  of  compensation,  or  any  other  term  of  the  contract,  or  with  deter- 
mining whether  or  not  the  railroad  should  be  under  Federal  control  at  all.  From  the 
very  outset  of  the  Railroad  Administration  you  made  it  clear  that  you  did  not  wish 
to  nave  anything  to  do  with  the  matter  and" your  wish  was  strictly  respected. 

I  notice  that  Mr.  Cooper's  testimony  refers  to  certain  deficits  with  respect  to  the 
Georgia  A  Florida  Railroad.  The  deficits  stated  by  him  are  altogether  different 
from  the  figures  with  which  the  Railroad  Administration  had  occasion  to  deal.  Under 
the  Federal  control  act  the  Railroad  Administration's  starting  point  in  dealing  with 
these  questions  was  the  operating  income  or  deficit,  i.  e.,  the  balance  or  deficit  remain- 
ing after  deducting  from  the  operating  revenues  the  operating  expenses,  taxes,  car 
hire,  joint  facility  rents,  etc.  I  state  in  parallel  columns  the  deficits  mentioned  by 
Mr.  Cooper  and  the  actual  figures  of  net  operating  income  or  deficit  with  respect  to 
this  railroad: 


Mr.  Cooper's  statement  of  deficits: 

1917 $518,991.00 

1916 557,408.00 

1915 636,558.00 

1914 461,197.00 

1913 403,234.00 

1912 245,277.00 


Net  operating  income  or  deficit: 

1917  « $105,643.00 

1916  2 10,472.00 

1915  a 96,862.00 

1914  l 57,397.00 

1913  l 33,584.00 

19122 13,806.00 


The  compensation  of  $88,000  was  fixed  in  pursuance  of  the  following  paragraph  o* 
section  1  of  the  Federal  control  act: 

''If  the  President  shall  find  that  the  condition  of  any  carrier  was  during  all  or  a 
substantial  portion  of  three  years  ended  June  30,  1917,  because  of  nonoperation, 
receivership,  or  where  recent  expenditures  for  additions  or  improvements  or  equip- 
ment were  not  fully  reflected  in  the  operating  railway  income  of  said  three  years  or  a 
substantial  portion  thereof,  or  because  of  any  undeveloped  or  abnormal  conditions 
so  exceptional  as  to  make  the  basis  of  earnings  hereinabove  provided  for  plainly 
inequitable  as  a  fair  measure  of  just  compensation,  then  the  President  may  make  with 
the  carrier  such  agreement  for  such  amount  as  just  compensation  as  under  the  circum- 
stances of  the  particular  case  he  shall  find  just." 

In  conclusion,  permit  me  to  say  that  you  had  no  responsibility  either  directly  or 
indirectly,  by  affirmative  action  or  by  acquiescence,  in  dealing  with  this  matter. 
Other  members  of  the  staff,  including  myself,  assumed  and  discharged  the  entire 
responsibility  of  making  the  recommendation  to  the  then  Director  General,  and  he 
acted  upon  that  recommendation. 
Sincerely  yours, 

Walker  D.  Hines. 

»  Net  operating  income.  a  Net  operating  deficit. 
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2.  The  charge  that  the  firm  has  frequently  overdrawn  its  account  is  wholly  false 
and  misleading,  as  shown  by  the  ledger  of  the  bank  itself.  The  bank  ledger  which 
I  have  to-day  examined,  as  far  back  as  1917,  shows  that  during  this  entire  period,  or 
more  than  18  months,  the  firm  was  shown  on  the  bank's  ledger  to  be  overdrawn  at 
the  close  of  business  on  only  two  occasions— October  26,  1918,  and  October  30,  1918. 
On  Saturday,  October  26,  the  bank  had  in  its  possession  a  remittance  more  than  suffi- 
cient to  cover  the  apparent  overdraft.  This  credit,  however,  was  not  entered  on  the 
account  of  Messrs.  John  L.  Williams  &  Sons  until  the  succeeding  business  day,  Monday, 
October  28.  On  October  31,  the  bank  received  a  delayed  remittance  from  the  firm, 
dated  at  Richmond,  Va.,  October  29,  inclosing  current  funds  amply  sufficient  to  cover 
the  apparent  overdraft  of  October  30.  These  apparent  overdrafts,  I  was  informed  by 
the  bank's  officers,  and  the  files  of  the  bank  conclusively  prove,  were  due  solely  to 
the  irregularity  and  delay  in  the  mails  while  railroad  traffic  was  so  congested,  which 
interfered  with  the  prompt  receipt  of  these  remittances  from  Richmond.  Thus  it  is 
clearly  shown  that  the  apparent  overdrafts  were  in  no  way  attributable  to  Messrs. 
John  L.  Williams  &  Sons,  and,  but  for  the  circumstances  so  outlined,  the  account 
would  have  shown  a  very  substantial  credit  balance  at  each  time. 

According  to  the  bank's  own  ledger  the  average  credit  balance  which  the  firm  of 
John  L.  Williams  &  Sons  has  carried  with  the  bank  during  the  past  six  months  was 
$9,950.49. 

In  the  course  of  my  regular  examinations  for  several  years  past  I  have  always  found 
any  loans  made  by  this  firm  to  be  abundantly  secured  by  collateral  and  the  bank 
officers  tell  me  that  the  account  is  a  valued  ana  thoroughly  satisfactory  one. 

The  bank  has  no  money  loaned  to  the  firm  on  bonds  or  stocks  of  the  Georgia  & 
Florida  Railway  directly,  and  the  only  loan  made  to  the  firm  in  which  the  Georgia 
&  Florida  securities  figured  in  any  way  is  a  loan  secured  mainly  by  high  class  State 
bank  stocks  and  by  a  note  which  in  its  turn  was  secured  by  first  mortgage  bonds  of 
the  railway  referred  to. 

The  loans  to  this  firm  from  the  Commercial  National  Bank  at  this  time  are  prin- 
cipally secured  by  readily  marketable  stock  exchange  collateral,  the  collateral  secur- 
ing their  loans  providing  at  present  market  values  a  margin  of  about  40  per  cent  above 
the  amount  of  the  loans,  and  this  margin  would  be  in  excess  of  20  per  cent  entirely 
without  the  Georgia  &  Florida  bonds,  which,  therefore,  may  be  considered  nothing 
but  excess  margin. 

I  have  always  heard  and  understood  from  reputable  bankers  in  Washington,  Balti- 
more, and  Richmond,  and  I  believe,  that  the  firm  of  John  L.  Williams  &  Sons  is  one 
of  the  very  highest  standing  for  integrity,  fair  dealing,  and  resourcefulness,  and  en- 
joys an  excellent  credit  which  they  never  strain ;  that  whenever  they  have  occasion 
to  borrow  they  always  are  prepared  to  give  abundant  collateral. 

The  above  facts  will  demonstrate  conclusively  the  absurdity  as  well  as  the  ground- 
lessness of  Mr.  Cooper's  vicious  insinuations  that  the  transactions  between  the  bank 
and  the  firm  were  either  deserving  of  the  slightest  criticism,  or  that  I  forbore  to  criti- 
cise t^em  because  of  your  former  connection  with  the  firm  in  order  to  gain  favor  with 
you. 

Respectfully, 

Jas.  Trimble, 
National  Bank  Examiner. 

We  have  read  the  above  letter  and  desire  to  certify  that  the  statements  of  National 
Bank  Examiner  Trimble  relative  to  the  deposit  account,  alleged  overdrafts,  and  loans 
of  Messrs.  John  L.  Williams  &  Sons,  as  referred  to  above,  are  absolutely  correct  as  shown 
by  the  books  and  records  of  this  bank. 

W.  E.  Cadwallader, 

Cashier. 

ROBT.   C.    CI88EL, 

Assistant  Cashier,  Commercial  National  Bank. 

I  mention,  incidentally,  that  Mr.  Cissel  was  one  of  the  men  that 
Mr.  Cooper  asked  to  summon  here  for  some  purpose;  I  do  not  recall 
what. 

The  Chairman.  You  go  back  there  18  months.  Why  did  you  not 
go  farther  back  ? 

Mr.  Williams.  I  would  be  happy  to  go  back  to  any  period  you 
please.     You  said  a  year  or  so,  and  I  went  back  over  18  months.    I 
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would  be  very  happy  to  go  back  further  if  you  wish  me  to.  I  had  not 
the  remotest  knowledge  of  the  condition  of  the  firm. 

The  Chairman.  Have  you  now  any  knowledge  of  the  condition  ? 

Mr.  Williams.  I  do  not  know  whether  the  account  shows  any — 
there  were  two  incidental  overdrafts  in  this  period.  I  do  not  know 
whether  there  were  any  overdrafts  in  any  previous  period. 

The  Chairman.  You  do  not  know  anything  about  the  condition  ? 

Mr.  Williams.  I  do  not,  but  I  will  get  the  information  if  you  want  it. 

I  submit,  Mr.  Chairman,  is  it  fair  to  permit  a  man,  without  a 
scintilla  of  proof,  to  come  before  your  committee  and  make  wanton, 
willful,  and  maclicious  charges  against  the  credit  of  concerns  that 
are  above  reproach  ? 

I  will  give  you  another  instance. 

On  page  460  of  the  February  hearings  he  requested  that  Mr.  Pope 
be  summoned,  of  the  Munsey  Trust  Co.  Here  is  a  letter  under  date 
of  July  8  from  National  Bank  Examiner  Trimble: 

Treasury  Department, 
Ofpice  of  Comptroller  op  the  Currency, 

807  Union  Trust  Building, 

Washington,  July  8,  1919. 
Hon.  John  Skelton  Williams, 
Comptroller  of  the  Currency, 

Washington,  D.  C. 

Dear  Sir:  At  the  hearings  before  the  Banking  and  Currency  Committee  of  the 
Senate  on  February  21, 1919,  Mr.  Wade  H.  Cooper  (p.  460,  pt.  2,  of  the  Hearings)  said: 

"I  further  expect  to  prove  by  Mr.  Pope  that  the  firm  of  John  L.  Williams  &  Sons, 
of  Richmond,  relatives  of  Comptroller  Williams,  a  firm  in  which  he  was,  or  had  been, 
interested,  also  had  a  note  of  $20,000  in  the  Munsey  Trust  Co.,  of  Washington,  said 
note  being  secured  by  stocks  or  bonds  of  the  Georgia  &  Florida  Railroad,  which  were 
of  little  value;  that  said  note  was  permitted  to  remain  in  the  Munsey  Trust  Co.,  with- 
out criticism,  by  Comptroller  Williams. " 

Pursuant  to  your  instructions,  I  have  made  an  examination  of  the  loan  accounts 
of  the  Munsey  Trust  ro.  as  far  back  as  Januarv,  1916,  and  find  that  for  the  entire 
period,  more  than  three  years,  the  only  loan  made  by  the  Munsey  Trust  Co.  to  Messrs. 
John  L.  Williams  A  Sons,  of  Richmond,  Va.,  was  one  loan  of  $10,000  on  April  10,  1916, 
which  appears  to  have  been  amply  secured  by  collateral,  namely,  155  shares  of  stock 
of  the  Southern  Investment  Co.,  and  by  $5,000  of  the  first  mortgage  bonds  of  the 
Georgia  A  Florida  Railroad. 

The  investment  eompany  is  a  corporation,  with  capital  of  $750,000  paid  in  in  cash 
at  par,  and  as  the  shares  of  this  company  are  valued  at  considerably  more  than  the 
face  of  the  loan,  the  bonds  of  the  railroad  additionally  pledged  might  reasonably 
have  been  regarded  as  excess  margin.  Furthermore,  the  loan  referred  to  was  reduceel 
before  the  expiration  of  the  first  12  months  to  $7,000  without  the  withdrawal  of  col- 
lateral, and  the  entire  balance  was  paid  in  full  nearly  a  year  ago.  I  therefore  con- 
sider that  Mr.  Cooper's  insinuation  or  charge  that  tne  loan  to  the  firm  mentioned 
was  ever  inadequately  secured  or  deserving  of  criticism  to  have  been  wholly  unjus- 
tified. 

Very  truly,  yours, 

Jas.  Thimble, 
National  Bank  Examiner. 

I  have  read  the  foregoing  letter  and  the  facts  stated  therein  as  relate  to  this  company 
are  correct  in  'everv  particular  and  have  been  verified  by  the  records  of  the  Munsev 
Trort  Co. 

0.  fl.  Pope, 
Vire  President  the  Munsey  Trust  Co. 

Another  wanton  and  willful  misstatement. 

I  think  it  might  be  well,  while  referring  to  the  Munsey  Trust  Co. 
We,  to  mention  that  I  am  informed  that  the  note  of  Mr.  Lancaster 
Williams  which  was  referred  to  and  criticized,  in  the  Munsey  Trust 
Co.  and  which  had  a  margin  of  250  per  cent  collateral,  also  happened 
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incidentally  to  have  been  indorsed  by  Mr.  Frank  A.  Munsey  himself 
to  whom  Sir.  Williams  had  originally  given  the  loan  in  a  transac- 
tion which  they  had. 

Mr.  Chairman,  it  is  exceedingly  disagreeable  to  me  to  have  to 
answer  in  any  way  such  wanton  and  willful  and  unjustifiable  reflec- 
tions as  this  witness  Cooper  has  made  upon  the  firm  of  which  I  was 
at  one  time  a  member,  but  in  view  of  his  statements  I  think  it 
proper  that  I  should  give  this  committee  a  brief  statement  in  regard 
to  that  firm  and  its  operations  and  some  of  the  work  which  it  has  done 
in  the  past  few  years. 

Mr.  Cooper,  in  the  nineteenth  charge,  on  page  6  of  the  hearings  of 
June  30,  undertakes  to  say  that  the  comptroller's — 

past  record  shows  him  to  be  utterly  incompetent  and  incapable  of  discharging  the 
important  duties  devolving  upon  him  as  Comptroller  of  the  Currency;  that  nis  past 
record  shows  that  practically  every  enterprise  or  institution  with  which  he  has  been 
connected  has  proven  financially  disastrous;  that  this  is  illustrated  in  the  case  of  the 
.Seaboard  Air  Line  Railroad,  which  he  operated  and  manipulated  and  which  finally 
collapsed  and  went  into  the  hands  of  receivers;  that  this  is  also  illustrated  in  the  case 
of  the  firm  of  John  L.  Williams  &  Son,  in  Richmond,  in  which  he  was  a  controlling 
factor,  and  which  had  a  creditor8,  committee  appointed  to  take  charge  of  its  affairs; 
that  this  is  further  illustrated  in  the  case  of  the  Genrgia  &  Florida  Railroad  above 
referred  to,  in  which  he  was  a  controlling  factor,  and  which  finally  collapsed  and  went 
into  the  hands  of  receivers  on  March  25,  1915. 

I  think  no  defense  of  that  firm  or  of  its  history  would  be  necessary 
in  any  community  where  that  firm  is  known  or  as  to  any  of  those  who 
have  been  associated  with  the  members  of  the  firm  during  any  portion 
of  the  past  40  years  of  its  existence.  It  has  been  in  successful 
operation  for  nearly  40  years.  I  believe  that  those  aspersions  were 
made  upon  it  with  a  willful  and  deliberate  intention  to  injure,  by  a 
man  who  knew  better;  and  if  you  will  pardon  me  for  going  back  to 
the  earlier  days  I  will  inform  you  of  the  firm  of  John  L.  Williams  & 
Sons,  which  firm  has  been  in  existence,  as  I  have  said,  for  more  than 
40  years. 

Upon  returning  from  college  in  1886  I  entered  the  firm  directly  as 
an  active  partner,  and  I  had  been  a  partner  in  the  firm  and  an  active 
factor  in  it  from  that  day  until  I  came  on  to  Washington  to  assume 
the  duties  of  Assistant  Secretary  of  the  Treasury. 

There  seemed  to  be  some  question  as  to  whether  I  could  retain  an 
interest  in  the  banking  house  and  at  the  same  time  perform  without 
criticism,  and  lawfully,  the  duties  of  Assistant  Secretarv  of  the 
Treasury.  I  got  the  advice  of  counsel,  the  Solicitor  of  the  1>easury, 
on  that  point,  and  he  told  me  that  there  seemed  to  be  nothing  in  tne 
law  which  would  prevent  me  from  continuing  my  membership  in  the 
firm  of  John  L.  Williams  &  Sons  at  the  same  tune  that  I  was  Assistant 
Secretary  of  the  Treasury.  But  I  decided  that  I  would  take  no 
chances.  It  was  to  a  certain  extent  an  ethical  question,  and  I 
decided  that  I  would  sever  all  business  connections  of  every  sort,  and 
I  therefore  retired  from  the  firm  on  the  1st  of  April,  1913.  I  have 
not  been  a  member  of  that  firm  or  of  any  other  firm  since  that  time. 

At  the  same  time  I  retired  from  various  other  corporate  activities, 
from  directorships  in  railroad  and  industrial  enterprise  of  various 
kinds  and  I  parted  with  my  interest  not  onty  in  national  banks,  but 
in  State  banks  as  well.  The  Assistant  Secretary  of  the  Treasury  had 
supervision  over  the  Comptroller  of  the  Currency,  and  I  did  not  want 
to  have  any  conditions  or  complications  which  might  be  in  any  way 
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embarrassing.  I  therefore  relinquished  and  got  out  of  all  bank 
stocks,  whether  National  or  State,  at  that  time. 

To  go  back  to  the  earlier  days  of  the  firm  of  John  L.  Williams  & 
Sons:  When  I,  at  the  age  of  21,  became  a  member  of  that  firm,  the 
South  was  just  beginning  to  come  forward.  It  was  just  recovering 
from  the  effects  of  the  war,  of  the  reconstruction  period,  and  financial 
operations  and  transactions  in  that  part  of  the  country  were  not 
large  and  we  had  to  look  very  largely  to  the  outside  for  capital,  and 
it  was  not  an  easy  matter  to  develop  and  build  up  either  railroad 
enterprises  or  banks  or  public  utility  companies  in  those  days.  It 
was  a  matter  that  took  all  the  intelligence  and  energy  that  a  man  had 
to  carrv  forward  successfully  enterprises  of  that  character. 

The  firm  of  John  L.  Williams  &  Sons  specialized  in  the  development 
and  upbuilding  of  enterprises,  especially  those  which  were  likely  to 
develop  and  help  forward  the  South.  Among  the  earlier  financial 
transactions,  which  would  seem  very  small  in  these  days,  but  which 
were  of  some  consequence  at  that  time,  was  the  financing  which  my 
firm  engineered  of  the  maturing  State  debt  of  South  Carolina.  I 
think  that  involved  about  $6,000,000,  which  seems  a  small  sum  now, 
but  in  those  days  it  was  of  more  consequence,  and  it  was  at  that 
time  especially  of  important  consequence  as  it  required  particular 
skill  in  handling  it  because  it  had  to  t>e  done  on  the  1st  of  July,  1893, 
in  the  midst  of  the  worst  panic  which  we  had  had  for  20  years. 

That  proposition  was  one,  among  many  others,  which  the  firm 
successfully  carried  through. 

I  recall  very  distinctly  a  gratifying  letter  which  I  received  at  that 
time  from  the  chairman  of  the  senate  of  South  Carolina,  congratu- 
lating my  firm  upon  the  accomplishment  in  those  difficult  days  in 
raising  that  large  sum  of  money  when  money  was  selling  at  a  premium 
of  103  and  seemed  to  be  unobtainable  by  the  largest  banks.  I 
recall  his  telling  me  that  he  proposed  to  have  the  senate  or  State  offer 
a  vote  of  thanks.    He  was  full  oi  gratitude  in  his  congratulatory  letter. 

In  the  earlier  days,  I,  as  one  of  the  active  members  of  the  firm, 
devoted  a  good  deal  of  my  time  and  energies  to  bringing  before  the 

Eublic  and  the  capitalists  of  the  country  the  advantages  which  I 
elieved  the  South  possessed  and  which  I  knew  would  become  more 
and  more  recognized  as  time  went  on ;  and  in  doing  so  the  firm  pub- 
lished what  they  denominated  a  manual  of  investments  in  order  to 
bring  to  the  attention  of  the  capitalists  of  the  country  and  investors 
the  opportunities  which  the  South  presented  for  the  judicious  invest- 
ment of  funds. 

In  that  connection  I  am  reminded  of  a  very  pleasing  little  incident 
which  showed  how  prophecies  are  sometines  fulfilled. 

A  copy  of  one  of  the  issues  of  the  manual  of  investments  I  sent 
to  Mr.  Gladstone.  I  recall  the  letter  which  he  was  courteous  enough 
to  write  back,  in  which  he  said: 

The  time  may  come  when  your  wealth  will  overflow  into  other  lands,  but  for  the 
present  your  vast  powers  of  production,  which  the  South  seems  likely  so  much  to 
enlarge,  will  not  disdain  extraneous  aid,  and  I  feel  how  great  in  that  point  of  view  is 
the  importance  of  the  work  which  I  owe  to  your  kindness. 

I  had  the  honor  to  receive  that  letter  from  him  nearly  30  years  ago, 
in  1890,  three  or  four  years  after  I  became  an  active  member  of  the 
partnership. 
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Those  predictions  of  Mr.  Gladstone  have  been  fulfilled.  Our 
wealth  is,  as  you  know,  overflowing  into  other  lands  now. 

I  am  happy  to  inform  you,  Mr.  Chairman  and  gentlemen,  that 
my  firm  has  been  very  active  in  all  these  years  in  the  development 
and  establishment  of  banks  and  enterprises  of  various  sorts  in  which 
I  have  figured  from  time  to  time  as  executive  or  director.  I  am 
also  proud  to  be  able  to  tell  you  that  no  institution  with  which  my 
name  has  ever  been  connected  as  director  or  executive  officer  has 
ever  gone  into  the  hands  of  a  receiver  while  I  was  its  executive  officer 
or  actively  engaged  in  it. 

I  have  been  connected  with  many  banks  and  trust  companies, 
Some  of  them  are  in  existence  now  under  their  original  names;  but 
those  which  are  not  in  existence  now  under  their  original  names 
are  in  existence  as  consolidations  with  other  banks,  and  generally 
they  represent  the  leading  and  important  banks  in  their  respective 
communities. 

This  witness  has  referred  to  an  occasion  when  a  committee  of  cred- 
itors was  appointed.  I  wish  to  make  it  very  plain  that  the  firm  of 
Williams  &  Sons  has  never  failed,  has  never  made  an  assignment, 
has  been  in  continuous  operation  for  over  40  years;  but  about  16 
years  ago  during  a  very  acute  money  stringency,  when  they  were 
conductmg  a  great  many  enterprises  for  which  they  were  advancing 
their  own  funds  and  for  which  they  were  providing  funds  from  other 
sources,  they  found  it  was  impracticable  ior  them  to  continue  these 
operations  and  to  keep  all  of  these  institutions  and  corporations 
going  and  at  the  same  time  to  protect  themselves.  They  were  lending 
at  that  time  to  one  railroad  aoout  $1,000,000,  To  have  called  those 
loans  might  have  precipitated  and  probably  would  have  precipitated 
a  receivership.  Having  an  abundance  of  high-class  collateral  and 
securities,  which  they  were  unwilling  to  sacrifice  on  the  panicky 
markets  which  then  prevailed,  they  declared  practically  a  morato- 
rium, and  said,  "  We  will  take  a  breathing  spell  to  clear  these  matters 
up."  There  was  no  assignment  of  any  sort.  They  asked  the  indul- 
gence of  those  with  whom  they  had  their  financial  relations  to  give 
them  time  to  avoid  a  sacrifice  of  some  of  the  large  properties  wnich 
they  were  conducting  in  order  to  realize  on  them  in  an  orderly  way 
without  sacrifice. 

This  was  readily  granted,  practically  unanimously,  and  the  firm 
settled  all  demands  upon  them  at  100  cents  on  the  dollar  and  interest 
and  continued  the  active  and  profitable  business  which  they  have 
been  conducting  through  all  these  years. 

The  Chairman.  Did  the  creditors  appoint  a  committee,  or  was 
there  anv  committee  appointed  ? 

Mr.  Williams.  An  advisory  committee  was  appointed  by  the  firm. 

The  Chairman.  By  the  firm  ? 

Mr.  Williams.  Yes,  sir;  with  the  concurrence  and  advice  of  their 
large  creditors,  and  they  paid  off  at  100  cents  on  the  dollar  in  full, 
every  demand. 

The  activities  of  the  firm  were  not  confined  to  banks  and  trust 
companies,  but  they  were  potentially  active  factors  in  the  develop- 
ment of  the  public  utility  properties  in  many  of  the  leading  cities  of 
the  South.  For  example,  it  inaugurated  and  developed  the  Rich- 
mond Traction  property  in  Richmond,  which  was  eminently  success- 
ful.    It  harnessed  the  water  power  of  James  River  through  the 
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electric  company  and  electric  railway  company,  a  corporation  which 
was  phenomenally  successful.  They  built  up  the  street  railway 
systems  and  lighting  systems  of  many  other  cities — Norfolk,  Va.,  for 
example,  Augusta  and  Macon,  Ga.,  Knoxville,  Tenn.,  and  various 
other  places — involving  large  capital  and  experience  and  skill  in 
developing  and  handling  them. 

They  were  also  active  in  various  industrial  enterprises — the  inau- 
guration of  industrial  corporations  of  various  kinds  that  minister  to 
the  growth  and  prosperity  of  the  country  in  which  their  activities 
were  being  principally  exercised.  As  a  rule  they  were  signally  suc- 
cessful. I  think  I  can  safely  say  that  during  many  years  that  firm 
was  the  most  active  and  the  most  successful  firm  in  its  line  of  business 
in  the  whole  South. 

Among  the  last  enterprises  in  which  I  had  an  active  or  important 
interest  before  coming  to  Washington  was  an  enterprise  in  Texas  in 
which  my  firm  and  their  associates  and  our  immediate  friends  took 
an  interest  of  about  one-fourth,  the  original  syndicate  being  $1,000,000, 
and  as  compared  with  the  ridiculous  and  wanton  and  malicious  state- 
ments of  the  witness  I  call  your  attention  to  that  investment  and  to 
the  fact  that  the  corporation,  representing  an  investment  of  (1000,000 
in  the  original  syndicate,  is  selling  to-day  on  the  market  at  over 
$30,000,000. 

As  to  my  railroad  experiences:  I  should  not  detain  you,  Mr. 
Chairman,  or  any  other  member  of  the  committee,  or  encumber 
this  record  with  matters  which  may  seem  under  any  circumstances 
to  expose  me  to  the  charge  of  vanity,  but  as  these  false  and  unjust 
statements  have  been  put  into  this  permanent  record  I  feel  it  my 
duty  to  bring  out  the  real  facts  in  regard  to  the  firm  in  which  I  have 
no  interest  and  have  had  none  since  1913. 

As  I  have  told  you,  I  became  a  member  of  the  firm  in  1886.  Six 
or  seven  years  later  I  began  my  railroad  experience.  I  had  never 
been  connected  with  a  railroad  proposition  of  any  sort  until  that 
time.  In  1892  the  attention  of  my  firm  was  directed  to  a  small 
railroad  known  as  the  Savannah,  Americus  &  Montgomery  Railroad, 
running  between  Montgomery,  Ala.,  and  a  point  70  miles  east  of 
Savannah.  It  was  in  a  failed  condition.  It  was  either  then  in  the 
hands  of  a  receiver  or  went  into  the  hands  of  a  receiver  very  soon 
after  it  was  first  brought  to  our  attention.  I  was  not  connected 
with  it  in  any  way  whatever.  Sjme  of  our  friends  were  so  f ortunate 
or  so  unfortunate  as  to  be  owners  of  some  of  the  bonds. 

I  was  then  a  mere  youth  of  26  or  27,  but  I  investigated  the  prop- 
erty and  believed  and  made  up  my  mind  that  the  situation  was  one 
which  could  be  worked  out.  The  first  mortgage  bonds  on  the  road 
were  selling  at  about  40  cents  on  the  dollar.  I  became  interested 
in  it  and  was  made  a  member  of  the  reorganization  committee,  and 
the  older  men  on  the  committee  prepared  a  plan  of  reorganization 
which  did  not  impress  me  as  being  fair,  and  that  led  to  my  first 
railroad  controversy. 

I  had  to  attack  their  plan,  which  I  thought  unjust  and  inequitable, 
and  work  out  a  plan  of  my  own  which  I  thought  was  fair  to  the 
security  holders.  After  a  year  or  two  of  takling  and  waiting  my 
plan  was  adopted  by  the  security  holders  as  the  plan  under  whicn 
the  Savannah,  Americus  &  Montgomery  Railroad  should  be  reorgan- 
ized. 
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The  road  was  reorganized  in  1894  or  1895,  and  the  owners  of 
the  road  were  good  enough  to  elect  me  as  its  president.  I  was  then. 
I  think,  about  29  years  of  age. 

That  was  the  first  experience  that  I  had  with  a  railroad.  I  threw 
myself  into  the  road  to  try  to  work  it  out  and  make  a  success  of  it. 
I  succeeded  in  extending  the  road's  operation  into  Savannah  on  the 
one  side  and  acquired,  through  the  good  works  of  our  firm  and  our 
associates  in  Baltimore,  additional  lines  which  made  it  a  line  of  some 
consequence,  some  400  or  500  miles. 

In  the  ensuing  two  or  three  years  my  time  was  divided  between 
my  railroad  enterprises  and  the  development  of  street  railway 
enterprises   and,    incidentally,    banking   interests   here    and   there. 

I  wul  say  here  that  I  have  been  a  director  in  trust  companies  since 
I  was  probably  22  or  23  years  old  and  was  chairman  of  the  trust 
company  section  of  the  American  Bankers,  Association  in  1901. 
and  1  have  had  occasion  to  give  a  good  deal  of  attention  to  those 
matters. 

In  following  up  my  studies  of  the  South  I  became  convinced  that 
it  was  very  desirable  that  there  should  be  additional  transportation 
facilities  between  the  North  and  the  South;  that  the  Southern  Rail- 
way and  the  Atlantic  Coast  Line  did  not  provide  all  the  railroad 
facilities  that  that  growing  region  required. 

I  had  been  studying  the  railroad  map  of  the  South  for  many 
months,  and  I  developed  the  ambition  to  provide  a  new  trunk  line 
which  should  extend  from  Washington,  on  the  one  side,  to  Atlanta 
and  southern  Florida  on  the  other. 

In  the  latter  part  of  1898,  three  years  after  I  had  taken  over  this 
small  road  of  300  or  400  miles  I  opened  negotiations  with  the  then 
owners  of  a  collection  of  small  roads  extending  between  Norfolk, 
Va.,  and  Atlanta,  Ga.,  embracing  some  15  or  16  different  railroad 
corporations,  including  the  Seaboard  and  Roanoke,  the  Raleigh  and 
Augusta,  and  others,  and  succeeded  in  getting  them  to  name  a  price 
at  which  the  owners  would  sell  to  me  and  my  associates  that  system 
of  about  a  thousand  miles.  We  agreed  on  a  basis  for  the  transaction. 
I  think  about  the  day  before  Christmas,  in  1898, 1  gave  them  a  check 
for  certificates  of  deposit — on  Christmas  Eve,  I  think  it  was,  or  on 
Christmas  Day,  or  immediately  after — for  about  $3,400,000  to  bind 
the  transaction.  We  announced  that  the  syndicate  organized  by  my 
firm  in  Richmond,  of  which  I  was  a  partner,  and  of  our  Baltimore 
associates,  had  bought  those  properties.  At  the  same  time  I  opened 
negotiations  for  the  acquisition  of  the  system  known  as  the  Florida 
Central  Peninsula  system,  covering  pretty  largely  the  great  State  of 
Florida,  to  which  I  had  cast  a  longing  eye  for  many  months.  I  think 
that  within  60  days  thereafter  I  succeeded  in  securing  from  the  then 
owners  of  the  Florida  Central  Peninsula  system  an  offer  for  that 
system,  which  I  at  once  accepted. 

That  gave  my  associates  and  myself  a  system  of  about  2,300  or 
2,400  miles,  but  they  were  disconnected  and  separated  one  from  the 
other.  We  had  to  build  a  connecting  line  from  Richmond  to  a  point 
in  the  Carolinas,  on  the  one  side,  and  from  Columbia,  S.  C,  to  a 
connection  with  the  Florida  lines  on  the  other,  and  then  a  further 
connection  in  Georgia  to  connect  up  with  the  old  railroad  of  which 
I  had  been  just  elected  president  a  few  years  ago  and  which  became 
then  known  as  the  Georgia  &  Alabama  Railroad. 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  268 

The  earnings  of  that  road  the  year  before  my  purchase  were  about 
seven  or  eight  millions.  I  devoted  my  energies  for  the  next  few  years 
principally  to  the  development  of  that  system,  and  when  I  retired 
from  the  system  in  1904  its  earnings  were  practically  double  or 
nearly  double. 

Having  built  up  a  system  as  extensive  as  that  was,  we  had  further 
plans  on  foot,  and  decided  to  build  into  Birmingham,  Ala.;  and  it 
was  the  construction  of  that  road  in  the  summer  of  1903  which 
created  the  strain  upon  my  firm  which  made  it  necessary  for  us  to 
ask  for  time  in  which  to  adjust  and  straighten  out  our  affairs. 

As  I  said,  we  were  advancing  to  the  road  at  that  time  approxi- 
mate! v  a  million  dollars,  and  we  were  lending  hundreds  of  thousands 
of  dollars  to  other  enterprises  which  we  were  conducting  and  in 
which  we  were  the  leading  and  most  important  factors;  and  I  wish 
to  say  with  all  due  modesty,  Mr.  Chairman,  that  when  that  crisis  in 
the  affairs  of  the  firm  was  reached,  we  were  carried  over  it  so  success- 
fully by  so  adjusting  the  finances  and  affairs  of  all  of  the  many  cor- 
porations, street-car  companies,  industrial  corporations  and  enter- 
prises, and  banks  and  trust  companies,  that  when  the  announcement 
was  made  that  we  wanted  to  have  the  consideration  which  was  called 
for,  not  a  single  corporation  with  which  we  were  indentified  or  which 
we  were  conducting  failed. 

We  protected  every  enterprise  which  we  were  handling,  and  simply 
stood  in  the  breach  and  let  the  storm  strike  us  and  weatnered  it. 

The  Seaboard  Air  Line  Railroad  itself  was  tided  over.  I  was 
president  of  it,  and  I  remained  president  for  some  months.  I  was 
president  at  that  time  of  the  Bank  of  Richmond.  We  strained,  we 
wrenched,  and  yet  there  was  not  a  run  on  the  bank.  I  wtos  president 
at  the  very  time.  I  remained  president  of  that  bank  and  a  member 
of  the  firm. 

That  is.  the  answer  to  those  insinuations  as  to  the  character  of  the 
operations  with  which  the  firm  has  been  connected. 

At  the  same  time  that  we  were  building  up  our  railroad  enterprises 
and  starting  banks  in  different  parts  of  the  country  and  aiding  in  the 
development  of  those  which  were  existing,  extending  all  tne  way 
from  New  York  to  Savannah,  we  were  aiding  in  the  development  of 
other  large  industrial  enterprises  in  the  South.  Among  others  I 
recall  that  in  about  1898  my  firm  financed  and  doubled  the  capital 
of  one  of  the  largest  industrial  companies  in  the  South  today,  one  of 
the  most  successful — the  VirginiaiJarolina  Chemical  Co.  I  think 
thev  had  nine  millions  of  stock  out  at  that  time,  and  we  sold  nine 
million  more  for  them. 

That  is  simply  one  illustration.  The  shares  which  we  marketed 
at  that  time  are  selling  at  an  enormous  advance  over  the  price  at 
which  they  were  handled  by  our  firm. 

And  so  it  has  been  with  nearly  every  enterprise  with  which  my  firm 
has  been  connected  from  the  time  it  started  business  until  today. 

The  Seaboard  Air  Line  Railway  was  disappointed.  The  en- 
gineers had  given  estimates  as  to  what  the  new  line  of  150  or  200 
miles  to  Birmingham  would  cost,  and  it  cost  about  six  millions  dollars 
inore  than  the  estimates.  It  threw  us  out  very  much  in  our  calcula- 
tions, and  that  was  the  cause  of  the  troubles  of  the  Seaboard  Air 
Line  Railway  at  that  time  which  they,  however,  overcame. 
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I  retired  from  the  presidency  of  the  Seaboard  Air  Line  Railway 
about  1904,  and  devoted  my  attention  for  the  next  two  or  three 
years  to  other  matters,  retaining  my  membership  in  the  firm.  I  felt 
that  the  Seaboard  Air  Line  Railway  was  not  being  managed  as  it 
should  be  managed,  and  I  was  an  open  critic  of  the  administration  of 
the  Seaboard  Air  Line  Eailway  ana  pointed  out  in  published  letters 
abuses  which  I  thought  should  be  corrected  and  matters  of  policy 
which  I  thought  should  be  changed. 

The  Chairman.  Was  that  after  Mr.  Ryan's  assistance  was  called 
in? 

Mr.  Williams.  That  was  while  Mr.  Ryan  was  on  the  board. 

I  should  say  that  in  1914  my  firm  parted  with  its  large  holdings 
in  the  Seaboard  Air  Line.  I  think  I  made  a  sale  at  one  time  of  ten 
or  fifteen  millions  of  dollars  of  the  shares  of  that  road  to  the  Ryan 
syndicate,  and  I  retired  from  the  board. 

But  a  great  many  of  my  friends  still  retained  an  interest  in  it,  and 
I  felt  an  acute  interest  on  their  account. 

In  the  latter  part  of  1907,  following  the  panic,  two  of  the  attorneys 
of  the  Seaboard  Air  line  Railway  telegraphed  or  telephoned  to  me 
at  Richmond  asking  me  if  I  would  meet  them  in  Washington.  I 
told  them  that  I  would,  and  I  met  them  at  the  Willard  Hotel  in  this 
city. 

They  said  that  the  times  were  very  alarming;  that  the  Seaboard 
Air  Line  system  which  had  developed  and  which  had  been  built  up 
by  my  friends  and  subsequently  sold  to  the  new  syndicate,  was  in 
deep  water,  and  asked  if  I  would  not  assist  in  financing  it.  I  think 
their  request  was  about  the  29th  of  December,  and  they  had  a  million 
dollars  or  thereabouts  to  pay  on  the  1st  of  January,  and  they  wanted 
to  know  if  I  would  not  help  to  provide  those  funds. 

I  said,  "It  is  too  late,  gentlemen.  I  have  tried  to  point  out  that 
things  were  not  going  as  tney  should  in  the  past  year  or  two,  but  my 
advice  was  not  taken."  I  said,  "I  am  not  willing  to  step  into  this 
situation  now,  at  this  last  moment,  two  days  before  your  interest 
falls  due.,, 

They  said,  "If  you  don't,  unless  we  raise  these  funds,  we  will  have 
to  have  a  receivership.,, 

I  was  neither  a  director  nor  an  officer  of  the  company.  As  lone 
as  I  was  an  officer  of  the  company  it  kept  going;  it  was  solvent.  I 
do  not  mean  that  it  became  insolvent  because  I  went  off  the  board, 
but  I  do  say  that  I  had  occasion  to  criticise  the  policies  in  those 
intervening  years. 

I  said,  "I  am  not  willing  to  come  into  this  matter  at  this  la9t 
moment  and  put  up  a  large  sum  of  money  as  you  suggest." 

Then  they  said  it  was  a  receivership.  Tney  said,  "Mr.  Williams, 
we  will  name  as  receiver  any  one  you  suggest.' \ 

I  said,  "Put  my  brother,  Mr.  Lancaster  Williams,  in  as  receiver." 

They  said,  "All  right,"  and  they  put  him  in.  They  selected  Mr. 
Warfield,  of  Baltimore,  who  was  a  member  of  the  board.  The  third 
receiver  was  appointed  by  the  court,  Mr.  Duncan,  of  North  Carolina. 

My  brother  threw  himself  into  that  situation  with  his  accustomed 
energy  and  intelligence,  and  Mr.  Warfield  and  Mr.  Duncan  worked 
admirably  together.  They  endeavored  to  overcome  the  abuses  and 
faults  of  the  past,  and  they  turned  the  nose  of  the  boat  from  the  rocks 
to  the  open  seas  again.     Very  soon  the  road  began  to  respond  to  the 
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improved  treatment  and  the  changed  policies,  and  deficits  were 
changed  into  earnings. 

A  reorganization  committee  was  appointed  of  17,  I  think,  and  I 
was  asked  to  be  a  member.  I  consented.  I  had  not  been  responsible 
for  several  years  for  the  conduct  of  the  road,  but  I  consented  to  go  on 
the  board.  A  subcommittee  was  appointed  to  prepare  plans,  and  I 
was  asked  to  be  one  of  a  committee  of  six  to  prepare  plans  for  the 
reorganization  of  the  system  when  the  time  should  come,  and  I  agreed 
do  that. 

Soon  matters  began  to  shape  themselves  in  a  way  that  indicated 
that  we  would  be  able  to  emerge  from  the  receivership  if  some  suit- 
able plan  could  be  devised,  and  our  committee  of  six  was  requested  to 
prepare  a  plan  for  submission  to  the  main  board.  The  other  members* 
of  the  committee  each  forwarded  a  plan,  practically,  and  we  had 
a  whole  potpourri  of  reorganization  plans  before  us  for  considera- 
tion. 

The  result  was  that  the  other  five  members  of  the  board  agreed 
on  a  plan,  but  I  regretted  very  much  that  I  was  unable  to  coincide 
with  my  associates  in  the  plan  which  they  recommended  to  the  full 
committee,  and  I  brought  forward  a  plan  on  a  different  principle, 
the  merits  of  which  I  modestly  urged  on  the  committee.  I  felt  that 
the  other  propositions  of  the  plan  would  not  be  workable  and  could 
not  be  carried  out. 

The  result  was  that  when  the  two  plans  were  submitted,  the 
joint  plan  of  the  other  five  members  and  the  plan  which  had  been  pro- 
posed by  me,  the  full  committee  realized  the  merits  of  certain  fea- 
tures of  my  plan,  and  both  plans  were  recommitted  to  the  subcom- 
mittee for  further  consideration.  The  result  was  that  what  I  re- 
garded as  the  essential  elements  of  the  plan  which  I  had  urged  upon 
the  committee  were  adopted,  and  a  plan  brought  forward  and  ac- 
cepted by  the  committee  resulting  in  the  reorganization  of  the  Sea- 
board Air  Line  system  in  1909, 1  think  it  was,  on  a  basis  which  made 
the  reorganization  the  most  successful  reorganization  of  a  large 
system  tnat  was  ever  carried  on  in  an  equal  period  in  the  history 
of  the  country. 

The  general  creditors  of  the  Seaboard  Air  Line  were  paid  in  full. 
The  stock  was  not  assessed  and  the  junior  bondholders  were  given 
perhaps  more  than  they  ever  thought  tney  would  get.  The  company 
was  restored  to  solvency.  Its  new  management  was  elected,  and 
I  was  asked  to  go  upon  the  board  of  directors  and  upon  the  executive 
committee,  which  I  accepted. 

I  became  a  member  of  the  board  and  of  the  executive  committee. 
The  system  grew  and  the  earnings  went  up  and  advanced  for  a  year 
or  two  very  satisfactorily. 

About  1911  or  1912,  I  think  it  was,  I  became  dissatisfied  with 
some  of  the  policies  which  were  being  pursued  by  the  majority 
interests  and  I  retired  from  the  board.  1  think  that  was  in  1911  or 
1912, 1  do  not  remember  which.  I  have  had  no  further  connection 
with  the  Seaboard  Air  Line  Railway  since  that  time. 

I  tax  your  patience,  Mr.  Chairman,  in  making  these  explanations 
of  what  is  a  chapter  of  the  railroad  history  of  tne  country  in  order 
that  it  may  neutralize  and  offset  and  stamp  as  untrue  the  insinua- 
tions or  statements  which  have  been  made  oy  one  of  the  witnesses 
before  this  committee. 
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Mr.  Chairman,  I  do  not  know  that  I  shall  impose  upon  your  time 
any  more  at  present;  but  if  there  are  any  questions  which  I  have 
omitted,  any  point  in  the  testimony  given  by  Mr.  Cooper  which  may 
have  impressed  any  member  of  this  committee,  I  respectfully  urge 
you  to  bring  them  up. 

Sena tQr  Fletcher.  Have  you  mentioned  the  Georgia  &  Florida? 

Mr.  Williams.  In  1906  or  1907, 1  think  it  was,  there  was  brought  to 
the  firm  a  proposition  for  the  development  and  extension  of  several 
small  roads  in  the  States  of  Georgia  and  Florida.  It  was  suggested 
that  we  might  put  those  roads  together  and  extend  them  and  make 
a  system  that  would  be  profitable. 

My  firm  employed  the  best  engineering  talent  that  it  could  get  to  go 
down  to  Georgia  and  to  Florida  to  survey  the  situation  and  to  make  a 
report  as  to  what  the  probable  earnings  would  be  of  a  railroad  if  ex- 
tended from  Augusta,  Ga.,  to  northern  Florida,  in  a  southwesterly 
direction,  with  single  branch  lines  or  feeders. 

The  reports  of  the  engineers  and  experts  were  of  an  exceedingly 
favorable  kind.  We  took  every  precaution  that  business  men  could 
be  expected  to  take  by  employing  not  only  engineers,  but  expert 
traffic  men.  I  recall  that  one  of  the  reports  made  upon  this  proposi- 
tion was  by  the  Nestor  of  the  traffic  men  of  the  united  States- 
Mr.  A.  Pope,  of  Georgia,  who  has  had  60  years  of  experience  in  the 
railroad  business,  in  the  traffic  end,  principally;  and  the  reports 
which  they  made  to  my  firm  and  our  associates  in  Baltimore,  who  sub- 
sequently agreed  to  undertake  the  financing  of  the  road,  were  of  a 
character  which  justified  us  in  organizing  a  syndicate  to  raise  five  or 
six  million  dollars  for  the  purpose  of  building  new  lines  and  connecting 
the  existing  short  lines  in  Florida. 

My  experience  on  the  Georgia  &  Alabama  Riilroad  had  been  ex- 
ceedingly satisfactory.  I  think  I  told  you  that  the  first  mortgage 
bonds  of  that  company  when  we  first  undertook  the  proposition  were 
selling  at  about  40  cents  on  the  dollar.  As  the  result  of  our  reorgani- 
zation and  of  our  subsequent  consolidations  those  first  mortgage  bonds 
of  the  Georgia  &  Alabama  Railroad  or  its  predecessor  which  sold  at 
the  time  we  took  charge  at  about  40  cents  on  the  dollar,  became  worth, 
subsequently,  the  equivalent  of  about  200  cents  on  the  dollars  in  the 
securities  which  were  given  for  them. 

In  other  words,  there  was  a  profit  of  about  five  for  one  at  one  time 
in  the  value  of  those  securities  given  for  those  old  discredited  bonds 
which  we  took  at  the  time  when  it  was  practically  a  wreck. 

Those  who  brought  the  matter  to  our  attention  were  hopeful  that  a 
similar  experience  might  follow  in  the  development  of  the  Georgia  & 
Florida  Railroad.    ' 

There  has  never  been  in  the  history  of  any  railroad  organized  in  the 
United  States  a  cleaner  transaction  or  one  where  the  bankers'  com- 
missions and  profits  were  more  moderate.  The  syndicate  was 
organized  on  the  basis  of  par,  100  cents  on  the  dollar  for  the  bonds, 
with  a  certain  amount  of  securities,  and  those  were  subscribed  to  by 
those  who  participated  in  the  syndicate,  on  that  basis,  and  the  bankers' 
commission,  the  cash  commission,  was  paid  to  the  banks  on  a  maxi- 
mum of  2\  per  cent;  perhaps  1  in  some  cases,  but  a  maximum  of  2*, 
which,  for  the  financing  of  a  railroad  enterprise,  is  exceedingly 
moderate.  So  that  the  money  which  was  paid  in  by  the  syndicate 
went  into  the  road  and  not  in  the  profits  or  pockets  of  its  promotors. 
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The  construction  was  undertaken.  We  had  employed  the  very 
best  engineers  that  could  be  found  to  supervise  it  and  to  watch  the 
outgo,  and  it  began  to  look  well. 

About  that  time  the  country  traversed  was  overtaken  by  disas- 
trous floods  which  interfered  very  seriously  with  the  new  construc- 
tion and  new  roadbed  and  threw  it  back  very  seriously.  I  think 
that  was  probably  the  beginning  of  a  succession  of  misfortunes  which 
finally  resulted  m  the  receivership  of  that  railroad,  but  I  retired 
from  the  railroad  I  think  either  one  or  two  years  before  the  receiver- 
ship. I  resigned  as  president,  if  I  remember  correctly,  about  1911 
or  1912;  I  do  not  remember  which.  I  think  it  went  into  the  hands 
of  receivers  two  or  three  years  subsequently. 

There  are  very  great  compensations  for  the  financial  losses  to  the 
owners  of  the  road  through  the  rapid  development  of  the  country 
through  which  the  road  ran  and  the  important  transportation  facil- 
ities which  were  given  to  the  people  in  many  counties  of  Georgia  and 
Florida  and  in  the  prosperity  which  has  visited  the  entire  section 
along  the  line  of  the  road,  although  the  security  holders  of  the  road 
have  not  profited. 

The  owners  of  the  road  feel  that  if  they  had  been  permitted  to 
charge  rates  for  freight  and  passengers  larger  than  those  to  which 
they  have  been  restricted  under  the  regulations  of  the  Interstate 
Commerce  Commission  their  returns  would  be  quite  adequate  and 
satisfactory. 

The  Chairman.  It  was  sort  of  a  philanthropic  enterprise  as  it 
turned  out  to  be  ? 

Mr.  Williams.  It  was  not  for  the  benefit  of  the  original  owners. 

Senator  Fletcher.  Have  you  gone  into  the  question  of  the  Rail- 
road Administration  taking  over  that  road  ?  Is  this  the  road  that 
Mr.  Cooper  said  had  been  taken  over  with  a  deficit  ? 

Mr.  Williams.  That  had  shown  a  deficit  of  $518,000  the  year  be- 
fore it  was  taken  over,  and  which  the  Director  General  of  Railroads 
has  shown  was 

Senator  Fletcher.  You  have  gone  into  that  ? 

Mr.  Williams.  Yes  sir;  I  have  filed  a  statement  in  reply  to  that. 

Mr.  Chairman,  if  there  is  any  other  point  which  I  have  not  ans- 
wered to  your  satisfaction,  I  shall  be  happy  to  have  inquiries  put  to 
me  by  you  or  any  member  of  the  committee. 

The  Chairman.  We  will  adjourn  until  to-morrow  morning  at  10 
o'clock. 

(Whereupon,  at  5.12  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Wednesday,  July  16,  1919,  at  10  o'clock  a.  m.) 
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WEDNESDAY,  JULY  16,  1910. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  V.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m. 
Senator  George  P.  McLean  presiding. 

Present:  Senators  McLean  (chairman),  Page,  Gronna,  Calder,  and 
Keyes. 

The  Chairman.  You  may  proceed,  Mr.  Jones. 

STATEMENT  OF  ME.  A.  E.  JONES,  OF  UlTIOlfTOWtf,  PA. 

Mr.  Jones.  My  name  is  A.  E.  Jones.  I  am  an  attorney  at  law  of 
Uniontown.  I  am  a  member  of  the  bar  of  all  our  State  courts  and 
the  District  Court  of  the  United  States  for  the  Western  District  of 
Pennsylvania,  having  practiced  my  profession  for  20  years,  and  ap- 
pear here  to-day  for  some  stockholders  of  the  First  National  Bank 
of  Uniontown,  ra. 

The  First  National  Bank  is  one  of  the  oldest  banking  institutions 
of  our  county,  and  for  years  prior  to  the  date  it  was  closed  by  the 
comptroller,  January  19,  1915,  was  the  first  on  the  honor  roll  of  the 
national  banks  of  our  country.  Its  capital  stock,  surplus,  and  un- 
divided profits  amounted  to  about  $1,100,000,  and  its  deposits  were 
more  than  $1,400,000.  Since  the  bank  was  closed  every  depositor 
has  been  paid  in  full,  with  interest,  and  there  are  assets  remaining, 
as  liberally  estimated  by  the  receiver,  of  over  $800,000,  and  con- 
servatively estimated  by  him  of  over  $650,000. 

J.  V.  Thompson  was  president  of  the  bank  and  a  member  of  the 
board  of  directors  for  years.  Sherrill  Smith  was  the  temporary  re- 
ceiver, and  John  H.  Strawn  is  the  permanent  receiver. 

I  wish  to  submit  to  the  consideration  of  this  committee  the  fol- 
lowing facts  as  bearing  upon  the  fitness  of  Mr.  Williams  for  reap- 
pointment as  comptroller  and  for  his  confirmation. 

Preliminarily,  I  wish  to  say  that  I  attended  the  sessions  of  your 
committee  on  the  8th  and  9th  of  this  month,  on  my  own  motion,  in 
the  interest  of  my  clients.  I  have  been  trying  for  the  last  eight 
months  to  get  some  information  as  to  when  the  meeting  of  share- 
holders of  said  bank  would  be  called  to  elect  a  liquidating  agent, 
have  the  amount  of  the  bond  of  the  agent  determined,  and  get  some 
definite  information  as  to  the  assets  of  the  bank  in  the  hands  of  the 
receiver.  During  those  eight  months  I  was  able  to  get  absolutely 
nothing  done. 

Learning  of  the  meeting  of  this  committee  to  take  testimony  as 
to  the  fitness  of  Mr.  John  Skelton  Williams,  the  comptroller,  for 
confirmation,  I  came  to  Washington  in  the  interest  oi  the  stock- 
holders, in  order  to  see  if  something  might  not  be  done  to  get  action 
by  the  comptroller  in  matters  that  greatly  concerned  them.  I  at- 
tended the  sessions  of  your  committee  on  those  two  days,  arrived 
home  on  the  morning  of  the  10th,  and  found  a  letter  on  my  desk 
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from  Mr.  Buchanan,  of  the  comptroller's  office,  as  the  head  of  the 
department,  I  believe,  of  insolvent  banks,  stating  that  the  amount 
of  the  bond  of  the  shareholders'  agent  had  been  determined,  and 
that  a  meeting  of  the  stockholders  would  be  held  on  a  date  men- 
tioned. 

A  Pittsburgh  morning  newspaper  in  yesterday's  issue  had  an  article 
on  the  hearing  of  the  committee,  and  in  that  article  it  was  stated  that 
I  was  to  appear  as  a  witness  for  stockholders.  Since  Mr.  J.  V. 
Thompson  is  under  indictment  in  the  United  States  court,  but  not 
tried,  Ibis  friends  importuned  me  not  to  mention  any  matter  which 
might  involve  the  relationship  of  Mr.  Thompson  to  the  comptroller, 
and  for  that  reason  I  limit  the  matters  in  inquirv  directly  to  those 
things  which  directly  concern  the  shareholders.  I  leave  out  all  mat- 
ters that  led  up  to  the  closing  of  the  bank,  though  those  matters 
concern  the  stockholders,  because  they  involve  Mr.  Thompson 
personally. 

The  Chairman.  What  relationship  had  Mr.  Thompson  to  the  bank  ? 

Mr.  Jones.  Mr.  Thompson  was  president  of  the  bank  and  a  member 
of  its  board  of  directors. 

Senator  Page.  Would  there  be  any  objection  to  your  stating,  just 
in  a  word,  something  about  Mr.  Thompson,  so  that  we  will  have  it 
before  us  ? 

Mr.  Jones.  Mr.  Thompson  has  been  called  the  coal  king.  He 
invested  in  virgin  coal  lands  to  the  extent  of  some  140,000  acres. 
He  associated  with  him  many  other  men  and  women  of  our  locality 
in  the  investment  in  virgin  coal  lands,  and  became  a  very  heavily 
involved  on  that  account,  and  in  doing  that  he  borrowed,  directly  and 
indirectly,  a  great  deal  of  money  from  this  First  National  Bank.  He 
is  now  in  the  Dankruptcy  court,  and, the  First  National  Bank  has  been 
in  the  hands  of  the  receiver  since  January  19,  1915. 

Senator  Page.  And  are  the  misfortunes  of  that  bank  supposed  to 
be  directly  traceable  to  Mr.  Thompson  ? 

Mr.  Jones.  I  presume  that  may  be  conceded.  That  is  the  general 
impression. 

Senator  Page.  And  he  is  now  under  indictment  ? 

Mr.  Jones.  And  he  is  now  under  indictment  in  the  United  States 
court  and  untried,  and  I  do  not  care  to  say  anything  that  involves  him. 

Senator  Page.  That  is  sufficient.  I  wanted  to  know  just  a  little 
more  about  the  case  than  I  did  from  your  first  statement. 

Mr.  Jones.  First,  among  the  assests  of  the  First  National  Bank  of 
Union  town,  there  was  an  11-story  bank  building,  carried  as  an  asset 
at  the  amount  of  $976,000  or  $996,000  at  the  time  the  bank  was 
closed.  That  bank  building  was  sold  by  the  receiver,  after  proceed- 
ing in  the  United  States  court,  for  $700,000,  and  so  far  as  I  am  able 
to  get  the  data  the  sale  of  that  bank  furnished  sufficient  proceeds 

f>ractically  to  pay  all  of  the  depositors  and  creditors  of  the  bank  in 
ull  with  interest. 

Senator  Page.  Was  there  any  justification  for  such  a  large  invest- 
ment on  the  part  of  so  small  a  bank — that  is,  an  investment  in  an 
office  banking  building  ? 

Mr.  Jones.  I  am  not  prepared  to  answer  that  question,  because  the 
bank  building,  in  the  community,  was  reputed  to  be  paying  anywhere 
from  3  to  6  per  cent  on  rental  values.  The  rents  have  since  been 
increased  probably  a  half,  or  may  be  two-thirds. 
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Before  that  bank  building  was  sold  a  public  meeting  was  called  to 
consider  the  advisability  of  its  sale,  ana  there  were  invited  to  that 
meeting  the  stockholders,  creditors  of  the  bank,  depositors  and 
creditors  of  Mr.  Thompson,  and  a  resolution  was  passed  to  the  effect 
that  it  was  ill  advised  to  sell  that  building  at  that  time,  under  all  the 
circumstances,  and  the  substance  of  that  resolution  was  telegraphed 
by  me  to  Mr.  Williams. 

This  building  was  appraised  by  a  competent  engineer  just,  before 
the  time  of  its  sale,  as  1  was  advised  by  one  man,  at  $1,820,000,  and 
later  by  an  individual  who  is  an  officer  In  the  banking  institution  that 
now  owns  it.  at  one  million  eight  hundred  and  seventy  thousand  and 
some  odd  dollars. 

In  the  fall  of  1914  Mr.  Thompson  deposited  with  the  Comptroller 
of  the  Currency  3,000  shares  of  the  Liberty  Coal  Co.  and  7,000  shares 
of  the  Wetzel  fcoal  &  Coke  Co.  for  purposes,  as  stated  in  his  bill  filed 
in  the  District  Court  of  the  United  States  for  the  Western  District 
of  Pennsylvania,  first,  of  securing  payment  on  all  indebtedness  of 
said  Thompson  to  the  First  National  Bank  of  Union  town,  Pa.* 
second,  of  securing  and  protecting  all  depositors  of  said  First  National 
Bank  of  Union  town,  Pa.,  from  loss;  and,  third,  to  secure  the  payment 
of  the  notes  of  the  said  Thompson  held  by  other  national  banks. 

At  the  time  of  the  sale  of  the  First  National  Bank  building  these 
10.000  shares  of  stock  were  undisposed  of.  In  the  same  bill,  filed  in 
the  said  court  by  the  comptroller,  at  No.  192,  May  term,  1918,  it  is 
alleged  that  there  was  an  agreement  between  the  comptroller  and 
Mr.  Thompson  that  those  10,000  shares  of  stock  might  be  redeemed 
within  a  period  of  time  mentioned  therein  at  $750,000. 

Senator  Page.  Let  me  interject  this  suggestion  here:  What  do  you 
tell  me  the  deposits  of  that  bank  were  at  that  time  ? 

Mr.  Jones.  About  $1,400,000,  as  I  remember,  generally. 

Senator  Page.  And  the  capital  and  surplus? 

Mr.  Jones.  About  $1,100,000. 

Senator  Page.  And  still  they  had  one  asset  that  you  say  was 
appraised  at  $1,800,000? 

Mr.  Jones.  That  was  appraised  at  $1,800,000. 

Senator  Page.  As  I  understand  it,  the  purpose  of  these  remarl  s 
on  your  part  is  to  sustain  the  suggestion  that  the  comptroller  has 
acted  unwisely  ? 

Mr.  Jones.  Yes,  sir,  and  unfairly,  in  the  handling  of  the  assets  of 
this  bank. 

Senator  Page.  Can  you  tell  me,  in  a  moment,  what  justification 
as  a  banker,  any  banker  would  have  for  putting  these  amounts  of 
assets  into  so  small  an  institution,  and  is  not  the  comptroller  right, 
so  far  as  can  be  seen  here,  in  criticizing  the  conduct  or  the  banl.  ? 

Mr.  Jones.  He  might  have  been  justified  in  criticizing  the  policy 
of  the  bank;  he  might  have  been  justified  in  demanding  of  the 
bank  that  it  change  the  character  of  its  assets.  But  when  the 
bank  was  closed,  the  question  now  is,  has  he  handled  the  affairs  of 
the  bank,  and  has  he  managed  the  assets  of  the  bank,  so  as  to  y  ro- 
tect  the  creditors  of  the  bank,  depositors,  and  the  stockholders,  as 
I  understand  it  is  his  duty  to  do. 

Senator  Page.  And  ttte  bank  was  closed  uj  on  the  initiatne  of 
Mr.  Williams  ? 

Mr.  Jones.  I  am  not  advised  as  to  that  further  than  this,  the 
bank  did  not  open  its  doors  on  Monday  morning.     Whether  or  not 
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Mr.  Williams  had  so  directed,  whether  or  not  a  receiver  was  there 
in  chaise  at  9  o'clock  to  prevent  the  opening  of  the  doors,  I  am  not 
advised^ 

It  will  be  observed  that  this  collateral  stock  was  hypothecated 
with  the  comptroller  for  three  purposes: 

First,  to  guarantee  all  debts  of  Mr.  Thompson  to  the  bank; 

Second,  to  secure  all  depositors; 

And  third,  any  surplus  to  be  applied  to  the  payment  of  any  notes 
of  Mr.  Thompson  in  other  national  banks. 

At  the  time,  as- 1  said,  that  the  bank  building  was  sold,  this  stock 
was  undisposed  of.  At  the  time  Mr.  Williams  instituted  the  said 
suit  in  equity  at  No.  192,  May  term,  1918,  in  the  District  Court  of 
the  United  States  for  the  Western  District  of  Pennsylvania,  by  his 
bill,  a  copy  of  which  I  submit  in  evidence,  it  appears  that  that  bill 
must  have  been  filed  some  time  prior  to  March  21,  1918,  the  bank 
building  having  been  sold  on  February  23,  1918. 

Senator  Page.  Under  the  laws  of  Pennsylvania,  bv  what  right 
did  Mr.  Williams  appear  ?    That  is  not  a  national  bant  ? 

Mr.  Jones.  Yes,  sir. 

Senator  Page.  It  is  a  national  bank  ? 

Mr.  Jones.  Oh,  yes;  the  First  National  Bank  of  Uniontown. 

Senator  Page.  I  beg  pardon.  I  thought  it  was  the  Union  Savings 
&  Trust  Co. 

Mr.  Jones.  Xo.  The  trust  company  is  now  the  owner  of  the 
bank  building. 

The  contention  as  between  the  stockholders  and  Mr.  Williams 
with  reference  to  this  matter  is  based  upon  the  construction  of  the 
agreement  by  which  this  stock  was  hypothecated.  I  do  not  have 
a  copy  of  tlie  agreement,  and  I  ask  permission  to  submit  it  later, 
if  I  am  able  to  obtain  it.  I  understand  that  the  papers  in  this 
equity  case  are  now  in  the  hands  of  the  district  court  on  appeal, 
and  t  have  not  been  able  to  get  access  to  them  for  the  purpose  of 
making  copies  of  such  papers  in  that  proceeding  as  I  would  like  later 
to  submit  to  the  committee. 

The  Chairman.  You  will  have  that  opportunity. 

Mr.  Jones.  In  reference  to  the  agreement  between  the  comptroller 
and  Mr.  Thompson  bv  which  this  and  other  stocks,  the  property  of 
Mr.  Thompson,  were  Hypothecated,  I  want  to  submit  copies  of  some 
letters  which  I  was  able  to  obtain  at  the  time  I  attempted  to  inter- 
vene in  the  said  cauity  case  on  the  part  of  the  stockholders.  And  in 
that  connection  I  first  offer  the  letter  of  October  30,  1914,  of  William 
F.  McCombs,  of  the  law  firm  of  McCombs,  Ryan  &  Gordon,  of  New 
York  City.  That  may  not  have  been  the  style  of  the  firm  at  the 
time  the  letter  dated  October  30,  1914,  was  "written,  but  it  is  the 
same  McCombs.  This  is  a  letter  addressed  by  Mr.  McCombs  to 
Hon.  J.  P.  Kane,  Deputy  Comptroller  of  the  Currency,  Washington, 
D.  C,  and  is  as  follows: 

October  30,  1914. 
Hon.  J.  P.  Kane, 

Deputy  Comptroller  of  the  Currency, 

Treasury  Department,  Washington,  D.  C. 

My  Dear  Mr.  Kane:  Mr.  J.  V.  Thompson  has  turned  over  to  me  your  letter  to 
him  "of  October  23,  1914.  You  state  in  that  letter  that  "all  of  the  notes  covered  by 
your  trust  deed,  whether  indorsed  by  you  or  otherwise,  must  be  paid  to  the  bank 
without  further  delay,     *    *    *."    Mr.  Thompson  is  of  the  opinion  that  the  agree- 
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ment  under  which  the  trust  deed  was  given  provides  that  he  is  to  pay  the  outstand- 
ing notes  or  be  relieved  of  his  indorsement  on  them.  He  tells  me  that  all  of  the  notes 
on  which  he  is  liable  have  been  paid  with  the  exception  of  eight  or  ten  thousand  dol- 
lars not  yet  due.  On  all  notes  not  already  paid  or  not  in  the  class  mentioned  as  not 
yet  due  he  has  been  relieved  of  his  indorsement.  I  advised  Mr.  Thompson  that  it 
could  not  be  your  intention  to  insist  that  he  make  payment  of  notes  on  wnich  he  was 
not  liable;  that  is,  notes  on  which  he  has  been  wholly  relieved  as  indorser.  I  assume 
the  clause  ''indorsed  by  you  or  otherwise, "  which  I  have  underscored  above,  was  not 
intended  to  include  notes  with  which  Mr.  Thompson  is  no  longer  concerned.  If  I 
am  in  error  as  to  the  meaning  of  the  clause  in  question  will  you  not  kindly  advise  me 
promptly  of  the  facts  in  the  matter  so  that  I  may  inform  Mr.  Thompson  of  what  action 
he  must  take  in  the  premises. 
Very  truly,  yours, 

Wm.  F.  McOombs. 

In  connection  with  that  correspondence  I  want  to  read  into  the 
record  the  clauses  of  the  trust  deed  that  was  given  by  Mr.  Thompson 
to  John  S.  Wendt,  I  believe,  attorney  for  the  comptroller,  hypothecat- 
ing or  putting:  up  as  security  certain  coal  lands  m  West  Virginia,  to 
insure  the  liability  of  Mr.  Thompson  to  the  bank.  This  trust  deed 
was  made  for  the  purposes: 

First.  To  the  obligations  of  said  Josiah  V.  Thompson  for  which  he  is  directly  liable 
to  the  First  National  Bank  of  Uniontown,  Pa. 

Second .  To  the  obligations  of  the  said  Josiah  V.  Thompson  for  which  he  is  indirectly 
or  secondarily  liable  to  the  First  National  Bank  of  Uniontown,  Fa. 

I  now  submit  the  letter  of  Sherrill  Smith,  temporary  receiver  of  the 
First  National  Bank  of  Uniontown,  addressed  to  Thomas  R.  Ryan, 
Esq.,  of  the  same  law  firm,  of  New  York  City,  as  follows: 

Frick  Building  Annex, 
Pittsburgh,  March  1,  1915. 
Thomas  R.  Ryan,  Esq., 

Care  of  Messrs.  Gordon,  Ryan  &  McCombs,  New  York.  N.  Y. 

Dear  Sir:  As  vou  may  know,  I  am  receiver  of  the  First  National  Bank  of  Union- 
town,  of  which  Mr.  J.  V.  Thompson  was  president.  I  am  informed,  as  I  wrote  you 
recently,  that  some  time  prior  to  the  failure  of  that  bank  Mr.  J.  V.  Thompson  as- 
^izned  and  transferred  to  you  certain  securities  in  trust,  substantially  as  follows: 

First.  To  secure  the  payment  of  his  (Thompson's)  direct  and  indirect  indebtedness 
t»  the  First  National  Bank  of  Uniontown. 

Second.  To  indemnify  or  protect  the  depositors  of  the  First  National  Bank  of 
Uniontown  from  loss  bv  reason  of  the  insolvency  or  inability  of  the  bank  to  pay  them. 

The  Comptroller  of  the  Currency  has  authorized  me  to  set  from  you  full  information 
a*  to  the  securities  here  pledged  and  the  terms  and  provisions  of  the  agreement  under 
winch  they  were  pledged.  The  information  which  I  have  was  received  from  Mr.  J.  V . 
Thompson. 

This  letter  will  be  presented  to  you  by  John  S.  Wendt,  Esq.,  of  Pittsburgh,  Pa.f 
mv  attorney,  who  is  authorized  to  take  the  matter  up  with  you  and  procure  such 
information  as  he  may  deem  necessary  for  the  protection  of  my  interests  as  receiver. 
Very  truly,  yours, 

Sherrill  Smith, 
Receiver  of  the  First  Natiojial  Bank  of  Uniontown. 

I  now  submit  the  letter  of  John  S.  Wendt,  dated  March  4,  1915, 

as  follows: 

Frick  Building  Annex, 

Pittsburgh,  March  4,  1015. 
Frederick  11.  Ryan,  Esq., 

96  Broadway,  New  York,  N.   Y. 

Dear  Sra:  In  order  that  you  mav  have  before  you  a  memoranda  of  the  information 
I  desire  in  relation  to  the  pledge  of  certain  stock  to  you  bv  J.  V.  Thompson, which  you 
premised  to  give  me,  I  have  to  say  that  I  would  like  to  have  your  statement  of  facts 
include  the  following  information: 

i'j  •  What  demand,  if  any,  was  made  by  the  Comptroller  of  the  Currency  for  security 
fmm  J.  V.  Thompson,  and  how  and  when  the  demand  was  made,  and,  if  oral,  to  whom 
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it  was  made  and  who  was  present,  and,  if  in  writing,  a  copy  of  the  letters  of  the  comp- 
troller relating  to  the  matter. 

(6)  When  the  stock  certificates  were  delivered  to  you  and  by  whom,  what  was 
stated  to  you  at  the  time  of  delivery,  and,  if  the  delivery  was  accompanied  by  any 
letter,  a  copy  of  the  letter. 

(c)  Whether  you  issued  any  receipt  for  the  stock  certificates  or  wrote  any  letter 
acknowledging  the  receipt  thereof,  and,  if  so,  copies  of  said  receipt  or  letter. 

{d)  Copies  of  any  letters  written  by  you  to  the  Comptroller  of  tne  Currency  and  his 
replies  relating  to 'this  matter. 
Very  truly,  yours, 

John  S.  Wendt. 

I  will  now  submit  a  letter  of  Mr.  Thompson,  dated  Uniontown, 

March  18,  1915,  as  follows: 

First  National  Bank  of  Uniontown, 

.    Uniontown,  Pa.,  March  18,  1915. 
Frederick  R.  Ryan.  Esq., 

New  York,  N.  Y.  » 

My  Dear  Mr.  Ryan:  Mr.  Sherrill  Smith,  receiver,  came  out  to  see  me  this  evening 
and  asked  me  to  write  him  a  statement  for  what  purposes  the  certificates  were  de- 
posited, which  I  have  done  and  inclose  you  a  copy  of  the  letter  I  have  written,  which 
is  practically  in  accord  with  the  letter  Mr.  McCombs  wrote  to  Mr.  Williams.  Please 
have  the  agreement  drawn  to  protect  me,  naming  some  definite  time  or  conditions 
for  the  termination  of  the  escrow  agreement. 

I  am  arranging  to  go  to  New  York  next  week  and  hope  to  see  you  there  about  the 
middle  of  the  week. 

Yours,  very  truly, 

J.  V.  Thompson. 

And  of  the  same  date  I  submit  a  letter  of  Mr.  Thompson  as 
follows: 

Oak  Hill, 
Uniontown,  Pa.,  March  18 \  1915. 
Sherrill  Smith,  Esq., 

Receiver,  First  National  Bank,  Uniontown,  Pa. 

My  Dear  Sir:  Answering  your  question  in  regard  to  the  certification  for  10.000 
acres  of  coal  lands  which  I  left  with  Mr.  Frederick  R.  Ryan,  of  New  York,  for  deposit 
with  the  Comptroller  of  the  Currency,  in  accordance  with  arrangements  made  with 
said  comptroller  at  a  former  conference  between  him,  Mr.  Ryan,  and  myself,  would 
state  that  they  were  to  be  deposited — 

First.  To  secure  the  payment  of  any  and  all  indebtedness  to  said  bank  on  which  1 
was  in  any  way  liable  (which,  of  course,  would  inure  to  the  benefit  of  the  depositors  t. 

Second.  To  secure  from  loss,  equally  and  ratably,  all  depositors  of  the  First  Xatioual 
Bank,  Uniontown,  Pa. 

Third.  As  a  protection  and  security  to  all  national  banks  who  may  have  discounted 
and  owned  any  note  or  notes  of  mine. 

Fourth.  Proper  agreement  covering  the  terms  of  this  collateral  deposit,  to  be  fur- 
nished to  me  on  delivery  of  same. 
Yours,  very  truly, 

I  do  not  have  the  form  in  which  the  letter  was  signed. 
I  now  submit  a  letter  of  John  S.  Wendt,  attorney,  dated  April  1, 
1915,  as  follows: 

Frick  Building  Annex, 

Pittsburgh,  April  1,  1915. 
Messrs.  McCombs.  Ryan*  &  Gordon, 

90  Broadway,  New  York,  N.  Y. 

Gentlemen:  Replying:  to  the  letter  of  Frederick  R.  Rvan,  Esq.,  of  the  31st  ultimo 
respecting  the  form  of  the  agreement  of  deposit  of  the  3,000  shares  of  the  capital  stock  of 
the  Liberty  Coal  Co.  and  7,000  shares  of  the  capital  stock  of  the  Wetzel  Coal  &  Coke 
Co.  which  were  delivered  to  Mr.  Ryan  by  J.  V.  Thompson  on  October  29, 1914,  in  trust 
( I )  to  secure  payment  of  all  indebtedness  of  Thompson  to  the  First  National  Bank  of 
Uniontown  and  to  secure  and  protect  all  depositors  of  said  First  National  Bank  of 
Uniontown  from  loss  and  (2j  to  secure  payment  of  notes  of  Thompson  held  by  other 
national  banks,  I  have  to  say  that  I  herewith  inclose  a  memorandum  embodying  the 
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terms  of  the  pledge  or  deposit  in  which,  after  consulting  Receiver  Smith, I  have  incor- 
porated the  suggestion  made  in  Mr.  Ryan's  letter  as  to  the  time  to  be  allowed  Mr. 
Thompson  to  readjust  his  affairs.  Please  advise  me  if  {his  form  of  agreement  is 
satisfactory. 

In  submitting  this  form  of  agreement,  please  understand  that  it  is  done  without- 
prejudice  to  the  claim  of  the  receiver  of  the  First  National  Bank  of  Union  town,  that 
you  already  hold  this  stock  under  a  valid,  legal,  and  enforceable  pledge  or  trust  for 
the  purposes  set  forth  in  the  inclosed  agreement.  We  are  willing,  however,  and 
think  it  advisable,  that  a  written  agreement  be  entered  into,  and  are  willing  to  con- 
sent to  the  insertion  of  the  term  suggested  by  you,  because  we  believe  it  is  such  as 
was  reasonably  implied  in  the  agreement  made  between  Thompson  and  the  comp- 
troller under  which  this  stock  was  delivered  to  you. 
Very  truly,  yours, 

John  S.  Wbndt,  Attorney 
For  Sherrill  Smith,  Receiver. 

After  the  bank  building  had  been  sold  and  the  funds  realized  with 
which  to  pay  all  creditors  of  the  bank,  as  I  stated  a  minute  ago,  the 
stock  still  being  in  the  hands  of  the  comptroller,  the  comptroller 
filed  the  said  equity  suit,  naming  John  H.  Strawn  receiver  of  the 
First  National  Bank  of  Union  town,  Pa.,  as  one  of  the  defendants, 
and  did  not  name  the  stockholders  other  than  the  trustees  of  Mr* 
Thompson.  At  the  suggestion  of  all  of  the  stockholders,  with  the 
exception,  possibly  of  two — and  as  to  one  of  them  I  was  authorized  by 
the  attorney  of  the  stockholder,  who  was  not  then  in  the  city,  being 
in  the  South  for  the  winter — a  petition  was  presented  by  me  and  my 
associate  counsel  to  the  United  States  district  court  to  intervene  in 
that  equity  case  in  order  that  their  rights  to  the  proceeds  of  the  sale 
of  this  stock  might  be  protected.  Permit  me  here  to  call  the  com- 
mittee's attention  to  the  prayer  of  the  comptroller's  bill  filed  in  said 
equity  cause,  as  found  on  page  12  of  the  bill: 

First.  That  your  honorable  court  will  adjudge  and  decree  that  your  orator  holds 
the  corporate  stocks  above  mentioned  as  pledgee  in  trust,  for  the  purposes,  first,  of 
securing  payment  of  all  indebtedness  of  said  J.  V.  Thompson  to  the  First  National 
Bank  of  Union  town,  Pa. 

Second.  Of  securing  and  protecting  all  depositors  of  said  First  National  Bank  of 
Uniontown,  Pa.,  from  loss. 

Third.  To  secure  the  payment  of  notes  of  said  Thompson  held  by  other  national 
banks. 

The  independent  stockholders,  knowing  the  position  of  Mr.  Strawn. 
with  reference  to  the  fact  that  this  stock  had  been  hypothecated  to 
insure  the  payment  only  of  Mr.  Thompson's  direct  indebtedness  to 
the  bank,  which  amounted  to  $199,694.77,  and  his  indirect  indebted- 
ness, amounting  to  $897,756.54,  desired  to  intervene  in  order  that, 
they  might  be  parties  defendant  and  entitled  to  be  heard  with  refer- 
ence to  the  construction  of  this  agreement  and  the  making  of  a  decree 
embracing  the  first  prayer  of  the  comptroller's  bill. 

John  S.  Wendt,  attorney  for  the  comptroller,  appeared  before 
Judge  Orr,  of  the  United  States  District  Court  for  the  W estern  District 
of  Pennsylvania,  and  opposed  the  prayer  of  the  petition  I  presented 
on  behali  of  the  shareholders  to  intervene,  and  succeeded  m  having 
the  court  rule  that  because  Mr.  Strawn  was  the  receiver  of  the  bank, 
a  defendant,  and  was  in  law  representing  the  shareholders  as  well  as 
creditors  of  the  bank,  they  were  already  parties  to  the  suit,  and  would 
not  be  permitted  to  intervene  and  be  heard. 

With  reference  to  Mr.  Strawn's  attitude  toward  the  construction 
of  this  agreement,  and  as  indicating  the  purpose  of  the  comptroller 
in  filing  the  bill  to  sell  and  have  distributed  the  proceeds  of  that  stock 
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after  the  sale  of  the  bank  building,  and  having  in  hand  ample  funds 
as  I  am  informed,  to  pay  depositors  and  creditors  of  the  bank,  I  now 
quote  from  a  letter  of  Mr.  A.  A.  Thompson,  son  of  J.  V.  Thompson,  to 
his  father  in  reference  to  this  matter,  a  sentence  which  I  was  able  to 
get  at  the  time,  as  I  said,  I  was  gathering  the  data  with  reference  to 
the  rights  of  these  stockholders  in  this  hypothecated  stock.  From 
that  letter  I  quote  the  following  language  m  reference  to  Mr.  Strawn: 

Mr.  Strawn  claims  now  that  he  can  only  apply  this  money  'agreed  value  if  re- 
deemed $750,000)  to  the  obligations  in  the  bank  which  show  on  the  face  of  them  that 
they  are  legally  youre  [Mr.  Thompson's]. 

All  of  this,  after  the  Thompson  letter  to  Sherrill  Smith,  the  cor- 
respondence between  McCombs  and  Ryan  of  the  comptroller's  office, 
and  the  verbal  agreement  with  the  comptroller  at  the  time  the  stock 
was  hypothecated,  and  the  drawing  up  of  the  written  agreement  in 
which  tne  indebtedness  of  Mr.  Thompson  to  the  First  National  Bank 
was  defined  as  all. 

The  Chairman.  Mr.  Jones,  you  are  laying  the  foundation,  I  sup- 
pose, for  a  conclusion? 

Mr.  Jones.  Yes. 

The  Chairman.  Do  you  mind  stating  to  the  committee  now  what 
you  intend  to  show  ?  It  may  assist  us,  perhaps,  in  following  your 
testimony. 

Mr.  Jones.  Of  course,  I  am  going  to  submit  in  the  end  the  follow- 
ing summary.  In  order  that  you  may  see  the  pertinency  of  my 
comments  as  I  go  along,  I  will  state  it  now. 

Had  this  hypothecated  stock  been  redeemed  at  the  agreed  price, 
$750,000,  or  had  it  been  sold  for  that  amount,  there  woula  have  been 
realized  by  the  comptroller  $50,000  more  than  the  bank  building 
sold  for. 

Had  the  stock  been  sold  instead  of  the  bank  building,  and  $50,000 
more  applied  to  Mr.  Thompson's  direct  and  indirect  indebtedness  to 
the  bank,  the  assets  of  the  Dank  to-day  would  be  $50,000  larger  than 
they  are,  and  the  stockholders  would  still  have  their  bank  building, 
appraised,  at  the  time  of  the  sale,  at  $1,820,000. 

With  reference  to  that  the  point  is  this,  that  the  comptroller  began 
at  the  wrong  end  of  the  administration  of  the  assets  of  the  bank  with 
reference  to  the  disposition  of  the  assets  of  the  bank  concerning  the 
sale  of  the  building  and  the  disposition  of  this  stock. 

In  addition  to  the  loss  of  the  building  as  an  asset  of  the  bank,  the 
stockholders  have  lost  as  assets  interest  on  the  deposits,  amounting 
to  over  $240,000.  The  stockholders  have  lost  dividends  for  the  last 
four  years,  which,  at  the  modest  rate  of  10  per  cent,  amounts  to 
$440,000.  This  bank  has  been  paying  dividends  at  the  rate  of  22 
per  cent  for  the  last  15  years  or  more. 

A  sale  of  the  stock  of  this  bank  having  been  made  about  a  year 
and  a  half  before  it  was  closed,  indicated  that  the  market  value  was 
$1,800  per  share.  The  loss  to  the  stockholders  has  been  at  least, 
on  the  market  value,  $300  per  share,  or  $300,000.  Estimating  the 
loss  on  the  sale  of  the  bank  building  at  $1,500,000;  $240,000  as  interest 
on  deposits;  $440,000  as  dividends;  $300,000  on  market  value  of  the 
stock;  and  $100,000  estimated  expenses  of  administration — we  have 
no  data  on  which  to  base  that  estimate — it  amounts  in  all  to  $2,- 
780,000  loss  to  the  stockholders,  and  still  there  are  assets  of  this 
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bank,  as  I  am  informed  the  estimate  of  the  receiver  in  the  hands  of 
the  comptroller's  department  shows,  of  more  than  $650,000,  and 
every  depositor  paid  his  deposits  in  full.  And,  so  far  as  I  can  get 
any  information,  not  a  dollar  of  Mr.  Thompson's  direct  indebtedness 
has  been  paid  to  the  bank,  and  as  to  the  amount  of  his  indirect  in- 
debtedness that  has  been  paid  I  am  unable  to  get  any  definite  infor- 
mation. There  have  been  no  reports  on  the  part  of  the  receiver  or 
comptroller,  so  far  as  I  have  any  information.  The  only  information 
I  was  able  to  get  was  what  I  came  to  Washington  for  personally  last 
November. 

The  Chairman.  Who  was  responsible  for  the  appointment  of  this 
receiver? 

Mr.  Jones.  My  understanding  of  the  law  as  to  this  is  that  Mr. 
Williams  is  wholly  responsible  for  the  appointment  of  Mr.  Strawn  as 
receiver  of  this  bank. 

Senator  Keyes.  May  I  ask  about  the  stock  that  was  hypothecated, 
which  I  understand  you  say  was  worth  $750,000  ? 

Mr.  Jones.  That  was  the  agreed  price  for  redemption. 

Senator  Keyes.  That  was  a  stock  that  was  marketable.  There 
was  a  demand  for  it,  and  it  could  have  been  disposed  of  ? 

Mr.  Jones.  There  was  not,  probably,  much  demand  for  that  stock 
at  that  time,  any  more  than  there  was  for  Mr.  Thompson's  coal 
land.  This  stock  was  represented  by  coal  lands,  an  acre  of  coal 
corresponding  to  a  share  of  stock.  But  the  price  agreed  upon  be- 
tween Mr.  Thompson  and  Mr.  Williams  was  $750,000. 

The  Chairman.  Now  you  may  proceed,  Mr.  Jones. 

Mr.  Jones.  I  do  not  faiow,  Mr.  Chairman,  that  I  would  care  to  go 
into  the  details.  I  covered  these  three  points  that  I  wanted  to 
mention,  the  sale  of  the  bank  building,  the  hypothecation  of  this 
stock,  and  the  effort  of  the  Comptroller  to  sell  that  stock,  after,  so 
far  as  we  have  information,  there  was  sufficient  cash  in  hand  to  pay 
all  depositors,  with  interest.  At  least  this  stock  has  not  yet  been 
sold,  and  all  depositors  have  been  paid  in  cash,  principal  and  interest. 

The  position  of  the  shareholders  in  this,  tnat  the  Comptroller  of 
the  Currency,  John  Skelton  Williams,  and  his  receiver,  Mr.  Strawn, 
deliberately  attempted  to  limit  the  construction  of  that  agreement 
so  as  to  arrive  at  the  conclusion  that  the  hypothecated  stock  was  to 
insure  only  Mr.  Thompson's  direct  indebtedness,  which  amounts  to 
one  hundred  and  ninety-nine  and  some  thousand  dollars,  but  not 
his  indirect  indebtedness,  which  amounts  to  practically  $900,000, 
and  that  the  sale  of  the  bank  building  was  made  at  the  time  it  was 
in  order  to  eliminate  the  second  purpose  for  which  this  stock  was 
hypothecated,  as  expressed  in  the  agreement  between  Mr.  Thompson 
and  Mr.  Williams,  by  which  the  stock  was  actually  delivered  to  Mr. 
Williams.  It  appears  already  that  the  stock  was  delivered,  first,  to 
Mr.  Ryan,  of  the  law  firm  of  McCombs,  Ryan  &  Gordon,  of  New 
York  City;  and  I  now  offer  in  evidence  the  petition  in  the  court  of 
common  pleas  of  Fayette  County,  Uniontown,  Pa.,  at  No.  744  in 
Equity,  by  which  it  was  agreed  by  all  parties  in  interest,  and  au- 
thorized by  the  court,  to  be  turned  over  personally  to  Mr.  Williams. 
I  want  to  put  that  in  evidence  to  show  that  Mr.  Williams  has  actual 
possession  of  this  stock. 
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Mr.  Joxes.  I  do  not  know  that  he  ever  was  prior  to  the  time  he 
was  appointed  receiver  of  the  bank  at  Waynesbuig.  Whether  he 
was  a  bank  examiner  or  not  I  do  not  know. 

The  Chairman.  Have  ydu  taken  an  appeal  from  the  decision  of  the 
court  in  declining  to  let  you  intervene  ? 

Mr.  Jones.  I  do  not  believe  I  could.  I  think  that  would  be  merely 
an  interlocutory  decree.  There  is  no  question,  Mr.  Chairman,  so  far 
as  the  legal  proposition  is  concerned.  Judge  Orr  said  to  me  at  the 
time  of  the  presentation  of  this  petition  that  if  we  would  attack  the 
receiver  of  the  bank  and  show  any  unfairness  or  dishonesty  on  his 
part,  he  would  allow  us  to  intervene,  but  I  said  to  him  that  we  did 
not  choose  to  do  that.  I  said  "Mr.  Strawn  has  charge  of  the  bank 
and  we  do  not  choose  to  incur  his  enmity  in  attacking  nim." 

The  Chairman.  Why  not,  if  you  were  going  to  save  $2,000,000  ? 

Mr.  Jones.  The  bank  building  had  already  been  sold. 

The  Chairman.  It  was  too  late  ? 

Mr.  Jones.  It  was  too  late  as  far  as  the  bank  building  was  con- 
cerned ;  and  the  only  question  now  is  the  value  of  this  coal  stock  and 
whether  or  not  it  is  to  be  sold.  When  I  learned  that  an  appeal  was 
to  be  taken  in  the  case  I  made  specific  inquiry  as  to  that,  and  when  I 
learned  that  an  appeal  was  to  be  taken 

The  Chairman.  By  whom  ?    Make  that  clear. 

Mr.  Jones.  I  made  inquiry  of  the  attorney  for  the  trustees  of  Mr. 
Thompson,  and  they  are  parties  defendant  in  the  equity  case,  and 
being  advised  by  the  attorney  for  the  Thompson  trustees  that  an 
appeal  would  be  taken,  I  did  not  press  my  petition  to  intervene 
further,  because  I  expected  that  the  bank  would  be  out  of  the  hands 
of  the  reoeiver  before  that  appeal  would  be  decided. 

The  Chairman.  Was  the  appeal  taken,  and  was  it  decided  ? 

Mr.  Jones.  No,  sir;  the  appeal  is  still  pending. 

The  Chairman.  What  question  was  involved  in  the  appeal  ¥ 

Mr.  Jones.  I  am  not  advised.  As  I  said,  that  record  is  in  the 
hands  of  the  appellate  court  and  its  office  is  in  Philadelphia,  and 
that  is  one  reason  why  I  do  not  know. 

The  Chairman.  Can  you  get  the  committee  a  copy  of  that  letter  ? 

Mr.  Jones.  I  will.  That  is  one  reason  why  I  made  the  request 
of  the  committee  when  I  got  the  telegram  from  the  chairman  to  ap- 
pear here  this  morning  that  my  appearance  be  postponed  until  next 
Tuesday.  I  wanted  to  get  that  record.  I  intended  to  be  in  Pitts- 
burgh to-day  and  to  get  a  copy  of  the  docket  entries;  and  if  those 
papers  are  in  Philadelphia  I  will  have  to  go  to  Philadelphia  for  them. 

The  Chairman.  Can  you  get  for  the  committee  any  reliable  state- 
ment as  to  the  value  of  the  bank  building  by  disinterested  appraisers  i 

Mr.  Jones.  I  will  attempt  to  do  so. 

The  Chairman.  I  wish  you  would,  for  it  seems  to  me  that  is  im- 
portant, if  this  building  was  sacrificed,  and  if  this  receiver  was  ap- 
pointed by  the  comptroller. 

Mr.  Jones.  It  was  sacrificed  to  the  extent,  if  the  committee  please, 
that  it  was  sold  before  this  collateral  stock  was  sold.  To  that  ex- 
tent it  was  sacrificed. 

Senator  Walsh.  What  was  the  assessed  value  of  the  building  f 

Mr.  Jones.  For  taxable  purposes  i 

Senator  Walsh.  Yes. 

Mr.  Jones.  I  do  not  know. 
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Senator  Walsh.  That  would  help  us  some. 

The  Chairman.  Your  idea  is  that  the  stock  should  have  been  sold 
as  personal  property  ? 

Mr.  Jones.  That  is  the  idea,  yes;  that  this  collateral  stock  should 
have  been  sold  first,  because  it  is  to  pay,  first,  Mr.  Thompson's 
direct  indebtedness  in  any  event  and,  we  contend,  his  secondary 
liabilities,  and  then  it  was  to  insure  payment  of  all  depositors.  If 
the  depositors  are  paid  and  they  construe  this  agreement  to  mean 
only  Mr.  Thompson's  direct  indebtedness,  then  the  stockholders  of 
this  bank  will  get  only  about  $200,000,  maybe  $275,000 — there  is  a 
contention  there — out  of  the  proceeds  of  this  stock,  but  if  the  stock 
was  hypothecated  for  the  payment  of  Mr.  Thompson's  direct  in- 
debtedness, then  if  this  stock  sells  for  a  million  dollars  it  all  goes  to 
the  benefit  of  the  stockholders  and  other  parties  creditors  of  Mr. 
Thompson. 

The  Chairman.  Can  you  get  us  a  copy  of  that  agreement  ? 

Mr.  Jones.  It  is  in  the  record,  as  I  understand,  concerning  that 
stock.    That  is  a  record  in  the  hands  of  the  appellate  court. 

The  Chairman.  Has  the  legal  effect  of  that  contract  ever  been 
determined  by  the  court  ? 

Mr.  Jones.  I  will  have  to  get  a  copy  of  the  decree  in  this  equity 
case  to  determine  that. 

The  Chairman.  Then  I  think  we  had  better  postpone  this  hear- 
ing  

Senator  Walsh.  Was  this  called  to  Mr.  Williams's  attention  ? 

Mr.  Jones.  I  am  personally  responsible  for  calling  a  public  meeting 
remonstrating  against  the  sale  ot  the  bank  building.  At  that  meet- 
ing the  stockholders  were  invited  to  attend,  Mr.  Thompson's  creditors 
were  invited  to  attend,  the  depositors  and  all  parties  interested  were 
invited  to  attend,  and  a  resolution  was  passed  against  the  advis- 
ability of  the  sale  of  this  building. 

Senator  Walsh.  Was  that  sent  to  Washington  ? 

Mr.  Jones.  I  wired  Mr.  Williams  a  night  letter  containing  the 
substance  of  that  resolution. 

Senator  Walsh.  How  long  after  that  was  the  building  sold  ? 

Mr.  Jones.  The  building  was  sold  February  23,  1918. 

Senator  Walsh.  When  was  this  meeting  ? 

Mr.  Jones.  The  meeting  was  the  dav  before.  We  were  attempting 
to  negotiate  with  the  receiver  up  to  the  final  moment.  Efforts  were 
made,  as  I  recall,  in  Pittsburgh,  to  get  a  restraining  order,  and  I 
want  to  submit  the  record  of  that  proceeding  to  the  committee. 

Senator  Walsh.  The  record  probably,  Mr.  Chairman,  covers  what 
I  wanted  to  know,  and  I  do  not  care  to  repeat'.  I  was  wondering 
how  far  the  witness  has  connected  his  allegations  with  the  comptroller. 

Senator  Gronna.  Was  this  meeting  largely  attended  by  the  stock- 
holders, Mr.  Jones  ? 

Mr.  Jones.  Yes,  sir;  that  is  my  general  recollection.  There  are 
not  many  stockholders.  I  have  got  a  list  of  them  here.  I  am  going 
to  leave  this  petition  with  you  for  such  use  as  the  committee  may 
want  to  make  of  it.  The  stock  is  in  the  hands  of  the  executors  of 
two  or  three  estates,  and  then  it  is  in  the  hands  of  some  other  indi- 
viduals, associates  of  Mr.  Thompson,  who  are  now  in  bankruptcy,  as 
tnistees,  and  then  there  are  a  number  of  other  individuals.  You 
will  notice  E.  C.  Hackney's  name  here.     I  had  authority,  through 
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his  attorney,  Judge  Humble,  to  present  this  petition  in  his  behalf: 
and  possibly  one  or  two  other  persons  named  here.  I  may  have  had 
authority  from  Thomas  Seamans.  But  so  far  as  I  know,  all  the 
stockholders  in  the  vicinity  of  -Uniontown  attended  that  meeting, 
and  Mr.  Thompson  attended  it,  and  I  think  probably  all  parties  in 
interest. 

Senator  Walsh.  Had  anything  previous  to  that  meeting  been  said 
or  done  in  order  to  let  the  comptroller  know  of  the  dissatisfaction 
with  regard  to  that  sale  ? 

Mr.  Jones.  Samuel  Untermyer,  of  New  York  City,  was  attorney 
for  the  creditors 

Senator  Walsh.  Can  you  not  answer  that  ? 

Mr.  Jones.  I  am  going  to  answer  it  in  this  way:  I  was  told  that 
Mr.  Untermyer  made  a  personal  visit  to  Mr.  Williams  and  attempted 
to  get  him  to  postpone  the  sale  of  that  building  as  requested  by  the 
creditors'  committee  or  by  the  trustees  of  Mr.  Thompson,  in  bank- 
ruptcy, and  that  Mr.  Williams  is  alleged  to  have  made  the  reply  that 
the  matter  was  in  the  hands  of  Mr.  Strawn,  who  was  on  the  ground 
and  he  would  be  permitted  to  use  his  own  judgment.  Whether  or 
not  that  is  true,  I  am  not  in  position  to  say. 

Senator  Calder.  How  much  is  the  capital  stock  of  the  bank  ? 

Mr.  Jones.  $100,000. 

Senator  Calder.  What  is  the  surplus  1 

Mr.  Jones.  I  think  about  a  million  dollars. 

Senator  Calder.  What  are  the  total  deposits  in  the  bank  ? 

Mr.  Jones.  $1,300,000.     These  are  in  round  numbers. 

Senator  Calder.  The  depositors  have  been  paid  in  full  ? 

Mr.  Jones.  The  depositors  have  been  paid  in  full,  and  the  assets 
remaining,  as  estimated  by  the  receiver — so  I  got  the  information 
from  the  comptroller's  office — are  $600,000,  and  liberally  estimated 
at  something  over  $800,000. 

The  Chairman.  I3  it  probable  that  the  bank  will  continue  to  do 
business  ?    Has  the  receiver  been  discharged  ? 

Mr.  Jones.  No,  sir;  the  receiver  is  not  discharged. 

The  Chairman.  Is  it  probable  that  he  will  be  and  that  the  bank 
will  continue  ? 

Mr.  Jones.  That  is  the  question.  I  made  inquiry  of  the  comp- 
troller's department  with  a  view  of  advising  my  clients  with  reference 
to  that,  and  the  information  I  got  from  Mr.  Kane  indicated  a  very 
strenuous  opposition  on  the  part  of  the  comptroller  to  allowing  the 
bank  to  resume  with  Mr.  Thompson  having  any  connection  with  it. 

The  Chairman.  If  you  can  give  the  committee  any  disinterested 
testimony  fixing  the  value  of  that  bank  at  the  time  it  was  sold,  we 
would  like  to  have  that  information. 

Mr.  Jones.  Suppose  I  attempt  to  get  the  name  of  the  engineer 
who  made  the  appraisal.     Would  that  be  what  you  desire  ? 

The  Chairman.  We  want  competent,  disinterested  testimony. 

Mr.  Jones.  He  made  the  appraisal  to  advise  the  purchasers  of  the 
building.     I  will  attempt  to  get  the  name  of  that  engineer. 

Senator  Walsh.  May  I  suggest  that  you  furnish  U3  with  a  record 
from  the  tax  commissioners  or  authorities  of  that  city  showing  what 
valuation  was  put  upon  it  for  taxable  purposes  ? 

Mr.  Jones.  I  will  agree  to  do  that.  If  that  is  of  much  moment, 
the  committee  will  probably  have  to  have  a  valuation  of  adjoining 
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properties,  because  the  general  impression  and  understanding  in  our 
community  is  that  all  the  buildings  of  this  man  Strawn  are  of  very 
low  valuation 

Senator  Walsh.  I  think  the  members  of  the  committee  have  had 
experience  enough  to  know  the  uncertainty  of  tax  values. 

Mr.  Jones.  Oh,  yes.     I  shall  be  glad  to  furnish  you  the  data. 

The  Chairman.  Was  the  property  assessed  at  its  full  value,  or 
assessed  at  a  certain  proportion  ? 

Mr.  Jones.  Well,  I  think  its  proportional  value.  That  is  why  I 
sayvou  would  have  to  have  valuations  of  the  adjoining  properties. 

Tke  Chairman.  We  will  give  you  another  opportunity,  and  per- 
haps it  is  just  as  well  for  you  to  discontinue  your  testimony  now, 
if  vou  have  put  in  all  that  you  cared  to. 

Mr.  Jones.  Oh,  yes;  I  have  put  in  all  that  I  care  to. 

The  Chairman.  Unless  the  other  members  of  the  committee  wish 
to  ask  you  any  more  questions,  you  may  be  excused. 

(After  informal  proceedings,  which  the  reporter  was  directed  not 
to  record,) 

Mr.  Jones.  One  man  told  me  that  he  was  summoned  to  Washing- 
ton and  directed  to  lift  a  deposit  he  had  made  of  some  $250,000. 
1  will  give  you  the  name  of  that  man  if  you  choose  to  subpoena  him. 
I  do  not  care  to  quote  him  and  do  not  care  to  give  his  name  unless  the 
committee  desires  the  information. 

Senator  Walsh.  Are  you  contending  that  that  was  donQ  through 
malice,  or  that  it  was  a  suggestion  made  to  a  man  to  protect  himself, 
knowing  that  there  was  something  uncertain  about  it  ? 

Mr.  Jones.  He  was  an  officer  of  the  bank  and  he  put  the  money  in 
there  to  provide  cash  for  the  business,  with  which  to  continue  the 
business  of  his  bank,  and  as  I  understand  it,  he  was  directed  to  take 
it  out  because  of  the  comptroller's  claim  that  it  was  unlawfully 
deposited;  but  how  long  after  the  comptroller  permitted  the  bank  to  be 
opened  after  he  directed  that  deposit  to  be  taken  out,  and  how  long 
he  permitted  the  general  public  to  deposit  there,  I  am  not  advised. 

The  Chairman.  Mr.  Jones,  it  is  suggested  that  you  get  more  than 
one  engineer,  if  you  can,  to  make  an  estimate  on  the  building.  You 
understand  the  point  we  want  to  get  at  ? 

Mr.  Jones.  Yes,  sir;  I  understand.  My  understanding  is  that  there 
are  probably  two  appraisers,  one  who  made  the  appraisement  for  the 
individual  who  bought  the  bank  building  and  one  who  made  the 
appraisement  for  the  banking  institution  or  trust  company  that 
bought  it  from  this  individual.  I  understand  the  banking  institu- 
tion paid  the  individual  $750,000  for  it,  although  I  have  no  positive 
information  as  to  that.  If  the  consideration  is  stated  in  the  deed 
I  might  give  you  that,  if  you  want  that. 

Senator  Gronna.  You  also  suggest,  Mr.  Jones,  that  you  might 
give  the  name  to  the  committee  of  this  party  who  withdrew  his  large 
deposit.    I  would  suggest  that  you  leave  that  name  with  the  chairman. 

Mr.  Jones.  All  right;  I  will  be  glad  to  do  that. 

The  Chairman.  Give  it  to  the  secretary. 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Mr.  Williams,  are  you  prepared  to  go  on  ? 

Mr.  Williams.  I  would  like  Mr.  Jesse  Adkins,  counsel  in  the 
injunction  suit,  to  make  a  statement  in  regard  to  the  case,  if  the 
committee  please. 


288  NOMINATION   OF   JOHN  SKELTON  WILLIAMS. 

STATEMENT  OF  MR.  JESSE  C.  ADKINS,  ATTORNEY  AT  LAW, 

WASHINGTON,  D.  G. 

Mr.  Adkins.  Mr.  Chairman  and  gentlemen  of  the  committee,  my 
name  is  Jesse  C.  Adkins.  I  am  a  member  of  the  bar,  practicing  in 
Washington.  From  1912  to  1914  I  was  Assistant  Attorney  General 
of  the  United  States  and  had  before  that  time  been  assistant  United 
States  district  attorney  in  Washington.  While  in  the  Department  of 
Justice  I  had  charge  of  matters  relating  to  national  banks.  I  was  one 
of  the  counsel  for  the  defendants  in  the  suit  brought  in  the  supreme 
court  of  the  District  by  the  Riggs  National  Bank,  which  has  been 
discussed  here.  As  I  understand  it,  the  committee  desires  to  hear 
something  about  that  case. 

It  was  a  bill  in  equity  brought  by  the  Riggs  National  Bank  itself 
against  the  Secretary  of  the  Treasury,  the  Comptroller  of  the  Currency, 
and  the  Treasurer  of  the  United  States.  The  real  object  was  to  re- 
strain the  collection  of  a  fine  of  $5,000,  or  a  penalty  of  $5,000,  which 
had  been  assessed  by  the  comptroller  because  of  the  failure  of  the 
bank  to  make  a  special  report  which  he  had  called  for. 

In  addition  to  the  effort  to  restrain  the  collection  of  that  penalty, 
it  was  sought  to  restrain  the  collection  or  the  assessment  of  other 
penalties  and  the  calling  for  other  special  reports.  The  real  question 
in  that  case  was  as  to  the  power  of  the  comptroller  to  make  and 
enforce  these  calls  for  special  reports. 

You  gentlemen,  I  tnink,  are  familiar  with  the  sections  of  the 
statutes  which  are  involved — sections  5211,  5212,  and  5213  of  the 
Revised  Statutes.  Section  5211  provides  for  five  reports  to  be  made, 
or  not  less  than  five  reports  to  be  made,  by  each  bank  in  one  year,  at 
times  to  be  called  for  by  the  comptroller.  That  report  is  made  upon 
a  form  prescribed  by  tlie  comptroller.  The  facts  given  by  each  bank 
are  the  same.  It  relates  simply  to  the  assets  and  liabilities  of  the 
bank. 

There  is  a  further  provision  in  that  section,  the  concluding  provision, 
that  the  comptroller  shall  have  the  power  to  call  for  special  reports 
whenever  in  his  judgment  the  same  are  necessary  to  a  lull  and  com- 
plete knowledge  of  the  condition  of  the  bank. 

As  I  say,  the  dispute  in  the  Riggs  Bank  case  centered  around  the 
proper  conception  of  that  statute.  It  was  contended  by  the  bank 
that  this  special  report  should  be  no  more  than  any  other  general 
report;  that  is,  that  under  that  section  if  the  comptroller  did  not  want 
to  call  for  a  report  from  every  bank  in  the  country  but  wanted  to  get 
an  additional  report  from  a  specific  bank  he  could  do  it  by  making  a 
separate  call. 

It  was  further  contended  that  the  term  " condition  of  the  bank" 
related  merely  to  the  assets  and  liabilities  and  had 'nothing  to  do  with 
any  past  transaction  and  had  nothing  whatever  to  do  with  the  char- 
acter of  the  management  of  the  bank  or  whether  the  bank  or  its  officers 
had  violated  the  law  or  not. 

You  can  see  that  that  raised  a  very  interesting  question  and  one 
which  was  of  vast  importance  to  the  banks  of  the  country  and  to  our 
currency  system. 

All  the  other  features  in  the  case  led  up  to  that  one  question. 
That  was  the  real  question  in  the  case. 
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The  power  of  the  comptroller  to  call  for  the  reports  for  which  he 
did  call  was  fully  sustained  by  Mr.  Justice  McCoy,  who  heard  the 
case.  He  granted  an  injunction  as  to  the  penalty  which  had"  been 
assessed,  on  the  ground  that  the  comptroller  had  directed  that  the 
particular  report  be  sworn  to  by  more  officers  than  the  statute  pre- 
scribed— purely  a  techinical  ground.  The  statute  prescribes,  as  I 
recall  it,  that  the  report  shall  be  sworn  to  by  the  president  or  cashier 
and  attested  by  three  directors. 

In  that  particular  instance  the  comptroller  directed  that  the  report 
be  sworn  to  by,  I  think,  four  officers  of  the  bank,  and  it  may  be  that 
many  of  his  other  calls  were  couched  in  the  same  language. 

The  bank,  as  I  recall  this  bill,  did  not  put  its  suit  upon  the  ground 
that  the  comptroller  had  directed  that  the  reports  be  signed  by  people 
who  were  not  required  to  sign  them.  That  would  have  been  entirely 
too  technical.  I  do  not  think  they  would  have  thought  of  going  into 
court  on  that  particular  ground;  but  that  is  the  onlv  ground  on 
which  the  injunction  was  granted.  As  to  everything  else,  as  to  the 
substance  of  the  case,  the  chief  justice,  in  a  very  lengthy  opinion, 
took  up  everything  that  was  involved  in  the  case,  right  down  the  line, 
and  in  a  lawyer-like  manner  discussed  the  evidence  on  both  sides  and 
sustained  not  only  the  power  of  the  comptroller,  but  his  conduct  in 
every  specific  case. 

Senator  Walsh.  What  is  the  name  of  the  chief  justice  ? 

Mr.  Adkins.  Chief  Justice  McCoy,  of  the  Supreme  Court  of  the 
District  of  Columbia.  In  fact,  he  said  he  could  not  understand  why 
men  occupying  the  responsible  positions  that  these  men  did  occupy 
should  hesitate  for  a  moment  to  make  the  report  upon  which  the 
penalty  was  assessed. 

You  will  recall  that  the  report  was  called  for  in  a  letter  of  January 
22. 1915,  and  it  was  a  request  for  a  list  of  all  loans  made  to  the  officers 
of  the  bank,  either  directly,  in  their  own  name,  or  indirectly  or  by 
means  of  concealed  or  "dummy"  notes  of  clerks  or  others;  and  the 
chief  justice  said  that  he  could  not  understand  why  men  in  their 
position  should  hesitate  for  an  instant,  whether  the  comptroller  had 
the  power  or  not,  to  make  a  report  of  that  kind. 

I  am  frank  to  say  that,  personally,  I  have  never  been  able  to 
understand  why  the  Secretary  of  the  Treasury  was  made  a  party  to 
that  suit.  The  bill  was  dismissed  by  the  court  as  to  him.  The  court 
said  there  was  nothing  there  to  justify  the  bill  as  to  him. 

The  object,  as  I  have  mentioned,  was  to  restrain  the  enforcement  of 
these  penalties.  The  statute,  in  section  5213,  I  think,  or  5212,  pro- 
vides— there  are  two  or  three  characters  of  report,  a  general  report,  a 
special  report,  and  another  report  as  to  dividends,  some  to  be  filed 
within  five  days  and  some  within  10  days.  One  of  the  sections  pro- 
vides that  for  failure  to  file  reports  within  the  respective  times  men- 
tioned, the  bank  shall  be  liable  to  a  penalty  of  $100  a  day,  and  goes 
on  to  say  that  when  the  penalty  has  been  assessed  by  the  Comptroller 
the  Treasurer  of  the  United  States  mav  retain  the  amount  of  the 
assessed  penalty  out  of  interest  due  the  banks  upon  bonds  which  they 
have  deposited  to  secure  their  circulation. 

So  that  if  you  look  at  the  statute  there  is  apparently  no  justification 
at  all  for  including  the  Secretary  of  the  Treasury  as  a  party  to  this  suit. 
The  object  was  to  restrain  the  comptroller  from  enforcing  the  pay- 
ment of  this  penalty  and  was  to  restrain  the  Treasurer  of  the  United 
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States  from  covering  that  $5,000  penalty  which  had  been  assessed 
into  the  Treasury.  There  was  nothing  under  the  law  which  the 
Secretary  had  to  do  in  connection  with  it. 

Senator  Gronna.  Was  the  bank  compelled  to  pay  this#penalty  ? 

Mr.  Adkins.  You  see  the  money  was  already  in  the  hands  of  the 
Treasurer.  Every  national  bank  having  currency  must  deposit 
necessary  bonds  with  the  Treasurer  of  the  United  States  for  security. 
When  the  interest  falls  due — I  think  it  is  quarterly  in  that  case,  on 
the  1st  day  of  April — it  is  the  duty  of  tne  Treasurer — under  the 
statute  it  is  made  his  duty — when  the  comptroller  notifies  him  that 
the  penalty  has  been  assessed,  to  refuse  to  pay  that  money  over,  and 
to  turn  it  in  to  the  Treasury  of  the  United  States. 

Senator  Gronna.  Was  the  finding  of  the  court  to  the  effect  that 
the  bank  had  to  pay  this  penalty  ? 

Mr.  Adkins.  No;  the  finding  of  the  court  was  that  the  comptroller 
was  entirely  within  his  power  as  to  the  substance  of  his  call,  and  that 
a  penalty  might  be  imposed;  but  in  the  particular  call  in  question  the 
comptroller  had  said,  "Let  your  report  be  signed  by  the  president, 
the  vice  president,  the  cashier,"  we  will  say,  tnree  or  four  officers  he 
had  mentioned.  The  statute  provides  that  the  report  shall  be  sworn 
to  by  the  president  or  cashier  and  be  attested  by  three  directors. 
The  comptroller  overlooked  the  precise  language  of  the  statute  and 
directed  that  the  report  be  sworn  to  by  four  officers,  more  than  the 
statute  authorized.  So  upon  that  construction  of  the  statute,  that 
technical  ground,  the  court  said: 

This  being  a  criminal  statute,  it  must  be  construed  strictly,  and  therefore  you  can 
not  enforce  this  penalty  upon  this  particular  call. 

So  that  the  money  was  paid  over  to  the  bank. 

The  Chairman.  You  have  had  your  attention  called  to  Mr.  Hogan's 
testimony,  I  presume  ? 

Mr.  Adkins.  Yes,  sir.     I  heard  it. 

The  Chairman.  On  page  56 — just  in  the  interest  of  saving  time, 
possibly 

Mr.  Adkins.  I  may  say,  Mr.  Chairman,  that  I  had  not  intended  to 
take  up  in  detail  everything  that  Mr.  Hogan  said.  It  is  entirely 
unnecessary. 

The  Chairman.  You  will  find  on  page  56  where  Mr.  Hogan  sum- 
marizes the  issues  that  were  joined  and  the  questions  that  were  really 
decided.     He  says  there: 

When  we  went  to  hearing  there  were  juat  exactly  these  and  no  other  questions  that 
the  court  could  pass  upon. 

Have  you  got  that  point  ? 

Mr.  Adkins.  I  have  it.     I  heard  him. 

The  Chairman  (reading) : 

First.  Must  the  motion  of  the  defendant  to  dismiss  the  case  be  granted  or  overruled? 

Is  that  a  correct  statement  ? 

Mr.  Adkins.  I  should  say  no.  That  statement  is  not  correct:  and 
if  you  will  permit  me  I  will  undertake  to  explain  what  I  understand 
to  be  the  issues  involved  there.  It  is  almost  the  next  thing  which  I 
desired  to  take  up.  Perhaps  if  you  will  let  me  go  on  in  my  regular 
order 

The  Chairman.  In  vour  own  wav;  but  that  is  mv  idea,  vou 
understand  ? 
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Mr.  Adkins.  I  understand.  As  I  understand,  Mr.  Hogan  called 
attention  to  four  or  five  things  which  transpired  at  that  trial  which 
he  said,  either  directly  or  indirectly,  showed  very  strongly  that 
Mr.  Williams  was  incompetent  to  act  as  comptroller. 

The  first  thing  that  he  spoke  of  was  the  fact  that  counsel  in  that 
case  sought  for  the  comptroller  and  the  Secretary  two  delays  in  the 
argument.     It  is  perfectly  true;  we  did. 

Tnere  were  five  counsel  representing  the  defendants,  Mr.  Louis  D. 
Brandeis,  of  Boston,  now  a  justice  of  the  Supreme  Court  of  the 
United  States;  Mr.  Charles  Warren,  also  of  Boston,  then  Assistant 
Attorney  General  of  the  United  States;  Mr.  Samuel  Untermyer,  of 
New  York;  Mr.  John  E.  Laskey,  the  United  States  attorney  in  Wash- 
ington; and  myself.  Two  of  those  gentlemen  were  in  different  cities. 
It  was  a  little  difficult  for  us  to  get  together.  They  were  pretty 
busv  men.  Conference  was  desirea.  The  rule  to  show  cause  was 
returnable  in  perhaps  a  week  or  two  weeks,  and  to  be  frank  with 
you,  we  were  not  ready  at  that  time.  There  was  too  much  to  do. 
Mr.  Justice  Brandeis  asked  and  obtained  a  short  postponement.  My 
recollection  is  that  Mr.  Untermyer  had  just  come  into  the  case,  or 
came  in  a  short  time  later,  and  we  were  not  ready  when  the  time  was 
fixed  and  another  postponement  was  granted  at  our  request. 

As  I  understood  Mr.  Hogan,  he  mentioned  those  things  as  showing 
the  disqualification  of  the  comptroller  for  his  office. 

In  the  next  place  he  mentioned  the  fact  that  we  filed  the  return  to 
the  rule  to  show  cause  and  a  motion  to  dismiss  the  bill  and  asked 
argument  of  those  two  things  at  the  same  time,  and  that,  he  says,  is 
cumulative  evidence  that  Mr.  Williams  is  unfit  to  be  comptroller. 

That  brings  me  to  the  question  you  have  asked,  Mr.  Chairman. 

This  was  a  bill  in  equity.  It  asked  for  an  injunction  pendente  lite 
and  for  a  temporary  restraining  order  pending  the  hearing. 

When  the  bill  was  presented  to  Chief  Justice  McCoy  he  granted  a 
temporary  restraining  order,  ex  parte — that  is,  without  notice  to  us — 
because  the  bill  said  that  the  Treasurer — 

is  liable  to  cover  this  $5,000  of  ours  into  the  Treasury,  and  it  will  take  an  act  of  Con- 
gress to  get  it  out. 

So  there  was  issued,  when  this  bill  was  filed,  first,  a  summons  which 
required  them  to  appear  within  a  certain  time  and  to  answer.  There 
was  issued,  also,  a  temporary  restraining  order  upon  them  which 
required  them  to  hold  that  money  and  not  take  any  further  action, 
and  also  required  them  to  show  cause  on  a  date  specified  why  that 
restraining  order  should  not  be  continued  throughout  the  trial  of  the 
case. 

We  came  in  and  filed  our  return  to  the  bill.  First,  we  prepared  our 
return  to  the  rule  to  show  cause  why  this  injunction  should  not  be 
continued.  That  return  consisted  01  an  affidavit  made  by  each  one 
of  the  defendants  explaining  the  entire  facts,  and  those  three  affi- 
davits were  supported  by  other  affidavits  of  other  people  who  knew 
about  the  facts. 

In  the  next  place,  the  time  for  pleading  to  that  bill  had  arrived,  or 
almost  arrived,  so  we  filed  what  was  equivalent  to  a  demurrer,  a 
motion  to  dismiss  the  bill  on  the  ground  that  it  did  not  disclose  a 
case  in  equity,  and  those  two  things  we  asked  to  be  argued  together, 
and  they  were  argued  together. 
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I  can  not  understand  for  the  life  of  me  what  bearing  that  has  upon 
the  competency  or  incompetency  of  one  of  the  defendants  to  hold 
public  office.  There  was  nothing  unusual  about  it.  I  have  defended 
scores  of  these  cases  while  holding  public  office,  and  it  was  our  invari- 
able practice  in  an  equity  case  where  there  was  a  rule  to  show  cause  to 
file  a  return  in  which  we  answered  all  of  the  facts,  and  then  if  we 
thought  the  bill  did  not  state  a  cause  in  equity  it  was  our  practice  to 
file  a  demurrer,  and  those  two  things  were  heard  at  the  same  time. 
There  was  no  earthly  use  in  taking  two  bites  at  the  arguments. 

Again,  even  if  we  did  not  put  in  the  demurrer  or  motion  to  dismiss, 
it  was  always  open  to  us  to  argue  to  the  court  on  the  return  to  the 
rule  to  show  cause  why  it  did  not  state  a  cause  of  action,  and  it  would 
be  the  duty  of  the  court,  of  his  own  motion  to  say,  "I  can  not  grant 
you  a  temporary  injunction  when  you  do  not  state  any  cause  of 
action/' 

It  has  been  suggested  also  that  Mr.  Williams  is  unfit  to  hold  office 
because  counsel  in  this  case  objected  to  the  introduction  of  affidavits 
and  all  that  correspondence  at  the  time  the  argument  began.  It  is 
perfectly  true  that  we  did  make  that  objection — not  a  very  serious 
one,  but  it  was  in  the  regular  course  of  practice.  Here  was  a  lengthy 
bill  containing  perhaps  100  printed  pages,  containing  large  excerpts 
from  the  correspondence.  Counsel  for  the  bank  had  really  conducted 
that  correspondence.  They  were  thoroughly  familiar  with  it.  They 
had  put  in  the  bill  what  they  thought  was  material.  We  had  filei 
a  statement  of  the  facts  and  excerpts  that  we  considered  worth  while 
from  those  letters  and  other  documents,  and  it  had  been  served  on 
the  other  side  at  least  several  days  in  advance  of  the  argument.  So 
we  came  to  court  that  morning  and  some  additional  affidavits  were 
handed  to  us  and  we  suggested  that  the  correspondence  should  also 
be  placed  before  the  court  and  considered;  we  said,  "It  is  a  surprise 
to  us,  and  it  is  entirely  unnecessary.  There  is  nothing  here  for  the 
court  to  consider. 

Senator  Walsh.  Do  you  think  that  the  witness  needs  to  argue  the 
conduct  of  counsel  in  the  case  ? 

The  Chairman.  I  think  he  has  the  right  to. 

Senator  Walsh,  yes.  I  am  not  objecting  to  his  answering  Mr. 
Hogan,  but  I  thought  we  would  not  pay  much  attention  to  Mr. 
Hogan's  contention  that  the  counsel  for  Mr.  Williams  objected. 

The  Chairman.  No.  Lawyers  have  a  sort  of  poetic  license  to 
indulge  in  objections. 

Senator  Walsh.  I  am  trying  to  save  time,  because  I  thought  Mr. 
Hogan's  argument  would  not  have  much  weight  with  regard  to  that 
point. 

Mr.  Adkxns.  The  questions  involved  at  that  hearing  were,  first, 
whether  the  plaintiffs  had  stated  a  cause  of  action.  That  question 
was  involved.  The  bill  charged  a  conspiracy  between  the  Secretary 
of  the  Treasury  and  the  Comptroller  of  the  Currency.  Mr.  Justice 
McCoy  went  over  the  bill  and  ne  said : 

They  have  not  stated  a  cause  of  action  as  to  the  Secretary  of  the  Treasury.  There 
is  nothing  here  to  show  a  conspiracy.  If  there  is  any  malice  or  ill  will  here  it  is  on 
the  part  of  the  officers  of  the  bank,  and  not  on  the  part  of  the  defendants. 

So  he  sustained  our  demurrer  or  motion  to  dismiss  as  to  the 
Secretary  of  the  Treasury. 
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As  to  the  comptroller,  the  real  point  came  back  to  the  construc- 
tion of  this  statute.  If  the  comptroller  had  called  for  a  report 
within  the  statute,  if  he  had  directed  that  it  be  signed  by  the  proper 
officers,  the  motion  to  dismiss  as  to  him  would  have  been  sustained ; 
but  because  of  that  error  the  court  said,  "I  have  jurisdiction  here."; 
and  he  proceeded  to  take  jurisdiction. 

The  Chairman.  So  far,  then,  Mr.  Hogan's  statement  is  correct. 

Mr.  Adkins.  So  far,  and  so  far  only. 

The  next  question  was,  Is  this  temporary  restraining  order  which 
has  been  issued  to  be  continued,  or  is  it  to  be  dismissed  ?    That  tem- 

?orary  restraining  order  ran  to  practically  every  prayer  of  the  bill. 
he  prayers  of  the  bill  were  principally  with  reference,  of  course,  to 
the  collection  of  the  fine  of  $5,000,  or  the  penalty  of  $5,000.  The 
bank  said,  "  Under  the  statute  the  comptroller  has  no  right  to  ask 
for  a  report  of  that  kind  as  to  indirect  and  direct  loans."  They  said, 
"We  have  not  any  such  loans  now.  They  have  all  been  paid.  There- 
fore it  is  a  matter  of  past  history.  It  does  not  relate  to  the  condition 
of  the  bank  at  the  present  time."  They  went  on  to  say  that  if  the 
statute  is  to  be  construed  that  broadly  it  is  unconstitutional,  because 
it  calls  upon  the  officers  of  this  bank  to  furnish  evidence  which  may 
incriminate  them.  There  are  two  or  three  pages  in  the  bill  devoted 
to  the  fact  that  the  statute,  is  susceptible  to  that  construction,  is 
unconstitutional,  because  it  calls  upon  the  officers  to  incriminate 
themselves. 

So  that  the  question  before  the  court  was  whether  he  should  con- 
tinue this  injunction  or  whether  he  should  deny  it,  in  whole  or  in  part 
The  real  question  that  was  involved  was  as  to  the  power  of  the 
comptroller  to  make  these  calls,  whether  the  facts  that  he  asked  for 
tended  to  show  the  condition  of  the  bank.  Therefore  the  court  took 
that  question  up.  He  said  that  he  considered  the  powers  of  the 
comptroller  and  the  bank  examiners,  and  there  have  been  many 
decisions  of  the  Supreme  Court  on  the  subject,  and  he  reached  the 
conclusion  that  the  object  of  the  statute  was  to  enable  the  comp- 
troller to  find  out  the  precise  condition  of  the  bank,  not  only  with 
reference  to  its  cash  on  nand  and  its  liabilities,  but  with  reference  to 
past  transactions,  with  reference  to  the  character  of  the  management 
and  personnel  of  the  bank.  Therefore  he  said  that  as  to  the  sub- 
stance, each  one  of  these  reports  was  properly  called  for.  It  was 
within  the  power  of  the  comptroller,  exercising  his  discretion,  to  say 
what  he  needed. 

Senator  Walsh.  Was  it  alleged  in  the  bill  that  this  fine  had  been 
imposed  through  malice  or  ill  will? 

Mr.  Adkins.  Yes. 

Senator  Wlash.  But  did  the  court  find  that  the  fine  was  properly 
imposed,  but  technically  could  not  be  paid  over  because  there  was  a 
call  for  signatures  that  the  law  did  not  require  ? 

Mr.  Adkins.  That  is  an  accurate  statement  of  it,  Senator. 

Senator  Walsh.  I  want  to  repeat  that.  Do  you  say  that  the 
decision  found  that  the  comptfoller  had  legal  authority  and  right  to 
impose  that  fine  of  $5,000  ? 

Mr.  Adkins.  If  the  call  had  been  made  properly  ? 

Senator  Walsh.  Yes. 

Mr.  Adkins.  Yes. 
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arbitrary  about  it,  Senator.  It  is  something  that  prosecutors  do 
every  day. 

Senator  Gronna.  If  the  statute  provides  for  an  unreasonable  pen- 
altv,  what  has  the  comptroller  to  do  with  it  ? 

Sir.  Adkins.  The  statute  provides  that  it  shall  be  paid  after  he  has 
assessed  it.    It  can  not  be  collected  until  he  takes  formal  action. 

Senator  Gronna.  You  take  the  position,  then,  that  the  comptroller 
can  ignore  it  if  he  wants  to  ? 

Mr.  Adkins.  Yes.  Prosecutors  do  it  every  day  all  over  the 
country. 

The  Chairman.  Take  his  conclusion  at  the  bottom  of  page  56: 

The  justice  decided  that  he  did  have  jurisdiction. 

That  is  correct,  is  it  not  ? 

Mr.  Adkins.   I  es. 

The  Chairman  (continuing  reading) : 

That  we  were  rightly  in  court,  on  point  No.  2 

Mr.   Adkins.  Just  a  moment — " that  we'  were  rightly  in  court'* 
as  to  the  comptroller  but  not  as  to  the  Secretary. 
The  Chairman.  Very  well. 

On  point  No.  2,  aa  to  whether  or  not  he  was  within  his  legal  right  in  imposing  a 
$5,000  fine,  the  court  decided  that  he  was  not. 

Mr.  Adkins.  The  court  decided  that  he  was  within  his  legal  rights 
in  making  the  call  for  that  report. 

The  Chairman.  That  is  a  correct  statement,  without  explanation, 
is  it  not  ? 

Mr.  Adkins.  That  is  a  correct  statement. 

The  Chairman  (continuing  reading) : 

that  the  temporary  restraining  order  would  be  continued  to  hold  that  $5,000,  and  so 
stated  the  fact  that  it  made  it  inevitable  that  in  any  subsequent  trial  of  a  case  a  manda- 
tory order  requiring  the  return  of  the  $5,000  woulci  be  issued. 

Mr.  Adkins.  That  is  true. 

The  Chairman  (continuing  reading) : 

Third,  on  the  only  other  question  before  the  court,  as  to  whether  the  $160,000  bad 
been  lawfully  imposed,  and  if  need  required  it  a  temporary  injunction  would  have 
to  go  protecting  the  bank  from  the  taking  of  the  money. 

Mr.  Adkins.  The  court  did  not  decide  that  question  as  to  the 
$160,000.  The  court  held  that  the  comptroller  had  a  perfect  right 
to  say  that  he  was  not  going  to  assess  any  further  penalty. 

The  Chairman.  The  court  did  not  impose  a  fine  of  $160,000,  as  a 
matter  of  fact  ? 

Mr.  Adkins.  No,  sir;  neither  did  the  comptroller  impose  a  fine 
of  $160,000.  The  $160,000  is  all  wrong  as  to  figures.  It  is  entirely 
too  high.  But  the  court  said  as  to  that  $160,000  that  the  statement 
of  the  comptroller  that  he  did  not  propose  to  impose  any  other 
penalties  than  this  $5,000  disposed  of  the  case. 

The  Chairman.  I  just  wanted  to  get  your  statement  with  regard 
to  this  conclusion  of  Mr.  Hogan. 

Senator  Walsh.  There  seems,  Mr.  Chairman,  to  be  quite  a  differ- 
ence between  these  two  men  on  one  thing  here.  I  did^not  hear  this 
testimony,  but  as  I  read  page  56  I  get  the  impression  that  fines  were 
imposed  of  $160,000: 

Other  fines,  which,  according  to  our  figures,  aggregated  f  160,000. 
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The  Chairman.  The  correspondence  with  the  comptroller  indicates 
that. 

Senator  Walsh.  That  they  were  imposed  ? 

The  Chairman.  Yes.  In  support  of  that  statement  Mr.  Hogan 
introduced  correspondence  from  the  comptroller  with  regard  to  that, 
and  you  can  draw  your  own  conclusion  from  the  correspondence  as  to 
whether  Mr.  Hogan  was  right  or  not.  , 

Senator  Walsh.  I  see.  But  this  counsel  seems  to  claim  that  no 
such  fine  ever  was  imposed.     Am  I  right  ? 

Mr.  Adkins.  You  are  entirely  right,  Senator.  Senator  Walsh  has 
correctly  caught  Mr.  HoganV  contention.  Mr.  Hogan  argued  at 
considerable  length,  as  the  chairman  suggested,  that  this  $160,000 
was  assessed.     I  say  he  is  entirely  mistaken  about  that. 

The  Chairman.  He  based  his  conclusion  upon  correspondence  with 
Mr.  Williams. 

Senator  Walsh.  Did  he  make  the  allegation  in  his  bill  ? 

Mr.  Adkins.  He  did  not,  Senator  Walsh.  The  attorneys  for  the 
bank  in  their  bill  made  the  claim  not  that  $160,000  had  been  assessed 
or  imposed,  but  that  the  comptroller  was  claiming  authority  to  im- 
pose a  fine  to  that  extent. 

The  Chairman.  Mr.  Hogan  put  in  the  correspondence,  upon  which 
he  drew  his  conclusions,  and  I  suppose  the  committee  can  draw 
contrary  conclusions  if  they  are  not  satisfied  with  Mr.  Hogan's. 

Mr.  Adkins.  Mr.  Hogan  referred  to  some  correspondence  with  the 
comptroller  in  which  he  stated  that  this  peanlty  oi  $5,000,  as  well  as 
other  assessed — I  think  he  used  that  word  '*  assessed" 

Senator  Walsh.  '*  Waiving  none  of  my  rights  to  impose  other 
fines." 

Mr.  Adkins.  He  used  the  expression  "in  addition."  That  is  the 
substance  of  it.  But  in  the  bill  of  complaint  there  is  no  suggestion 
at  all  that  any  other  penalty  has  been  assessed.  The  statement  is 
made  that  the  comptroller  claims  the  right  to  impose  other  penalties. 

The  comptroller  reminds  me  that  at  one  time  he  used  the  expression 
"assessed.  In  his  other  correspondence  he  spoke  of  the  penalty 
which  had  been  incurred. 

The  Chairman.  But  he  did  use  that* once,  and  it  was  that  word  that 
Mr.  Hogan  quoted  when  he  said  he  drew  his  conclusion  that  an 
assessed  penalty  was  an  imposed  penalty. 

Mr.  Adkins.  Well,  the  correspondence  does  not  justify  him  in  that. 
It  is  perfectly  apparent  that  that  word  "assessed  was  used  in  that 
letter  with  the  meaning  which  Senator  Walsh  has  given  to  it — "I 
am  simply  reminding  you  of  the  fact  that  this  is  assessed  on  you  and 
there  are  others  which  may  be  assessed" — or  ''This  is  in  addition  to 
the  other  penalties  which  you  have  incurred."  But  as  a  matter  of 
fact  no  other  penalty  was  assessed  and  it  could  not  be  collected  until 
it  was  assessed,  and  when  the  hearing  came  on  the  comptroller 
announced  that  he  had  no  intention  of  assessing  any  other  penalty, 
and  the  court  said  that  was  binding  upon  him. 

The  Chairman.  The  comptroller's  letter  will  show  just  what  he  said. 

Mr.  Adkins.  Certainly. 

Senator  Walsh.  Will  you  get  for  the  committee  that  part  of  the 
justice's  opinion  which  modifies  or  changes  this  language: 

As  to  whether  or  not  he  was  within  his  legal  right  in  imposing  a  fine  of  $5,000,  the 
court  decided  that  he  was  not. 
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arbitrary  about  it,  Senator.  It  is  something  that  prosecutors  da 
every  day. 

Senator  Gronna.  If  the  statute  provides  for  an  unreasonable  pen- 
alty, what  has  the  comptroller  to  do  with  it  ? 

Mr.  Adkins.  The  statute  provides  that  it  shall  be  paid  after  he  has 
assessed  it.    It  can  not  be  collected  until  he  takes  formal  action. 

Senator  Gronna.  You  take  the  position,  then,  that  the  comptroller 
can  ignore  it  if  he  wants  to  ? 

Mr.  Adkins.  Yes.  Prosecutors  do  it  every  day  all  over  the 
country. 

The  Chairman.  Take  his  conclusion  at  the  bottom  of  page  56: 

The  justice  decided  that  he  did  have  jurisdiction. 

That  is  correct,  is  it  not  ? 

Mr.  Adkins.  Yes. 

The  Chairman  (continuing  reading) : 

That  we  were  rightly  in  court,  on  point  No.  2 

Mr.   Adkins.  Just   a  moment — " that  we'  were  rightly  in  court" 
as  to  the  comptroller  but  not  as  to  the  Secretary. 
The  Chairman.  Very  well. 

On  point  No.  2,  aa  to  whether  or  not  he  was  within  his  legal  right  in  imposing  a 
$5,000  fine,  the  court  decided  that  he  was  not. 

Mr.  Adkins.  The  court  decided  that  he  was  within  his  legal  rights 
in  making  the  call  for  that  report. 

The  Chairman.  That  is  a  correct  statement,  without  explanation, 
is  it  not  ? 

Mr.  Adkins.  That  is  a  correct  statement. 

The  Chairman  (continuing  reading) : 

that  the  temporary  restraining  order  would  be  continued  to  hold  that  $5,000,  and  so 
stated  the  fact  that  it  made  it  inevitable  that  in  any  subsequent  trial  of  a  case  a  manda- 
tory order  requiring  the  return  of  the  $5,000  would  be  issued. 

Mr.  Adkins.  That  is  true. 

The  Chairman  (continuing  reading) : 

Third,  on  the  only  other  question  before  the  court,  as  to  whether  the  $160,000  had 
been  lawfully  imposed,  ana  if  need  required  it  a  temporary  injunction  would  have 
to  go  protecting  the  bank  from  the  taking  of  the  money. 

Mr.  Adkins.  The  court  did  not  decide  that  question  as  to  the 
$160,000.  The  court  held  that  the  comptroller  had  a  perfect  right 
to  say  that  he  was  not  going  to  assess  any  further  penalty. 

The  Chairman.  The  court  did  not  impose  a  fine  of  $160,000,  as  a 
matter  of  fact  ? 

Mr.  Adkins.  No,  sir;  neither  did  the  comptroller  impose  a  fine 
of  $160,000.  The  $160,000  is  all  wrong  as  to  figures.  It  is  entirely 
too  high.  But  the  court  said  as  to  that  $160,000  that  the  statement 
of  the  comptroller  that  he  did  not  propose  to  impose  any  other 
penalties  than  this  $5,000  disposed  of  the  case. 

The  Chairman.  I  just  wanted  to  get  your  statement  with  regard 
to  this  conclusion  of  Mr.  Hogan. 

Senator  Walsh.  There  seems,  Mr.  Chairman,  to  be  quite  a  differ- 
ence between  these  two  men  on  one  thing  here.  I  did*  not  hear  this 
testimony,  but  as  I  read  page  56  I  get  the  impression  that  fines  were 
imposed  of  $160,000: 

Other  fines,  which,  according  to  our  figures,  aggregated  $160,000. 
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The  Chairman.  The  correspondence  with  the  comptroller  indicates 
that. 

Senator  Walsh.  That  they  were  imposed  ? 

The  Chairman.  Yes.  In  support  of  that  statement  Mr.  Hogan 
introduced  correspondence  from  the  comptroller  with  regard  to  that, 
and  you  can  draw  your  own  conclusion  from  the  correspondence  as  to 
whether  Mr.  Hogan  was  right  or  not.  , 

Senator  Walsh.  I  see.  But  this  counsel  seems  to  claim  that  no 
such  fine  ever  was  imposed.     Am  I  right  ? 

Mr.  Adkins.  You  are  entirely  right,  Senator.  Senator  Walsh  has 
correctly  caught  Mr.  HoganV  contention.  Mr.  Hogan  argued  at 
considerable  length,  as  the  chairman  suggested,  that  this  $160,000 
was  assessed.     I  say  he  is  entirely  mistaken  about  that. 

The  Chairman.  He  based  his  conclusion  upon  correspondence  with 
Mr.  Williams. 

Senator  Walsh.  Did  he  make  the  allegation  in  his  bill  ? 

Mr.  Adkins.  He  did  not,  Senator  Walsh.  The  attorneys  for  the 
bank  in  their  bill  made  the  claim  not  that  $160,000  had  been  assessed 
or  imposed,  but  that  the  comptroller  was  claiming  authority  to  im- 
pose a  fine  to  that  extent. 

The  Chairman.  Mr.  Hogan  put  in  the  correspondence,  upon  which 
he  drew  his  conclusions,  and  I  suppose  the  committee  can  draw 
contrary  conclusions  if  they  are  not  satisfied  with  Mr.  Hogan's. 

Mr.  Adkins.  Mr.  Hogan  referred  to  some  correspondence  with  the 
comptroller  in  which  he  stated  that  this  peanlty  of  $5,000,  as  well  as 
other  assessed — I  think  he  used  that  word  "assessed" 

Senator  Walsh.  il  Waiving  none  of  my  rights  to  impose  other 
fines." 

Mr.  Adkins.  He  used  the  expression  "in  addition.,,  That  is  the 
substance  of  it.  But  in  the  bill  of  complaint  there  is  no  suggestion 
at  all  that  any  other  penalty  has  been  assessed.  The  statement  is 
made  that  the  comptroller  claims  the  right  to  impose  other  penalties. 

The  comptroller  reminds  me  that  at  one  time  he  used  the  expression 
"assessed.  In  his  other  correspondence  he  spoke  of  the  penalty 
which  had  been  incurred. 

The  Chairman.  But  he  did  use  that'once,  and  it  was  that  word  that 
Mr.  Hogan  quoted  when  he  said  he  drew  his  conclusion  that  an 
assessed  penalty  was  an  imposed  penalty. 

Mr.  Adkins.  Well,  the  correspondence  does  not  justify  him  in  that. 
It  is  perfectly  apparent  that  that  word  "assessed  '  was  used  in  that 
letter  with  tne  meaning  which  Senator  Walsh  has  given  to  it — "I 
am  simply  reminding  you  of  the  fact  that  this  is  assessed  on  you  and 
there  are  others  which  may  be  assessed'7 — or  ''This  is  in  addition  to 
the  other  penalties  which  you  have  incurred."  But  as  a  matter  of 
fact  no  other  penalty  was  assessed  and  it  could  not  be  collected  until 
it  was  assessed,  and  when  the  hearing  came  on  the  comptroller 
announced  that  he  had  no  intention  of  assessing  any  other  penalty, 
and  the  court  said  that  was  binding  upon  him. 

The  Chairman.  The  comptroller's  letter  will  show  just  what  he  said. 

Mr.  Adkins.  Certainly. 

Senator  Walsh.  Will  you  get  for  the  committee  that  part  of  the 
justice's  opinion  which  modifies  or  changes  this  language: 

As  to  whether  or  not  he  was  within  his  legal  right  in  imposing  a  fine  of  $5,000,  the 
court  decided  that  he  was  not. 
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I  understand  you  claim  that  that  needs  explanation.     Am  I  right? 

Mr.  Adkins.  Yes. 

Senator  Walsh.  You  say  that  the  justice  said  he  legally  could 
have  called  for  those  reports  and  he  legally  could  have  imposed  this 
fine  if  he  proceeded  in  a  technical,  legal  manner  in  doing  it  1 

Mr.  Adkins.  That  is  entirely  correct. 

Senator  Walsh.  One  reading  of  this  decision  is  that  the  whole 
thing  was  illegal.  Do  I  understand  that  vou  claim  that  is  not  Ae 
fact  ? 

Mr.  Adkins.  Entirely  correct. 

Senator  Walsh.  Mr.  Chairman,  excuse  me,  but  I  think  there  is  a 

?ossibility  of  a  serious  injustice  by  wrongly  construing  this  matter, 
'o  me  it  makes  a  great  deal  of  difference  whether  this  business  was 
illegal  or  whether  it  was  illegal  on  a  technicality. 

Mr.  Adkins.  Senator  Walsh,  you  have  entirely  stated  the  case. 
The  only  ground  upon  which  anything  was  decdied  in  favor  of  the 
bank  in  this  case  was  this  technicality,  and  I  have  always  thought 
that  the  court  might  with  equal  propriety  have  taken  the  other  view. 
The  plaintiff  did  not  go  into  court  on  that  ground.  They  would  not 
have  dared  to  go  into  court  on  a  technical  point  of  that  kind  and 
state,  "We  do  not  have  to  make  this  report,  because  four  officers  are 
directed  to  swear  to  it  instead  of  one."  They  called  the  comptrol- 
ler's attention  to  that.  They  did  not  state  it  in  their  bill,  and  it 
was  only  developed  in  the  argument. 

Senator  Walsh.  I  may  read  this  into  the  record  at  this  point.  It 
is  on  page  473  of  volume  44,  number  30,  of  The  Washington  Law 
Reporter  containing  the  printed  opinion.  After  the  court  had  dis- 
cussed at  great  length  the  powers  of  the  comptroller 

The  Chairman.  Had  not  the  whole  thing  better  go  in  if  it  has  not 
already  been  put  into  the  record  ? 

Mr.  Adkins.  I  think  it  might  go  in. 

Senator  Walsh.  It  is  very,  very  long — 72  pages. 

The  Chairman.  Oh,*  well,  I  guess  that  is  too  long. 

Mr.  Adkins  (reading) : 

The  actions  of  the  comptroller  on  the  basis  of  which  specific  charges  were  made  to 
the  effect  that  he  was  acting  in  excess  of  his  powers,  examined  in  the  Tight  of  the  views 
above  expressed,  must  V  e  held  as  lawful. 

The  iif  )rmiti  >n  cilled  f  >r  by  the  comptroller  in  regard  to  the  list  of  loans  in  excess 
of  $5,000  secured  bv  c  ^literals  should  have  been  furnished.  The  contention  is  made 
that  he  mkle  a  demmd  that  the  information  be  given  ,4  at  once."  but  that  fact  can  not 
be  cleiriy  asce  t  ined  from  reading  the  paragraph,  and  it  rather  appears  that  when 
the  comptroller  said  that  he  wanted  the  information  at  once  it  was  merely  in  answer 
to  the  suggestion  of  the  officers  of  the  bank  that  they  would  take  the  matter  up  with 
tfhe  be  a  d    f  directors. 

The  demand  to  be  informed  whether  or  not  the  plaintiff  was  maintaining  a  private 
telegraph  wire  connected  with  stock  brokerage  houses  in  New  York  was  an  emi- 
nently proper  inquiry,  but  so  was  that  set  forth  in  the  fifteenth  paragraph  of  the  bill, 
as  it  related  to  expenditures  being  made  at  the  time  by  the  bank. 

The  Chairman.  Mr.  Hogan  does  not  dispute  that  point  at  al{. 

Mr.  Adkins.  Mr.  Hogan  says  all  that  is  obiter  dicta. 
.  The  Chairman.  He  does  not  dispute  the  fact  that  the  judge 
said  it. 

Mr.  Adkins.  I  might  put  in  the  record  an  abstract  which  I  have 
made  of  the  opinion  in  this  case.  This  abstract  is  somewhat  different 
from  that  prepared  by  the  Department  of  Justice 

The  Chairman.  I  do  not  tnink  it  is  necessary,  unless  you  want 
to  put  it  in.     It  does  not  seem  to  me  that  it  is  necessary. 
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Mr.  Adkins.  It  will  enable  a  person  in  a  very  brief  space  to  get 
rery  comprehensive  view  of  the  opinion. 

The  Chairman.  Whose  abstract  is  this  ? 

Mr.  Adkins.  It  is  one  that  I  prepared  myself. 

Senator  Walsh.  If  it  is  needed,  we  can  call  for  it. 

It  looks  to  me  as  though  this  whole  question  were  getting  down, 
as  far  as  this  committee  were  concerned,  to  whether  or  not  these 
reports  were  asked  for  through  malice  and  ill  will.  I  do  not  think 
there  is  much  difference  about  the  legal  controversy  here,  but  I 
think  the  issue  which  we  have  to  face  and  which  Mr.  Williams  alone 
can  explain  here,  is  whether  he,  in  the  conduct  of  his  office,  was 
justified  in  asking  for  those  special  reports.  Did  he  do  it  in  the 
proper  spirit,  or  was  he  actuated  by  malice  and  ill  will,  and  was  he 
hounding  these  people  and  was  he  so  prejudiced  that  he  was  imposing 
upon  them  requests  and  obligations  that  were  not  proper  for  a 
public  official  ? 

Mr.  Adkins.  Senator  Walsh,  you  have  really  reached  the  next 
question  that  I  wish  to  take  up.  because  that  question  was  involved 
in  the  equity  cause  and  was  decided  in  the  equity  cause.  If  the 
committee  desires  it  I  can  give  you  a  concise  view  of  the  real  facts 
which  were  before  the  court  in  tnat  case  and  which  were  discovered 
by  Comptroller  Williams  as  results  of  these  special  reports. 

The  Chairman.  How  much  more  time  do  you  think  you  will  need, 
Mr.  Adkins  t 

Mr.  Adkins.  I  may  be  able  to  cover  it  by  1  o'clock. 

Senator  Gronna.  Of  course,  if  we  are  going  into  the  question 
suggested  by  Senator  Walsh,  I  can  see  where  it  will  be  necessary 
to  near  the  other  side  again. 

Senator  Walsh.  I  thought  we  did  hear  the  other  side.  I  under- 
stand Mr.  Hogan's  argument  to  be  that  this  man  is  unfit  for  public 
office,  he  has  hounded  this  bank,  that  he  has  made  request  after 
request  upon  them,  that  he  was  not  evenly  balanced  on  the  ques- 
tion of  dealing  with  the  Biggs  Bank,  or  some  other  banks,  Then 
he  cites  this  law  case  and  cites  other  things  and  brings  letters  here, 
all  going  to  prove  that  the  law  case  seemed  to  be  (Seared  up.  It 
seems  to  me  the  issue  that  we  have  got  to  decide  is  that  fundamental 
fact  of  whether  thi&  man's  mental  attitude  was  hostile,  whether  he 
was  actuated  by  malice  and  prejudice,  and  even  though  he  had  a 
technical  right  to  get  those  reports  he  asked  for  them  in  the  spirit 
of  hounding  or  persecuting  this  bank.  That  seems  to  me  the 
absolute  issue. 

Senator  Gronna.  The  question  of  asking  for  the  reports  is  one 
thing,  and  the  question  of  making  an  arbitrary  assessment  is  another, 
Senator. 

Senator  Walsh.  But  has  not  that  matter  been  legally  decided  ? 

Senator  Gronna.  I  do  not  think  it  has  been  decided  as  far  as  I 
can  read. 

Mr.  Adkins.  What  is  that,  Senator  ? 

Senator  Gronna.  As  far  as  I  can  read  from  the  record,  that  point 
which  the  Senator  from  Massachusetts  brings  up  has  not  been  de- 
cided. 

Senator  Walsh.  Do  you  say  this  record  does  not  show  that  the 
comptroller  had  a  legal  right  to  impose  a  fine  of  $5,000 — to  ask  for 
those  reports,  and  not  havmg  received  them,  to  impose  a  fine. 
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Senator  Gronna.  There  is  more  than  $5,000,  in  fact,  Senator.  In 
the  first  place  there  is  $5,000,  and  in  the  second  place  $160,000— 
$160,000  is  in  issue  just  as  much  as  the  $5,000. 

Senator  Walsh.  1  repeat,  Senator,  whether  that  is  so  or  not,  no 
matter  what  that  legal  proceeding  was,  the  fundamental  question  is, 
what  was  the  state  oi  mind  of  this  man  when  he  asked  for  those  report 
and  when  he  proceeded  to  bring  these  people  into  court  and  imposed  a 
fine  ?  That  is  the  thing  I  want  to  know,  and  which  I  am  very  anxious 
to  know,  because  if  I  am  convinced  that  this  man  or  any  other  man 
in  his  public  capacity  is  acting  through  prejudice  and  malice  I  shall 
have  pretty  decided  views  about  his  being  able  to  qualify  for  public 
service. 

Senator  Gronna.  I  think  that  is  very  true.  I  think  the  committee 
ought  to  know  that.  I  agree  with  the  Senator  as  to  the  last  part  of 
his  statement. 

Mr.  Adkins.  I  am  afraid  that  I  have  not  made  myself  clear  to 
Senator  Gronna  about  these  other  penalties  and  reports,  etc. 

The  bank  contended,  Senator,  that  every  call  made  by  the  comp- 
troller in  this  case  was  beyond  his  power;  that  he  did  not  have  the 
right,  in  substance,  to  do  it.  That  was  taken  up  and  argued  at  great 
length  by  both  sides.  The  court  went  down  the  list  in  this  paragraph 
I  started  to  read  you  a  moment  ago,  naming  them  one  by  one,  and 
said  that  every  call  made  by  the  comptroller  was  eminently  proper 
and  within  his  power,  and  related  to  the  condition  of  the  bank.  My 
recollection  is  that  in  all  of  the  calls  it  was  requested  and  directed 
that  the  reports  be  sworn  to  by  more  than  one  of  the  officers  of  the 
bank. 

Senator  Keynes.  How  do  you  account  for  that  ?  What  is  the  ex- 
planation of  it  ?     It  is  a  printed  form,  is  it  not  ? 

Mr.  Adkins.  No,  sir;  it  is  not  a  printed  form,  Senator.  The 
printed  form  relates  only  to  those  general  reports  which  shall  be  filed 
not  less  than  five  times  a  year. 

Senator  Keyes.  This  was  a  request  in  a  letter  ? 

Mr.  Adkins.  Yes,  sir;  they  were  all  letters.  So  that  he  over- 
looked the  fact  that  the  statute  did  not  require  them  to  be  sworn  to 
by  more  than  one  person,  and  the  defendants  apparently  overlooked 
it  because  they  swore  to  all  the  reports  that  tney  furnished  in  the 
way  that  he  directed;  and,  as  I  say,  the  defendants  apparently  over- 
looked the  fact  that  the  statute  required  only  one  oath,  because  in  the 
prior  reports  they  swore  to  them  in  the  way  in  which  he  directed. 

So  that  the  court  decided  that  every  call  which  he  made  was  en- 
tirely proper,  eminently  proper,  and  that  any  reasonable  man  would 
have  made  them. 

As  to  the  penalties ;  they  were  all  in  the  same  situation.  He  said 
that  the  comptroller  had  exceeded  his  rights  or  his  power,  had  gone 
beyond  the  statute  in  directing  that  it  be  sworn  to  by  more  than  one 
person,  so  that  this  $5,000  at  issue  could  not  be  collected.  The  rest 
of  it  was  not  at  issue.  There  was  no  attempt  made  to  collect  or 
assess  it.  In  the  first  place,  the  court  did  not  go  into  the  question 
as  to  whether  that  $160,000  might  be  collected.  He  said,  "  You  have 
the  right  to  do  it,  but  the  comptroller  has  said  that  he  is  not  going 
into  that,  and  that  answers  that  question/' 

Have  I  cleared  up  the  matter  ? 

Senator  Gronna.  I  think  I  understand  your  view  of  it,  Mr.  Adkins. 
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Mr.  Adkins.  Now,  proceeding,  Mr.  Chairman,  there  were  several 
suggestions  made  in  the  bill  of  acts  done  by  the  Secretary  or  by  some- 
body else  which  were  the  only  things  which  the  Secretary  could  see 
as  causing  the  plaintiff  to  believe  that  he  or  the  comptroller  had  any 
malice  toward  them. 

I  just  want  briefly  to  run  over  those  acts.  Some  of  them  have 
been  discussed  at  great  length.  You  remember  the  incident  about 
Lotta  M.  Taylor.  Lotta  M.  Taylor  was  employed  by  the  National 
City  Bank.  She  had  a  desk  in  the  comptroller's  office,  and  whenever 
these  general  reports  came  in  she  would  go  over  them  and  tabulate 
the  statistics  and  send  them  to  her  employer.  Shortly  after  Mr. 
McAdoo  came  into  office  he  discovered  that,  and  he  said,  "  That  is  not 
right.  If  one  bank  can  do  this,  every  bank  in  the  United  States 
ought  to  be  permitted  to  do  it.     It  smacks  of  'special  privilege. '" 

So  he  directed  that  she  should  not  be  permitted  to  do  that  any  more 
and  should  not  have  a  desk  in  the  comptroller's  office,  and  he  pub- 
lished a  little  statement,  I  think  about  April  23,  1913,  in  whicn  he 
stated  the  facts.  He  said  very  frankly,  ''There  is  not  anything  to 
indicate  that  Miss  Taylor  is  getting  any  advance  information  or  any- 
thing wrong,"  but,  he  said,  "It  is  bad  policy  and  it  should  not  be 
done,  and  ii  we  should  permit  it  to  be  done  m  the  case  of  one  bank 
there  is  always  a  possibility  that  other  banks  will  believe  that  such 
person  is  getting  advance  or  improper  information." 

That  is  all  there  was  to  it. 

The  Chairman.  He  did  not  think  there  had  been  any  control  of  the 
pipe  line  between  Wall  Street  and  the  bank  ? 

Mr.  Adkins.  No;  that  was  probably  controlled  by  higher  officials, 
if  there  was  any  control  at  all.     I  will  come  to  that  in  a  moment. 

There  has  been  apparently  a  great  deal  of  discussion  about  Lotta 
M.  Taylor,  and  just  in  connection  with  these  "half  truths' '  that  Mr. 
Hogan  spoke  so  much  about,  so  far  as  these  pleadings  are  concerned 
there  are  no  half  truths.  Those  pleadings  were  prepared  by  counsel, 
and  we  are  responsible  for  them,  and  I  think  Mr.  Hogan  will  acquit 
us  of  any  intentional  or  unintentional  half  truths.  There  may  be 
some  slight  mistakes.  Even  Mr.  Hogan,  with  his  marvelous  memory, 
when  he  undertook  to  give  the  name  of  Lotta  M.  Taylor,  could  not 
rerall  it  at  first  and  spoke  of  her  as  Rebecca  Taylor. 

In  that  connection  Mr.  Williams  says  in  his  affidavit  that  some 
clerk  was  expelled  from  the  Treasury.  Of  course,  the  information 
which  was  brought  to  his  attention  justified  that.  He  based  that 
upon  a  report  made  to  him  by  Examiner  Trimble  just  before  in  which 
Examiner  Trimble  spoke  of  this  incident  and  said  Miss  Taylor  had 
had  a  desk  in  the  Treasury  but  she  was  no  longer  employed  in  the 
Treasury  Building. 

Now  it  transpires  that  in  addition  to  doing  this  work  for  the 
National  City  Bank,  Miss  Taylor  was  one  of  25  or  30  other  young 
ladies  who  went  down  in  the  Redemption  Bureau  and  wTatched  the 
destruction  of  redeemed  currency.  So  she  really  was  not  expelled 
from  the  Treasury  Building.  Slie  is  still  in  the  building.  That  is 
heralded  to  you  with  great  vigor  as  an  untruth  on  the  part  of  the 
comptroller.  As  a  matter  of  fact,  she  was  expelled  from  the  building 
for  that  purpose.  It  is  hardly  to  be  expected  that  the  comptroller 
or  anybody  else  would  know  the  names  of  all  of  the  young  ladies 
down  in  the  basement  of  the  Treasury  Building.     If  there  was  any 
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mistake  in  the  use  of  that  word  "expelled"  it  was  our  mistake  and 
not  the  comptroller's. 

You  said  something  about  this  pipe  line,  Mr.  Chairman,  and  that 
is  discussed  at  some  length  in  the  Secretary's  affidavit,  and  in  rather 
an  interesting  way,  I  think. 

One  suggestion  made  here  is  that  the  Riggs  National  Bank  did 
not  have  its  share  of  Government  deposits.  As  to  Government 
deposits,  the  Riggs  National  Bank  and  the  National  City  Bank  of 
New  York  were  quite  closely  allied.  In  1903  and  for  some  years 
before  and  after,  the  National  City  Bank  of  New  York  had  deposits 
of  Government  funds  ranging  all  the  way  from  $14,000,000  to 
$18,000,000.  The  average  Government  deposit  of  public  funds  was 
about  $120,000,000.  So  you  can  see  that  this  bank  had  10  or  15 
per  cent  of  all  the  Government's  funds  on  deposit,  without  interest. 

In  about  April  of  1903  Mr.  Ailes,  who  had  then  been  Assistant 
Secretary  of  the  Treasury,  resigned  and  took  office  with  the  Riggs 
National  Bank  as  vice  president  and  also  as  some  official  of  the 
National  City  Bank,  living  at  Washington.  A  few  days  before  he 
resigned  $2,900,000  of  Government  funds  were  deposited  with  the 
Riggs  National  Bank,  and  that  national  bank  continued  to  have,  I 
think,  for  several  years  deposits  ranging  around  that  sum.  I  think 
their  deposits  for  a  period  of  10  or  15  years  averaged  over  $1,000,000 
a  day. 

I  do  not  know  whether  Mr.  McAdoo's  affidavit  has  been  put  in 
evidence  here,  but  there  is  a  table  filed  with  his  return  which  shows 
in  detail  those  figures. 

For  instance,  in  March,  1903,  the  deposit  was  $100,000.  On 
April  11  it  jumped  to  $3,000,000,  and  that  was  just  about  the  time 
that  Mr.  Ailes  resigned  and  took  office — or,  perhaps,  he  took  office  a 
little  later  with  the  Riggs  National  Bank.  That  deposit  runs  around 
$3,000,000;  $2,000,000  down  to  the  end  of  1907;  then  $1,600,000, 
and  from  that  time  on  it  varies  more  or  less  and  in  fact,  in  1911,  it 
goes  down  to  $1,000.  In  March,  1913,  when  Mr.  McAdoo  came  into 
office,  these  deposits  were  $100,000.  Shortly  after  he  came  into 
office  the  deposits  jumped  up  to  $1,300,000. 

One  of  the  first  things  that  Mr.  McAdoo  did  was  to  require  the 
payment  of  interest  bv  banks  holding  Government  deposits.  The 
National  City  Bank,  wfiich  had  this  enormous  percentage  of  the  Gov- 
ernment's funds  for  so  long  and  by  that  time  had  gotten  down  to 
about  $400,000,  I  think,  concluded  not  to  act  as  a  Government  de- 
positary any  longer,  and  did  not  pay  interest. 

The  Chairman.  You  do  not  know  just  when  the  Treasurer  issued 
his  order  requiring  the  payment  of  interest,  do  you  ? 

Mr.  Adkins.  My  recollection  is  it  was  June  1,  1913.  It  is  stated 
here  in  the  pleadings.  [After  examining  pleadings.]  That  is  right. 
The  National  City  Bank  was  discontinued  at  its  own  request  May 
31,  1913.     His  orcler  became  effective  on  June  1,  1913. 

Here  is  this  table  which  shows  the  average  in  1899  of  $14,000,000; 
in  1900,  $15,900,000;  1901,  $14,700,000 — '- 

The  Chairman.  That  is  the  City  Bank  ? 

Mr.  Adkins.  Yes,  sir.  It  was  stated  here,  I  think,  that  the  Riggs 
National  Bank,  which  had  had  its  average  of  $1,200,000  for  this  en- 
tire period  and  at  times  as  much  as  $3,000,000,  had  paid  dividends 
of  26  per  cent  on  a  capital  stock  of  $1,000,000.     With  a  deposit  of 
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Government  funds  of  $3,000,000,  it  might  be  a  very  easy  thing  to 
make  $260,000.  A  capable  banker  might  make  tfiat  much  upon. 
$3,000,000. 

The  Chairman.  You  want  to  be  correct  about  that,  of  course. 
You  said  the  average  deposit  was  $1,200,000? 

Mr.  Adkins.  Yes. 

Senator  Walsh.  What  were  the  total  deposits? 

Mr.  Adkins.  About  $8,000,000  at  the  time  this  litigation  began. 
I  am  simply  suggesting  that  for  a  long  time  before  Mr.  Williams  had 
anything  to  do  with  them  that  they  had  a  pretty  good  share  of  Gov- 
ernment deposits. 

Senator  Walsh.  And  the  dividend  paid  by  the  bank  was  26  per 
cent  ? 

Mr.  Adkins.  That  was  Mr.  Hogan's  statement  here — 26  per  cent. 

In  that  connection  there  was  discussion  as  to  the  deposits  for  the 
tax  fund  in  the  District.  You  gentlemen  know  that  our  taxes  fall 
due  here  in  May  of  each  year,  and  it  does  take  a  very  substantial 
amount  of  cash  out  of  the  local  banks. 

In  1905  Mr.  Glover  suggested  to  the  Treasury  Department  that 
perhaps  half  of  those  tax  funds  should  be  deposited  back  with  the 
national  ban!-s  in  proportion  to  their  total  deposits;  and  that  was 
done  until  the  year  1914,  when  he  said  that  his  bank  received  none 
of  the  deposits,  and  when  he  inquired  he  was  informed  in  that  letter 
written  by  the  Secretary,  which  you  wiO  remember,  that  the  Sec- 
retary did  not  think  it  would  be  proper  to  put  those  funds  with 
them  and  that  he  had  concluded  not  to  make  any  further  Govern- 
ment deposits  with  them. 

It  is  true  that  Mi.  Glover  did  start  this.  It  was  a  very  good  thins: 
to  do.  It  is  also  true  that  during  the  time  it  lasted  his  bank  got 
considerably  more  than  its  proportion  of  its  deposits.  I  am  referring 
to  Mr.  McAdoo's  affidavit.  The  first  deposit  was  made  in  May  of 
11)05.  The  Riggs  National  Bank  got  about  two-thirds  of  the  de- 
posits of  the  Government  funds — $1,600,000.  The  rest  of  the  de- 
posits were  divided  among  three  other  national  banks,  one  getting 
?660,0OO;  one  getting  $405,000;  and  one  getting  $315,000,  or  a  total 
of  considerably  over  $1,300,000.  There  were  still  a  half  a  dozen 
other  national  ban!:s  in  Washington  at  that  time,  but  they  did  not 
get  any. 

At  that  time  the  Riggs  National  Bank  had  about  one-third  of  the 
deposits  of  all  the  national  banks  in  the  District;  so  it  got  twice  its 
proportionate  share.  It  always  had  more  than  its  share.  In  the 
next  year  it  got  $1,370,000,  and  the  balance  of  the  funds  were  depos- 
ited in  a  large  number  of  the  other  banks. 

The  Chairman.  You  mean  to  say  that  the  bank  always  had  over 
11,000,000? 

Mr.  Adkins.  Alwavs  had  a  larger  proportion  than  would  be  repre- 
sented by  its  share  of  the  deposits. 

The  Chairman.  During  the  years  that  this  controversy  was  on  ? 

Mr.  Adkins.  Down  to  1914.  It  is  perfectly  true  that  in  1914  it 
did  not  get  anything. 

The  Chairman.  That  is  all  Mr.  Hogan  claimed. 

Mr.  Adkins.  No;  Mr.  Hogan  claimed  that  they  always  got  only 
their  proportionate  3hare.     The  fact  is  that  when  they  started  out 
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Here  was  $50,000  in  the  largest  National  Bank  in  the  city  of  Wash- 
ington, and  the  officers  say,  "We  can  not  tell  you,  Mr.  Comptroller, 
whose  money  that  is. " 

Senator  Gkonna.  Was  it  not  deposited  to  the  credit  of  Flather  and 
Flather  ? 

Mr.  Adkins.  No,  sir.  There  was  an  account  upon  the  books  of  the 
bank  running  "  Flather  and  Flather. "  It  was  an  account  of  the  bank, 
and  was  so  credited,  of  $50,000. 

Senator  Gronna.  You  mean  it  showed  a  profit 

Mr.  Adkins.  It  showed  a  credit  balance  there,  including  stocks  and 
securities  which  they  had,  and  their  cash. 

Senator  Walsh.  Which  had  come  from  loans  ? 

Mr.  Adkins.  Which  had  come  from  commissions  made  upon  real 
estate  loans,  and  commissions  upon  the  stock  brokerage  business 
which  had  been  conducted  by  the  bank  throughout  its  history. 

Senator  Walsh.  In  other  Vords,  $50,000  was  accumulated  in  an 
account  of  the  bank  which  had  been  gathered  together  from  commis- 
sions charged  by  the  bank  for  real  estate  and  stock  brokerage  trans- 
actions ? 

Mr.  Adkins.  Yes. 

Senator  Henderson.  Do  I  understand  that  the  bank  was  in  that 
business  and  charged  those  percentages,  or  was  it  a  firm  of  individuals 
that  has  been  referred  to  here  and  they  turned  it  over  to  the  bank? 

Mr.  Adkins.  That  was  the  question,  Senator. 

Senator  Walsh.  So  that  that  was  brought  about  by  transactions 
of  a  character  which  has  in  recent  years  been  legislated  against,  of 
collecting  bonuses  ? 

Mr.  Adkins.  No,  Senator.  It  was  brought  about  by  transactions 
which,  at  the  time  it  was  organized,  were  declared  to  be  illegal  or 
ultra  vires  as  to  a  national  bank.  They  were  transactions  which  a 
national  bank,  as  a  national  bank,  could  not  legally  do. 

Let  me  give  you  the  history  of  that  account.  The  accounts  were 
carried  on  in  all  sorts  of  ways  for  a  period  of  18  years.  The  money 
always  got  back  to  the  bank.  These  officers  said,  "If  you  ask  us,  wo 
say  we  have  a  legal  right  to  the  money,  but  we  say  we  do  not  propose 
to  take  it.  The  bank  is  going  to  get  it";  and  the  bank  always  did 
get  it.  They  were  in  a  quandary  there.  If  they  said  that  the  money 
was  the  money  of  the  bank,  then  it  meant  that  the  bank  throughout 
its  existence  had  been  violating  the  law,  and  they  admitted  that  it 
violated  the  law.  If  they  said  that  it  was  their  money,  the  money 
of  Flather  and  Flather,  and  they  proposed  to  keep  it,  then  they  had 
this  situation;  they  made  far  more  tnan  $50,000.  Here  was  money 
that  was  made  by  the  officers  of  the  bank  in  banking  hours  by  the 
use  of  bank  funds,  bank  books  and  bank  clerks  without  a  dollar  of 
expense  to  themselves.  There  was  on  hand  at  that  time  about 
$50,000. 

If  they  said,  "This  is  ours  and  we  are  going  to  keep  it  ourselves," 
that  was  not  a  very  nice  position  to  take. 

Senator  Gronna.  Do  you  mean  to  say  that  it  used  the  bank's 
funds  in  that  way  ? 

Mr.  Adkins.  Tliey  would  use  the  bank's  credit  in  buying  stocks 
that  they  bought. 

Senator  Gronna.  But  you  just  stated  that  they  were  using  the 
bank's  funds. 
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Mr.  Adkins.  Yes,  sir;  they  were  using  the  bank's  funds;  and  if 
thev  did  not  have  enough  money  to  the  credit 

The  Chairman.  Are  you  quoting  now  from  the  affidavit? 

Mr.  Adkins.  Yes,  sir;  I  am  telling  you  the  substance  of  the  affi- 
davits. 

Senator  Gronna.  That  is  a  very  serious  proposition,  if  they  were 
using  the  bank's  funds. 

Mr.  Adkins.  They  did  borrow  the  bank's  funds  whenever  they 
needed  the  money. 

Senator  Gronna.  That  is  a  wholly  different  proposition,  if  you 
understand  banking. 

Mr.  Adkins.  I  think  I  have  some  slight  knowledge  of  it,  although 
I  am  not  a  practical  banker,  Senator. 

Let  me  tell  vou  how  they  borrowed  the  bank's  funds.  When  they 
wanted  to  make  a  loan,  of  course  they  could  not  get  all  these  trans- 
actions  

Senator  Gronna.  Let  me  ask  vou  this  question;  As  a  matter  of 
law,  are  national  banks  permitted  to  do  a  real  estate  business  ? 

Mr.  Adkins.  No. 

Senator  Gronna.  They  are  not? 

Mr.  Adkins.  No. 

Senator  Gronna.  Would  there  be  any  other  way  that  the  officers^ 
of  the  bank  could  transact  a  real  estate  business  than  to  borrow 
that  money  themselves  and  transact  the  business  legally  ? 

Mr.  Adkins.  They  can  transact  it  with  their  own  capital  if  they 
want  to. 

Senator  Gronna.  Of  course,  if  they  had  their  own  capital;  but  if 
they  did  not  have  the  capital,  the  only  way  would  be  to  borrow  the 
money  from  somebody  or  from  some  bank. 

The  Chairman.  You  do  not  claim  as  a  matter  of  fact  that  the  bank 
invested  its  own  funds  in  this  stock  brokerage  business  ? 

Mr.  Adkins.  I  do  not  claim  that  they  took  funds  out  of  the  bank 
without  putting  a  new  note  there,  but  I  do  claim  that  they  used  the 
credit  of  the  bank  when  they  bought  stocks. 

Senator  Gronna.  I  think  you  made  the  statement  inadvertently, 
but  if  the  statement  which  you  made  a  moment  ago  is  true,  of  course 
the  bank  officials  were  not  only  negligent  but  they  were  criminally 
violating  the  law,  every  banking  law  that  I  know  of  was  violated 
if  they  were  using  the  bank's  funds  for  the  purpose  of  making  profit 
for  themselves.  I  want  to  have  your  statement  read  for  your  infor- 
mation, because  I  am  a  practical  banker  in  a  small  way 

Mr.  Adkins.  I  remember  my  statement.  I  said  they  were  using 
bank's  funds. 

Senator  Walsh.  By  "they"  you  mean  the  officials,  the  officers  of 
the  bank  ? 

Mr.  Adkins.  Yes,  sir. 

Senator  Walsh.  The  officers  of  the  bank  were  borrowing  money 
for  themselves  or  for  the  bank.  In  what  name  were  the  stocks 
bought  ? 

Mr.  Adkins.  In  the  name  of  the  bank. 

Senator  Walsh.  So  the  officers  of  the  bank  were  borrowing  money 
from  the  bank  and  buying  stocks  in  the  name  of  the  bank.  Is  that 
right? 
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Mr.  Adkins.  They  were  not  even  going  that  far,  Senator.  What 
they  did  was  to  buy  their  stocks  from  their  brokers,  and  the  brokers 
carried  that  account  in  the  name  of  the  Riggs  National  Bank.  It 
did  not  require  any  money  or  collateral,  because  the  Riggs  National 
Bank  had  plenty  of  credit,  and  w^hen  the  broker  would  send  up  the 
stock  he  would  get  credit  in  his  pass  book  with  the  Riggs  National 
Bank  for  the  cost  of  the  stock. 

Senator  Gbonna.  You  say  this  profit  would  go  to  the  officers  of 
the  bank  and  not  to  the  bank  ? 

Mr.  Adkins.  No,  sir;  I  did  not  say  that.  I  said  it  always  got  to 
the  bank. 

Senator  Walsh.  The  profits  went  into  this  account,  as  I  under- 
stand it  ? 

Mr.  Adkins.  Yes,  sir;  they  went  into  this  account.  I  mav  be 
mistaken  about  saying  they  always  got  to  the  bank.  They  did  not 
always  get  to  the  bank:. 

Senator  Walsh.  Why  should  not  the  profits  hare  gone  in  as  an 
asset  instead  of  in  the  personal  account? 

Mr.  Adkins.  Because  that  would  be  an  indication  that  they  were 
doing  this  thing  which  was  illegal. 

Senator  Gronna.  Just  going  back  to  my  proposition  that  it  is 
illegal  for  national  banks  to  transact  any  real  estate  business,  and 
this  was  known  generally  by  the  comptroller  of  the  currency 

Mr.  Adkins.  It  was  known  by  all  prior  comptrollers;  I  have  no 
doubt  of  that. 

Senator  Walsh.  He  says  it  was  the  beginning  of  the  break. 

Mr.  Adkins.  You  interrupted  me  there.  It  was  the  break.  You 
asked  me  how  they  got  this  money.  I  say  they  got  some  of  the 
money  by  dummy  loans.  One  of  those  was  explained  by  Mr.  Hogan. 
You  recall  that  ? 

Senator  Gronna.  Ye3. 

Mr.  Adkins.  It  was  an  $86,500  loan  they  were  wanting  to  make, 
and  they  did  not  have  the  money.  One  of  their  tellers  made  the 
note.  No  one  knew  that  was  really  Mr.  Glover's  loan.  That  was  a 
concealed  or  dummy  note,  and  it  was  an  improper  banking  practice. 
It  may  have  been  entirely  safe ;  but  there  is  not  one  rule  for  the  man 
who  comes  out  safe  in  his  bank  and  one  for  the  man  who  fails.  The 
rich  and  the  poor,  the  successful  and  the  unsuccessful  bank  are 
bound  by  the  same  rule. 

Senator  Gronna.  My  only  purpose  is  to  get  at  the  facts,  to  get 
the  truth. 

Mr.  Adkins.  I  would  not  for  a  moment  mislead  you,  Senator,  or 
give  any  half  truths. 

Senator  Gronna.  I  know  that. 

Mr.  Adkins.  As  a  matter  of  law  and  equity  in  my  judgment  they 
were  doing  this  business  upon  the  funds  of  the  bank.  In  other  words, 
they  continued  to  do  what  they  might  have  done  as  a  private  banking 
firm  but  what  was  unlawful  for  a  national  bank  to  do.  They  did  it 
until  Comptroller  Williams  started  his  series  of  calls,  and  by  the  time 
he  got  through  they  had  quit  these  unlawful  things 

Senator  Gronna.  But  what  troubles  me — I  am  kind  of  slow  to  get 
at  these  things;  I  know  that. 

Mr.  Adkins.  No,  you  are  not  slow,  Senator. 
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Senator  Gronna.  What  troubles  me  is  this:  If  the  bank  officials 
were  doing  business  in  the  name  of  the  bank,  it  mattered  nothing 
whether  they  used  actual  money  or  not.  If  they  used  the  credit  of 
the  bank,  and  if  they  made  a  profit  by  using  the  credit  of  the  bank, 
whether  cash  or  otherwise,  it  makes  no  difference.  I  say  that  would 
be  an  absolutely  illegal  act  and  a  violation  not  only  of  law  but  of  all 
the  fundamental  principles  of  good  banking,  if  that  profit  actually 
went  into  the  pockets  01  these  officials  as  individuals,  and  if  it  did  not 
go  to  the  credit  of  the  bank. 

That  is  what  I  can  not  understand.  You  are  stating  here  that  they 
used  the  credit  of  the  bank.  We  do  not  need  to  dissociate  cash  and 
credit  at  all.  We  all  understand  what  that  means.  Did  the  officials 
of  the  Riggs  National  Bank  use  the  money  or  the  credit  of  the  Riggs 
National  Bank  in  these  business  transactions,  and  did  they  pocket  this 
money  ? 

Mr.  Adkins.  The  best  way  I  can  answer  that  is  to  give  you  the 
history  of  the  entire  account;  but  I  will  say  that  they  did  use  the  credit 
of  the  bank.  When  Mr.  Trimble  came  along  and  found  these  two 
accounts  he  was  told  by  the  Flathers,  "Yes,  those  profits  go  to  us"; 
and  one  of  them  said,  "I  will  show  you  my  income-tax  return  if  you 
want  to  see  it  as  proof." 

Afterwards  they  said,  "No;  these  things  are  ours.  We  think  we 
have  got  the  right  to  them,  but  we  do  not  take  them,  and  we  always 
turn  tnem  over  to  the  Riggs  National  Bank."  Mr.  Hogan  explained 
to  you  that  they  used  this  fund  for  purposes  for  which  a  national 
bank  could  not  use  it.  Some  reference  was  made  to  the  fact  that 
somebody  referred  to  it  as  a  slush  fund.     He  said : 

If  we  want  to  make  a  contribution  to  the  inauguration  of  the  President,  a  national 
bank  can  not  do  that,  but  these  officers  of  the  bank  can  make  the  contribution  in  the 
name  of  the  bank.  If  we  want  to  send  a  clerk  to  attend  the  bankers*  convention,  the 
bank  can  not  pay  his  expenses,  but  the  officers  of  the  bank  can  pay  the  expenses  of  this 
clerk. 

Senator  Gronna.  That  is  what  Mr.  Hogan  says  ?  But  what  do  you 
sav  about  it  ? 

Mr.  Adkins.  I  say  they  did  that  thing  and  I  say  as  a  matter  of 
equity  this  fund  from  the  beginning  belonged  to  the  Riggs  National 
Bank,  and  that  the  reason  the  Flathers  and  the  other  officers  of  the 
bank  would  not  state  the  ownership  of  it  was  because  they  were  afraid 
that  was  so. 

Senator  Gronna.  Where  did  the  money  really  get  to  ? 

Mr.  Adkins.  The  money  got  back  to  the  bank.  If  they  had  a  loss, 
they  charged  it  off  to  this  account. 

Senator  Walsh.  Has  anybody  ever  been  able  to  see  the  checks 
drawn  against  this  old  account  ? 

Mr.  Adkins.  I  do  not  recall  about  that,  Senator. 

Senator  Walsh.  I  suppose  the  reason  why  the  comptroller  later 
asked  for  all  the  letters  and  reports  and  what  papers  and  documents 
had  been  destroyed  was  because  he  was  making  a  search  for  this 
account? 

Mr.  Adkins.  That  had  something  to  do  with  it. 

Senator  Walsh.  If,  as  you  say,  this  was  the  basis  of  the  trouble 
vith  the  bank,  I  think  it  important  that  you  go  ahead  and  give  us  a 
statement  of  this  account  as  concise  as  possible. 
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Mr.  AdKiNS.  The  Riggs  National  Bank  is  the  continuation  of  a 
private  banking  firm.  There  was  no  reason  in  the  world  why  that 
private  banking  firm  could  not  lend  all  its  capital  and  invest  in  real 
estate  loans  or  buy  stocks  and  bonds  for  itself  and  for  customers, 
but  the  moment  it  became  a  national  bank  it  could  not  do  any  of 
those  things.  It  could  not  make  real  estate  loans  on  commissions; 
it  could  not  make  loans  on  real  estate  and  invest  in  stocks  and  bonds 
for  itself  or  do  a  stock  brokerage  business.     It  did  all  of  those  things. 

The  Chairman.  There  is  just  one  point  I  want  to  ask  you  about  \ 
I  am  trying  to  find  Mr.  Hogan's  testimony  in  regard  to  this  matter 
under  discussion,  but  I  do  not  happem  to  be  able  to  put  my  eye  on  it 
now.  As  I  remember,  these  brokerage  accounts  were  the  individual 
accounts  and  not  bank  accounts  ? 

Mr.  Adkins.  They  were  accounts  upon  the  books  of  the  bank  in  the 
name  of  these  two  individuals. 

The  Chairman.  Yes,  which  was  perfectly  proper  at  that  time; 
but  as  I  say,  it  was  the  custom  of  ail  the  banks,  if  I  remember  Mr. 
Hogan's  testimony,  to  keep  accounts  with  this  broker's  office  here 
in  Washington,  but  all  the  profits  made  went  to  the  bank,  as  I  remem- 
ber his  statement. 

Mr.  Adkins.  He  says  that  all  the  profits  went  to  the  bank. 

The  Chairman.  You  do  not  dispute  that  ? 

Mr.  Adkins.  Yes;  he  is  not  entirely  correct  as  to  that,  though  he 
•described  the  history  of  the  account  accurately;  he  did  not  make 
any  misstatement  as  to  where  the  funds  went.  But  you  have  not 
remembered  it  in  sequence,  Senator.  So  far  as  other  banks  are 
concerned — and  I  do  not  know  anything  about  them — I  do  not 
think  it  has  anything  to  do  with  this  case.  If  this  bank  violated 
the  law,  I  do  not  see  that  it  helps  it  out  to  say  that  other  banks  in 
the  community  were  doing  the  same  thing. 

But,  Mr.  Chairman,  just  let  me  run  down  here  to  refresh  your  recol- 
lection as  we  go  along.  This  bank  was  organized  in  1896.  Until  the 
1st  of  January,  1897,  only  a  few  months,  perhaps  six  months,  it  did 
this  entire  business  in  its  own  name.  It  conducted  a  real  estate 
brokerage  business  and  a  stock  brokerage  business  in  its  name. 
That  is  admitted. 

The  Chairman.  Yes;  I  do  not  understand  that  that  is  disputed. 

Mr.  Adkins.  That -was,  of  course,  wrong.  They  did  not  have  any 
right  to  do  that;  and  that  would  answer  one  of  the  questions  that 
you  put,  Senator  Gronna. 

In  January,  1897,  it  organized  the  firm  known  as  Glover,  Hyde, 
Johnston  et  al.  There  were  six  stockholders  in  this  bank.  Five  of 
them  wanted  to  enter  into  this  business  of  real  estate  brokerage 
and  the  other  did  not  care  to  go  in,  so  that  they  organized  a  firm 
consisting  of  the  five  and  they  had  a  capital  of  $30,000,  and  they 
conducted  a  real  estate  brokerage  business  in  the  name  of  the  firm. 
All  of  the  profits  made  by  that  firm  were  divided  among  the  stock- 
holders of  the  firm. 

The  Chairman.  On  page  33  of  Mr.  Hogan's  testimony  I  find  this 
statement : 

Under  the  national  banking  law  a  national  bank  had  no  right  to  lend  money  on 
real  estate,  and  under  the  construction  of  that  law  by  the  office  of  the  Comptroller  of 
the  Currency  a  national  bank  had  no  right  to  lend  money  on  notes  which  were  secured 
.by  real  estate  notes.    If  John  Jones  owned  a  note  for  $5,000  that  was  collaterally 
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secured  on  a  building  worth  $50,000,  and  he  wanted  $4,000  and  he  went  to  a  national 
hank  and  eave  his  personal  note  for  $4,000  and  gave  the  So, 000  real  estate  note  as 
smirity.  the  comptroller's  office  held  that  was  within  the  prohibition  of  the  law. 
The  comptroller *s  office  erroneously  so  held  because  subsequently,  about  the  year 
IflOfj.  the  United  States  Supreme  Court,  whose  conclusions  on  that  subject  are  binding 
both  on  hanks  and  the  comptroller,  held  that  the  comptroller's  office  and  the  Treasury 
Department  had  been  all  wrong  in  that  construction  aud  that  a  national  bank  had  a 
perfect  right  to  lend  money  on  personal  notes,  even  though  those  personal  notes 
were  buttressed  and  secured  bv  real  estate  notes. 

Mr.  Adkins.  Mr.  Chairman,  that  is  not  the  kind  of  question  I 
have  in  mind.  That  particular  transaction  does  not  have  anything 
to  do  with  these  Glover  and  Flather  and  Flather  and  Flather  accounts. 

The  Chairman.  You  were  speaking  of  real  estate  loans. 

Mr.  Adkins.  I  mean  the  business  of  making  loans  on  real  estate. 
I  do  not  mean  the  business  of  lending  monev  by  the  bank  on  the 
security  of  real  estate.  I  do  not  agree  with  Mr.  Hogan  in  wrhat  he 
>avs  there  about  the  law,  but  that  is  not  the  question  that  I  am 
talking  about  just  now\  He  admits  that  a  national  bank  has  no 
right  to  make,  as  a  real  estate  broker,  loans  for  others  on  real  estate. 
You  know  we  have  any  number  of  men  in  this  town  whose  business 
it  is  to  loan  money  in  that  way.  If  you  wrant  to  borrow  money  on 
real  estate,  you  go  to  them  and  they  have  a  client  who  will  furnish 
you  the  money  and  they  wrill  charge  you  a  commission.  That  is 
what  the  bank  was  doing. 

Senator  Walsh.  In  other  words,  to  get  around  that  law  which 
prohibited  a  national  bank  from  doing  that,  five  officers  formed  on 
the  side  a  corporation,  and  all  the  things  that  the  banking  laws 
prevented  their  doing  as  a  bank,  they  did  in  that  way? 

Mr.  Adkins.  Yes,  sir. 

The  Chairman.  When  did  that  begin  ? 

Mr.  Adkins.  It  began  in  January,  1897,  and  continued  until  1902. 

The  Chairman.  It  was  not  a  national  bank  ? 

Mr.  Adkins.  Yes;  it  wras  organized  in  1896,  Senator. 

The  Chairman.  What  was  it  before  that  time? 

Mr.  Adkins.  It  wras  a  private  banking  firm  that  had  a  right  to  do 
pretty  much  as  it  pleased. 

The  Chairman.  I  understand  Mr.  Hogan  said  that  this  custom 
was  discontinued  after  the  bank  had  become  a  national  bank. 

Mr.  Adkins.  That  is  their  contention,  but  it  never  seemed  to  me 
that  that  was  a  defense,  that  if  the  members  of  a  private  banking 
firm  wanted  to  become  a  national  bank  they  wanted  to  do  it  for  the 
purpose  of 

The  Chairman.  I  merely  want  to  get  the  record  straight;  that  is 
all. 

Mr.  Adkins.  They  contend  that  this  grew  up  as  a  private  firm 
that  had  been  in  the  habit  of  doing  certain  things  ana  it  was  the 
onlv  way  to  keep  their  business. 

Senator  Walsh.  Did  the  private  real  estate  brokerage  corporation 
borrow  money  from  the  Riggs  National  Bank  ? 

Mr.  Adkins.  I  am  not  clear  about  that,  Senator,  but  I  have  not 
anv  doubt  that  it  did,  and  I  also  have  not  any  doubt  that  when  it 
did  they  put  up  security. 

Senator  Walsh.  In  other  words,  do  vou  know  whether  or  not  the 
Riggs  National  Bank  financed  and  really  were  the  promotors  of  this 
real-estate  brokerage  company  ? 
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estate  brokers,  making  loans  upon  commissions  upon  real  estate. 
The  bank  continued  to  do  botlTof  those  businesses.  It  had  no  legal 
right  to  do  so.  It  was  in  violation  of  its  powers. .  It  was  a  violation 
of  the  law.  But  for  six  months  openly,  and  without  any  question, 
it  continued  these  illegal  businesses. 

They  continued  in  the  name  of  the  bank  the  stock  brokerage  busi- 
ness until  1906.  For  a  full  period  of  10  years  the  stock-brokerage 
business  was  done  in  the  name  of  the  bank,  by  the  bank,  on  the 
credit  of  the  bank,  and  with  the  funds  of  the  bank,  and  the  bank 
openly  got  all  of  the  money  made  from  that  brokerage,  and  that 
was  in  absolute  violation  of  the  law. 

Senator  Fletcher.  May  I  interrupt  just  there  a  moment? 

Mr.  Adkins.  Ye3,  Senator. 

Senator  Fletcher.  As  I  gathered  from  Mr.  Hogan,  his  position 
about  that  stock  brokerage  business  was  that  it  was  really  not  what 
we  would  properly  designate  as  a  stock  brokerage  business,  but  that 
it  was  a  land  of  an  agency  for  affording  customers  of  the  bank  con- 
tact with  a  local  concern  that  dealt  solely,  I  gathered  from  his  tes- 
timony, in  local  stocks  and  bonds  for  investment  purposes,  and  that 
all  the  banks  of  the  city  had  the  same  connection  that  Riggs  Bank 
had  with  that  business. 

Mr.  Adkins.  I  have  no  doubt,  Senator,  that  the  business  started 
because  the  old  firm  of  Riggs  &  Co.  had  been  doing  that  character 
of  business  for  its  clients.  But  that  did  not  change  the  law  any. 
When  Riggs  &  Co.  became  a  national  bank,  they,  of  course,  were 
subject  to  the  national  bank  law,  and  what  they  did  was  in  direct 
violation  of  that  law.     It  was  ultra  vires  their  powers. 

Senator  Fletcher.  I  catch  that  point  all  right,  but  I  thought  I 
might  direct  your  attention  to  Mr.  Hogan  *s  statement  about  that 
with  a  view  to  having  you  state  whether  that  was  the  real  situation 
or  not. 

Mr.  Adkins.  I  do  not  know  what  other  national  banks  were  doing, 
Senator.  I  do  not  understand  that  they  were  doing  this  openly,  as 
the  Riggs  Bank  was.  It  is  stated  that  the  officers  of  other  national 
banks  conducted  business  of  this  character  in  their  own  names  and 
for  their  own  benefit.     That  may  be  so. 

Senator  Fletcher.  You  do  not  know  whether  they  were  connected 
up  by  private  wire,  and  that  sort  of  thing,  as  this  bank  was  ? 

Mr.  Adkins.  No,  I  do  not  know. 

Senator  Fletcher.  Do  you  know  whether  this  was  a  brokerage 
business  simply  confined  to  local  stocks  and  bonds  ? 

Mr.  Adkins.  It  was  not,  for  this  reason,  Senator:  It  appears  in 
our  record  that  until  January,  1910,  all  commissions  upon  the  out-of- 
town  business  were  paid  directly  to  the  bank.  Oh,  no,  the  stock 
brokerage  business  in  Washington  is  quite  slight,  if  you  confine  it  to 
our  local  securities.  You  can  pick  up  the  paper  anv  day  and  see 
perhaps  20  or  30  securities  listed  there.  The  real  bulk  of  the  busi- 
ness is  done  in  New  York  and  in  securities  that  are  foreign  to  us. 

As  I  pointed  out,  the  stock-brokerage  business  was  carried  on  in 
the  name  of  the  bank  altogether  until  1906,  for  a  period  of  10  years. 
The  real-estate  brokerage  business  was  carried  on  in  the  name  of  the 
bank  for  all  of  that  period  except  an  interval  of  five  years,  between 
January,  1897  and  1902,  and  during  that  period  it  was  carried  on  by 
a  firm  of  Glover,  Hyde,  Johnston,  and  others,  composed  of  five  of 
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the  six  stockholders  of  the  bank.  It  was  explained  that  the  sixth 
stockholder  did  not  care  to  carry  on  that  business.  They  had  a 
capital  of  $30,000,  and  they  conducted  the  business  in  their  own 
name,  and  with  their  own  capital,  and  I  believe  during  that  time 
this  partnership  made  a  profit  of  some  $46,000,  which  was  divided 
among  the  partners. 

In  1902  the  capital  of  the  bank  was  enlarged  and  the  stock  went 
into  many  hands.  Theretofore  it  had  been  in  the  hands  of  six 
people,  I  think.  So  that  the  bank  officers  said,  "It  is  no  longer 
roper  for  U3  to  carry  on  this  business  and  make  the  profit.  The 
ank  ought  to  have  the  profit  of  the  real  estate  brokerage  business." 
And  so  tne  real  estate  brokerage  business,  as  well  as  the  stock-broker- 
age business,  for  the  next  four  years  was  carried  on  in  the  name  of 
the  bank,  and  by  the  officers  of  the  bank.  The  profits  went  into  an 
account,  I  believe  called  the  "Commission  account."  That,  of 
course,  was  in  direct  violation  of  the  law  and  beyond  the  powers  of 
this  bank. 

In  1906  a  new  examiner  came  along,  and  he  found  this  account, 
and  they  told  him  that  while  this  was  done  in  the  name  of  the  bank, 
it  was  really  done  by  the  officers  privately,  by  Mr.  Glover  and  Mr. 
William  J.  Flather,  in  whose  names  the  seats  upon  the  local  exchange 
stood.  As  I  understand  it,  the  bank  examiner  said,  "If  that  is  so, 
let  your  books  show  what  the  fact  is.  If  these  men  are  oarrying  on 
the  business,  you  had  better  carry  it  on  your  books  that  way." 
And  thereupon  they  opened  two  accounts,  Glover  and  Flather,  which 
meant  the  president  and  vice  president  of  the  bank,  and  Flather 
and  Flather,  which  meant  the  same  vice  president  and  the  cashier 
of  the  bank. 

Glover  and  Flather,  then,  got  all  of  the  commissions  made  on 
real-estate  loans.  Flather  and  Flather  got  the  commissions  on  the 
local  stock-exchange  business  until  1910.  After  1910  they  got  it  all. 
The  stock-sale  commissions  outside  of  Washington  up  to  1910  went 
directly  to  the  bank. 

That  was  the  situation  in  May,  1914,  when  Examiner  Trimble 
found  this  account  for  the  first  time.  I  should  say  that  Glover  and 
Flather  had  been  closed  out  and  the  balance  transferred  to  Flather 
and  Flather,  so  that  Flather  and  Flather  then  had  the  entire  $50,000 
which  was  left  there  and,  as  you  will  recall,  at  first  Flather  and 
Flather  made  the  claim  that  that  was  theirs,  and  they  got  $5,000  a 
year  out  of  it,  and  then  later  the  officers  of  the  bank  said,  "While 
that  may  be  theirs  legally,  they  have  never  gotten  a  profit  out  of  it, 
and  do  not  claim  to  get  a  dollar  of  profit  out  of  it;  but  we  can  not 
tell  you  whose  account  it  is." 

I  say,  as  a  lawyer,  upon  a  careful  examination  of  all  of  the  facts  of 
the  case,  that  it  is  pretty  clear  that  the  funds  legally  and  equitably 
belong  to  the  bank  and  not  to  the  officers  of  the  bank,  and  I  base 
that  upon  the  way  in  which  the  business  was  being  done.  It  was 
seen  that  the  bank,  during  18  years,  had  managed  to  do  what  the 
law  forbade.  The  business  of  making  loans  on  commissions  on  real 
estate  and  of  selling  stocks  on  commission,  which  no  national  bank 
could  lawfully  do,  had  been  carried  on  without  pause  for  18  years,  a 
large  part  of  the  time  in  the  name  of  the  bank.  The  rest  of  the  time 
it  had  been  carried  on  in  the  name  of  the  president  and  vice  president 
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and  cashier  of  the  hank,  and  every  dollar  of  that  money  had  ulti- 
mately found  its  way  to  the  treasury  of  the  bank. 

Apparently  the  work  was  done  by  the  officers  of  the  bank,  in  bank- 
ing nours;  the  details  were  carried  on  by  the  bank  clerks,  the  accounts 
kept  in  the  bank  books,  the  bank  stationery  was  used,  and  the  bank 
funds  were  used.  If  Glover  and  Flather  or  Flather  and  Flather 
had  credit  and  a  man  came  along  and  wanted  to  borrow  $10,000,  and 
$10,000  was  there,  that  $10,000  would  be  used.  If  neither  one  of 
these  accounts  had  sufficient  money  to  take  up  a  loan,  then  the 
money  would  be  borrowed  from  the  bank.  If  Air.  Glover  wanted 
to  borrow  money,  he  did  not  give  his  own  note  to  the  bank,  but  he 
had  one  of  the  clerks  give  the  note,  and  that  transaction  took  place 
a  number  of  times,  how  many  times  the  comptroller  is  unable  to  tell 
you,  because  his  call  for  the  report  that  would  have  furnished  that 
mformation  was  never  answered.  That  was  the  one  of  January  22, 
1915,  which  resulted  in  the  imposition  of  the  penalty.  The  comp- 
troller was  never  able  to  get  a  list  of  all  the  indirect  or  dummy  loans 
made  to  the  officers  of  the  bank. 

Up  to  date  this  account  has  been  discussed  before  you  gentlemen 
as  ii  it  contained  nothing  else  but  the  moneys  which  were  made  in 
this  way.  As  a  matter  of  fact,  it  was  apparently  used  as  a  catch-all, 
and  it  contained  a  very  substantial  profit  of  $56,000  made  in  1908 
by  a  transaction  conducted  by  the  National  City  Bank  and  the  Riggs 
National  Bank  in  connection  with  the  Crocker  National  Bank  of 
San  Francisco. 

The  two  banks  together,  the  National  City  and  the  Riggs  Bank, 
made  a  profit  of  $112,000  or  $115,000,  and  that  profit  was  divided 
equally  between  them.  The  Riggs  Bank  got  $56,000,  and  that 
profit  was  put  in  this  Glover  and  Flather  account. 

Let  me  tell  you  a  little  more  in  detail  about  that.  In  the  panic 
of  1907  the  Crocker  National  Bank  wanted  some  ready  cash.  It 
had,  I  think,  $500,000  of  Government  bonds,  and  the  arrangement 
was  made,  through  Mr.  Ailes,  vice  president  of  the  Riggs  National 
Bank  and  an  officer  of  the  National  City,  that  these  two  banks 
would  buy  those  bonds  and  furnish  $500,000  in  cash.  That  was 
done. 

In  the  following  year  those  bonds  were  sold  at  a  very  substantial 

Erofit — in  fact,  the  profit  was  over  $100,000 — and  that  profit,  or 
alf  of  it  due  to  Riggs  Bank,  went  into  this  Glover  ana  Flather 
account.  You  see,  that  was  not  a  real  estate  commission.  It 
was  a  transaction  conducted  upon  the  credit  of  the  National  City 
Bank  and  the  Riggs  National  Bank,  and  involved  a  very  large 
sum  of  ready  money. 

It  is  perfectly  true  that  when  Mr.  Ailes  was  questioned  about 
that,  he  insisted  that  that  was  a  personal  transaction  of  his,  and  in 
the  examination  that  took  place,  at  which  Senator  Bailey,  the  coun- 
sel for  the  bank,  was  present,  Senator  Bailey  insisted  that  he  could 
justify  Mr.  Ailes  in  claiming  that  entire  $56,000  for  himself;  and  yet 
e  put  it  into  this  account.  When  he  was  asked  where  he  thought 
it  was  going  when  it  went  into  this  account,  he  said,  "Why,  I  was 
perfectly  qpnfident  that  it  would  ultimately  get  into  the  Riggs  Na- 
tional Bank.  I  did  not  have  any  agreement  to  that  effect."  But, 
legally,  he  said,  Messrs.  Glover  and  Flather  would  have  been  entitled 
to  keep  that  money  if  they  had  wanted  to.     But  he  had  sufficient 
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confidence  in  them  to  believe  that  that  money  would  ultimately  get 
to  the  bank.     And,  of  course,  it  did  get  to  the  bank. 

However,  the  correspondence  that  was  carried  on  in  that  case  was 
carried  on  between  the  National  City  Bank  and  the  Riggs  National 
Bank.  I  want  to  call  your  attention  to  a  letter  of  February  3,  1918, 
written  by  the  National  City  Bank  to  the  Riggs  National  Bank, 
which  appears  on  page  84  of  Mr.  Williams'  return  in  the  equity  case: 

We  have  to-day  credited  your  account  with  $24,704.16,  one-half  the  profit  in  the 
joint  account  in  United  States  registered  4s  of  1925  (Crocker  National  operations), 
resulting  from  sales  made  during  the  month  of  January. 

And  in  a  letter  of  February  4,  1918,  signed  by  William  J.  Flather, 
vice  president,  to  the  assistant  cashier  of  the  National  City  Bank,  it 
is  said : 

We  beg  to  acknowledge  receipt  of  your  letter  of  the  3d  instant — 

the  one  to  which  I  have  just  referred — 

in  which  you  advise  having  credited  our  account  $24,704.16,  representing  one-half 
of  the  profits  on  sales  during  the  month  of  January  of  United  States  registered  4a  of 
l**2o,  whirh  were  purchased  by  us  for  joint  account  through  the  Croker  National 
Bank  of  San  Francisco.  We  note  that  as  further  sales  are' made  from  this  joint  account 
you  will  credit  our  account  with  one-half  the  profits  shown  or  one-half  the  losses 
eutailed.  With  thanks,  we  remain. 
Very  truly,  yours, 

Wm.  J.  Flather,  Vice  President. 

It  is  perfectly  apparent  from  the  correspondence  that  the  trans- 
action was  one  between  the  banks,  and  it  was  not  one  by  Mr.  Ailes 
or  Mr.  Flather  or  anybody  else  as  an  individual,  and  that  the  Kiggs 
National  Bank  was  entitled  to  one-half  the  profits,  and  was  subject 
to  one-half  the  losses  if  there  might  be  any.  Fortunately,  there 
were  no  losses.  But  there  was  this  very  substantial  profit  of  $56,000, 
and  that  went  into  the  Glover  and  Flather  account,  and  finally  found 
its  way  into  the  profits  of  the  bank. 

Senator  Gronna.  There  seems  to  be  no  disagreement  between  you 
and  Mr.  Hogan  on  that,  if  I  read  this  testimony  correctly. 

Mr.  Adkins.  Mr.  Hogan's  contention  is  that  tnat  account  belonged 
entirely  to  Glover  and  Flather  and  Flather  and  Flather,  and  the 
money  in  it.  He  said  legally  it  is  theirs.  I  call  your  attention  to 
this  Croker  National  Bank  transaction,  where  $56,000,  which  the 
National  City  Bank  had  credited  to  the  account  of  the  Riggs  Bank, 
had  gone  into  this  account,  and  say  that  Mr.  Hogan  was  wrong,  as 
a  matter  of  law,  in  contending  that  a  single  dollar  of  either  the 
Glover  and  Flather  account  or  the  Flather  and  Flather  account 
belonged  to  the  individuals.  I  say  that  in  equity  and  law  it  belonged 
to  the  bank,  always  did  belong  to  the  bank,  that  it  arose  out  of  busi- 
ness carried  on  by  the  officers  of  the  bank  in  this  way  in  order  to 
get  around  the  provisions  of  the  national-bank  law  which  forbade 
the  doing  of  that  business. 

Senator  Gronna.  They  are  doing  this,  of  course,  in  order  to  get 
around  the  law  prohibiting  national  banks  from  doing  a  real  estate 
business.     That  is  why  they  are  doing  it? 

The  Chairman.  Were  doing  it,  you  mean,  Senator.  They  are  not 
doing  it  now. 

Mr.  Adkins.  No;  they  have  ceased  as  a  result  of  this  investigation 
made  by  the  comptroller. 
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The  Chairman.  Well 


Mr.  Adkins  (interrupting).  They  have  ceased  after  this  investiga- 
tion was  made,  if  you  please,  Senator. 

The  Chairman.  You  called  attention  this  morning  to  the  examina- 
tion of  the  bank  made  by  Examiner  Reeves.  You  are  aware  that 
subsequent  examinations  were  made,  Mr.  Adkins,  by  other  examiners? 

Mr.  Adkins.  Yes. 

The  Chairman.  And  that  they  gave  the  bank  a  clean  bill  of  health 
right  up  to  the  time  this  controversy  began? 

Mr.  Adkins.  I  do  not  know  whether  they  give  it  a  clean  bill  of 
health  or  not,  Senator. 

The  Chairman.  I  want  to  read  you  what  Mr.  Hogan  says  about 
that: 

Senator  Henderson.  No  objection  had  been  made  bv  any  inspector  or  Federal 
official? 

Mr.  Hoc, an*.  No,  sir.  In  1913  Mr.  Reeves  having  resigned,  a  new  bank  examiner 
for  the  first  time  examined  our  bank — Mr.  Samuel  M.  Hann.  Mr.  Hann  was  at  that 
time  unknown  to  our  bank,  but  the  character  of  bank  examiner  he  was  and  the  man 
himself  might  be  inferred  from  the  fact  that  he  is  now  vice  president  of  the  Fidelity 
Trust  Co.  of  Baltimore,  a  very  large  and  well -standing  trust  company. 

He  made,  in  June,  1913.  just  one  year  prior  to  this  controversy,  an  examination 
of  the  bank,  a  thorough  examination.  In  nis  report  he  put  in  a  special  page  in  which 
he  gave  Mr.  Glover  s  statement  regarding  the  Flather  and  Flather  and  the  Glover 
and  Flather  accounts  in  substance  as  I  have  given  them  to  you  here. 

I  have  a  photostat  copy  of  the  report  which  came  from  the  comptroller's  office  in 
response  to  a  subpoena,  giving  the  report  on  the  Riggs  National  Bank  dated  May  15. 
1913,  signed  by  tne  examiner. 

He  goes  on  to  tell  by  whom  he  was  assisted;  and  I  am  going  to  call  your  attention  to 
this  because  this  was  in  Comptroller  Williams's  possession  and  was  part  of  the  official 
records  of  his  office  and  was  auring  the  time  that  he  repeatedly  stated  that  this  bank 
had  collateral  that  was  poor,  that  its  management  was  poor,  that  its  books  were  not 
well  kept,  and  what  not. 

Senator  Henderson.  Would  it  not  be  well  to  put  that  statement  in  the  record,  in 
view  of  your  testimony  here? 

Mr.  Hogan.  Yes,  sir.  I  marked  two  very  important  pages  here.  There  is  a  ques- 
tion here  on  page  4'  of  the  schedule 

Senator  Henderson.  Of  what  date? 

Mr.  Hogan.  Mav  15,  1913. 

Then  follows  the  examiner's  report. 

Mr.  Adkins.  Have  you  it  there  ? 

The  Chairman.  Then  Mr.  Hogan  continues: 

Not  only  that,  but  there  was  before  the  comptroller — not  having  this  very  paper, 
I  do  not  know  whether  Comptroller  Williams  marked  it,  but  this  very  paper  bears 
marks  that  I  venture  to  say  there  will  be  no  denial  of  by  Comptroller  Williams  as  being 
his  work,  because  after  the  same  habit  of  underscoring  papers  and  letters,  when  he 
gets  this  paper  before  him  he  marks  it  up  in  very  fantastic  ways. 

Then,  reading  from  the  report: 

Summarized  matters  to  which  special  attention  should  be  called,  using  Form  2199 
if  necessary.  Include  certificate  relative  to  solvency,  by-laws,  management,  and  con- 
dition of  books,  as  required  by  Circular  70. 

That  is  answered  as  follows: 

"Your  examiner  spent  10  days  in  the  examination  of  this  bank — he  was  assisted 
for  2  days  by  Examiner  Dorsey,  in  addition  to  his  own  regular  assistants. 

"In  addition  t)  checking  every  collateral  loan  in  the  bank,  all  collateral  pledged 
for  safe-keeping  (there  are  as  many  as  those  pledged  to  secure  loans)  were  checked 
back. 

"  Twelve  individual  ledgers  were  checked,  and  a  careful  audit  of  every  department 
made. 

"  In  my  judgment,  this  bank  is  absolutely  solvent;  the  by-laws  are  satisfactory  and 
are  followed;  the  management  is  safe;  the  books  show  its  real  condition,  and  are  so 
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kept  that  the  examiner  can  readily  make  a  thorough  and  complete  examination  of 
the  bank. " 
To  the  inquiry,  "What  elements  of  danger  are  in  the  bank?  "  he  answered,  "  None. " 

Mr.  Adkins.  Senator,  have  you  the  page  that  he  reported  on  the 
Glover  &  Flather  and  the  Flather  &  Flather  accounts.  Is  that 
in  the  record  ?     I  do  not  see  it  here  in  this  reference  that  you  make. 

The  Chairman.  I  have  the  report  of  the  examiner  made  a  year 
before  this  controversy. 

Mr.  Adkins.  I  thought,  as  you  read  it,  Mr.  Hogan  stated  that 
there  was  a  page  devoted  to  the  Glover  &  Flather  and  Flather  & 
Flather  accounts,  and  I  wondered. if  you  had  that  there. 

The  Chairman.  I  have  not,  but  the  examination  was  made  of 
every  account  in  that  bank,  every  piece  of  paper. 

Mr.  Adkins.  Mr.  Chairman,  I  think  Mr.  Hann  is  mistaken  when 
he  says  the  books  show  the  real  condition  of  the  bank,  and  I  think 
I  have  shown  that  to  you. 

The  Chairman.  The  examiners'  reports  show  that  the  bank  was 
given  a  a  thorough  examination,  every  account  was  approved,  every 
detail  of  the  management  was  approved,  the  condition  was  good, 
and  that  was  in  1913,  a  year  before  this  controversy  arose,  and  it 
was  testified  to  by  Mr.  Hogan  that  in  all  the  history  of  that  bank  not 
a  single  paper  or  account  nad  ever  been  destroyed. 

Mr.  Adkins.  The  bank  was  undoubtedly  in  a  solvent  condition  at 
that  time.  No  doubt  Mr.  Hann  made  a  thorough  examination.  But 
Mr.  Hann  did  not  discover  the  facts  a  they  were  subsequently  found 
with  reference  to  the  Glover  and  Flather  and  Flather  and  Flather 
accounts. 

The  Chairman.  That  is  your  opinion. 

Mr.  Adkins.  The  evidence  is  here,  the  sworn  evidence  to  sustain 
it.    Of  course,  I  can  only  tell  you  what  that  evidence  is. 

The  Chairman.  Affidavits  which  you  have  read.  But  the  question 
as  to  whether  the  affiants  told  the  truth  or  not  is  the  important 
question  here.  I  am  referring  you  to  the  examination  made  by  the 
regularly  constituted  authority. 

Mr.  Adkins.  He  did  not  go  into  this  account,  or  spend  any  consid- 
erable amount  of  time  on  it. 

Senator  Keyes.  How  do  you  know  he  did  not  ? 

The  Chairman.  That  may  be  your  impression. 

Senator  Fletcher.  It  seems  to  me  we  can  not  tell  very  much 
about  that  unless  we  have  that  whole  report  before  us. 

The  Chairman.  We  will  have  the  whole  report. 

Mr.  Adkins.  I  have  no  doubt  you  can  get  the  whole  report.  But 
I  say  Mr.  Hann  was  mistaken  about  this  account.  Of  course,  if  you 
do  not  believe  the  sworn  affidavits — I  can  only  tell  you  what  the 
evidence  is,  and  what  the  facts  are,  and  these  statements  about  the 
history  of  these  accounts  which  I  have  made  are  not  disputed. 

It  is  the  fact  that  during;  the  time  that  the  comptroller's  office 
vas  criticising  national  banks  in  letters,  there  was  a  period  of  five 
years  preceding  Mr.  Williams's  administration  when  that  practice 
was  discontinued,  but  it  is  a  fact  that  after  practically  every  exam- 
ination the  then  comptroller  wrote  to  the  bank  calling  its  attention 
to  some  violation  of  law,  and  there  are  42  of  those  letters,  as  I  remem- 
ber them,  printed  in  one  of  these  little  pamphlets. 
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The  Chairman.  As  a  matter  of  fact,  these  accounts  were  known 
by  the  examiners  since  1906,  and  they  were  approved  by  the  exam- 
iners, and  no  .criticism  was  made  up  to  1914. 

Mr.  Adkins.  Then,  Senator,  if  the  thing  was  perfectly  proper  and 
legal,  why  should  there  be  the  slightest  hesitation  on  tne  part 
of  the  officers  of  the  bank  in  answering  the  question  as  to  who  owned 
those  funds? 

The  Chairman.  They  said  that  was  a  legal  question.  I  do  not 
know. 

Mr.  Adkins.  How  can  that  be  a  legal  question  ?  Just  as  a  matter 
of  fact,  did  you  ever  run  across  any  situation  like  that?  Did  you 
ever  find  a  big  bank  with  $50,000  lying  around  loose  and  unable  to 
tell  whether  that  belonged  to  the  bank  or  the  officers  of  the  bank  ? 
The  Flathers,  when  Examiner  Trimble  had  spoken  to  them  about  it, 
said,  "  Those  funds  are  ours  and  we  have  kept  them,  and  we  have 
made  $5,000  a  year  out  of  them."  And  then  tney  turned  around  and 
said,  "We  have  never  made  a  dollar.'' 

The  Chairman.  The  officers  of  the  bank  declined  to  answer  some 
of  Mr.  Williams's  questions,  and  after  the  controversy  began,  of 
course  the  situation  got  more  and  more  tense,  and  the  suit  resulted. 
As  far  as  your  testimony  goes,  I  have  not  seen  that  you  have  disputed 
any  important  points  Mr.  Hogan  made  in  regard  to  the  conclusions 
of  the  judge. 

Mr.  Adkins.  I  am  afraid  I  have  not  made  mjrself  plain  to  you  then, 
Mr.  Chairman. 

The  Chairman.  Any  important  point,  to  my  mind,  as  I  view  this 
case.  For  instance,  whether  the  comptroller's  insistence  was  author- 
ized or  not  under  thfe  circumstances  is  a  question  that  the  committee 
must  decide. 

Mr.  Adkins.  That,  of  course,  is  for  you. 

The  Chairman.  And  I  do  not  wish  in  any  way  to  limit  your  privi- 
leges or  confine  your  statement,  you  understand;  but  I  call  your 
attention  to  these  things  because  they  seem  to  me  important,  and 
up  to  date,  as  I  view  it,  you  have  not  furnished  any  testimony  that 
conflicts  with  them. 

Mr.  Adkins.  Understand,  Mr.  Chairman  and  gentlemen  of  the  com- 
mittee, that  I  am  not  here  claiming  any  privileges.  This  is  not  a 
matter  of  moment  to  me.  I  have  come  before  the  committee  at  the 
request  of  the  comptroller. 

The  Chairman.  I  mean  the  scope  of  your  testimony.  I  have  no 
desire  to  limit  that. 

Mr.  Adkins.  Whenever  you  have  the  slightest  desire  to  limit  my 
testimony  just  say  so,  and  I  can  quit  at  any  time. 

The  Chairman.  I  am  merely  calling  attention  to  these  things  as  we 
go  on,  because  I  understood  you  appeared  as  a  witness  to  contradict 
Mr.  Hogan's  statement. 

Mr.  Adkins.  Yes;  I  do. 

The  Chairman.  And  it  seems  to  me  these  statements  are  important. 
But  I  understand  your  view  of  it  now. 

Mr.  Adkins.  I  think  it  is  perfectly  clear,  and  the  fact  is  that 
Chief  Justice  McCoy  decided  every  substantial  question  in  this  case 
in  favor  of  the  comptroller  and  of  the  Secretary  of  the  Treasury.  On 
a  technical  question  he  said  that  this  report  of  the  directors  to  be 
signed  in  a  certain  way  was  not  authorized  by  the  statute,  and  there- 
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fore  he  would  restrain  the  collection  of  that  penalty.  As  to  the 
reason  and  the  justification  of  the  comptroller  calling  for  these  reports, 
the  evidence  in  that  case  was  that  from  the  time  of  its  incorporation 
up  to  the  time  the  comptroller  began  to  make  his  calls  the  Riggs 
National  Bank  had  violated  the  law  in  many  respects;  that  it  had 
been  criticized  by  every  comptroller  who  preceded  him,  and  by 
deputy  comptrollers,  and  directed  to  correct  these  violations  of  the 
law,  and  sometimes  they  were  corrected,  but  usually  they  had  gone 
on.  It  would  change  its  course  of  bu&iness  from  one  to  another,  but 
it  had  always  managed  to  carry  on  its  illegal  and  ultra  vires  business 
of  making  real-estate  loans  on  commissions,  and  selling  stocks  on 
commissions,  and  that  it  had  always  gotten  the  profit  from  it,  and 
that  after  the  comptroller  began  his  investigation  and  made  his  call* 
for  reports  those  things  stopped. 

It  has  been  stated  that  after  that  investigation  was  begun  the 
Riggs  National  Bank  has  trebled  its  deposits,  and  it  is  argued  that 
the  people  of  the  country  have  rushed  to  the  rescue  of  the  bank 
because  of  the  attack  which  had  been  made  upon  it.  It  is  not  a 
reasonable  supposition  that  the  increase  of  the  business  of  the  bank 
may  be  due  to  the  fact  that  it  has  abandoned  this  illegal  business, 
and  that  its  officers  have  devoted  their  time  to  carrying  on  a  legiti- 
mate banking  business  ? 

Senator  Gronna.  Is  it  not  true,  though,  that  the  business  of  all 
banks,  or  practically  all  banks,  has  increased  ? 
Mr.  Adkins.  I  do  not  know,  Senator. 

Senator  Gronna.  I  think  that  is  true,  especially  during  the  last 
few  years.  The  real  question  that  I  am  interested  in  is  the  question 
of  motive,  the  question  of  why  the  Comptroller  of  the  Currency  took 
this  method  of  procedure,  calling  for  special  reports  when,  as  a  matter 
of  fact,  the  regular  reports  had  been  made.  I  do  not  suppose  that 
the  office  of  the  Comptroller  of  the  Currency  at  any  time  suspected 
that  the  affairs  of  the  bank  were  in  bad  shape,  that  is,  that  the  bank 
was  insolvent.  I  do  not  suppose  that  there  was  any  such  fear  as 
that  at  all,  was  there  ? 

Mr.  Adkins.  So  far  as  I  know,  there  was  not.  I  never  thought 
that  the  bank  was  insolvent.  I  deposited  in  the  bank,  and  I  would 
not  have  left  money  there  if  I  had  thought  it  was  insolvent. 

The  Chairman.  You  made  one  statement  this  morning  to  the 
effect  that  the  bank  paid  26  per  cent  on  a  capital  of  a  million  dollars. 
Mr.  Adkins.  That  was  my  understanding  of  Mr.  Hogan's  statement. 
The  Chairman.  Do  you  know  what  the  surplus  was  at  that  time  ? 
Mr.  Adkins.  I  think  their  surplus  has  been  over  a  million  for  some 
time.     I  do  not  know  what  it  was  when  they  paid  that  dividend. 

The  Chairman.  My  recollection  is  that  the  surplus  was  something 
like  two  million,  so  that  the  dividend  of  26  per  cent  would  only  be  a 
little  over  8  per  cent  on  the  capital  and  surplus. 

Mr.  Adkins.  I  am  not  criticising  the  dividend.  I  think  that  is  a 
fine  showing. 

The  Chairman.  No,  but  you  drew  the  inference  that  that  was  a 
very  large  dividend  to  pay,  and  that  it  might  have  resulted  from  the 
fact  that  they  were  benefited  by  large  Government  deposits. 
Mr.  Adkins.  Yes. 


324  NOMINATION  OF  JOHN  SKBLTOH  WILLIAMS. 

The  Chairman.  I  merely  call  your  attention  to  the  fact  that  there 
were  at  that  time  2,000,000  of  surplus,  and  that  the  26  per  cent  would 
be  only  about  8  per  cent  on  the  capital  and  surplus. 

Mr.  Adkins.  That  $3,000,000  deposit  was  carried  only  in  1903. 
In  1903  their  capital  was  $1,000,000  and  their  surplus  was  $1,000,000, 
$2,000,000  altogether  at  that  time  of  their  own  funds,  plus  what 
their  undivided  profits  were. 

The  Chairman.  I  do  not  remember  now  to  what  year  you  referred. 

Mr.  Adkins.  1903  is  the  year  when  they  got  the  $3,000,000  deposit. 
Up  to  1906  their  Surplus  had  grown  to  $1,300,000.  But  I  suggested 
that  with  a  million  or  two  million  or  three  million  dollars  of  Govern- 
ment funds  steadilj  on  deposit  there,  they  might  very  easily  pay 
very  handsome  dividends. 

Coming  back  to  the  Glover  &  Flather  account,  and  the  Flather  & 
Flather  account,  just  let  me  point  out  how  the  money  was  obtained 
to  make  the  loans.  I  think  I  have  already  suggested  that  if  these 
accounts  had  any  balance,  the  loans  were  made  out  of  the  balances  in 
the  accounts.  If  they  were  not,  then  the  money  was  borrowed  from 
the  bank,  and  one  of  the  clerks  would  give  his  note. 

In  the  case  of  the  stock  sales,  it  was  not  necessary  to  do  that. 
The  bank  officers  would  simply  order  the  purchase  or  sale  over  the 
telephone  from  the  broker — Lewis  Johnson  &  Co.,  or  whoever  it 
might  be — and  the  affidavits  in  that  case  show  that  the  account 
would  be  carried  by  the  broker  in  the  name  of  the  Riggs  National 
Bank;  that  he  would  send  his  statement  to  the  Riggs  National 
Bank;  that  he  required  no  deposit,  no  collateral  security,  but  that 
he  sent  the  stock,  along  with  his  bill,  to  the  Riggs  National  Bank, 
and  that  the  Riggs  National  Bank  then  gave  him  credit  upon  his 
account  for  the  amount  that  was  due.  For  instance,  if  he  bought 
$5,000  worth  of  steel  stock,  he  sent  the  certificate  up  with  the  state- 
ment, but  did  not  get  $5,000  in  cash;  he  simply  got  $5,000  credited 
to  his  account  with  the  Riggs  National  Bank.  Of  course,  all  that 
was  done  upon  credit. 

Senator  Walsh.  Who  got  that  to  the  credit  of  his  account  ? 

Mr.  Adkins.  Lewis  Johnson  &  Co.,  or  whatever  firm  made  the 

Surchase.  Lewis  Johnson  &  Co.  carried  an  account  with  the  Riggs 
rational  Bank. 

Senator  Walsh.  So  that  when  the  bank  bought  stock,  the  amount 
that  stock  cost  the  bank  was  credited  by  the  bank  upon  the  account 
of  the  broker  ? 

Mr.  Adkins.  Yes. 

Senator  Walsh.  What  did  they  do  with  the  certificate  of  stock  ? 

Mr.  Adkins.  The  certificate  of  stock  was  sometimes  held  by  them 
as  cash.  If  that  certificate  of  stock  came  in  too  late  to  transfer  on 
to  the  purchaser,  it  was  just  held  right  there  in  the  bank  books  and 
called     cash." 

Senator  Walsh.  Who  was  the  purchaser  ? 

Mr.  Adkins.  He  might  be  anybody,  any  customer  or  any  indi- 
vidual who  wanted  to  buy  stock.  They  bought  and  sold  for  any- 
body who  came  along,  whether  he  was  a  depositor  or  not. 

Senator  Walsh.  Then  did  the  bank  get  a  commission  on  that  ? 

Mr.  Adkins.  Yes. 

Senator  Walsh.  How  much  commission  did  they  get  ? 

Mr.  Adkins.  The  regular  commission. 
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Senator  Walsh.  What  did  they  do  with  the  money  ? 

Mr.  Adkins.  That  commission,  on  anything  except  a  local  security, 
up  to  1910  went  directly  to  the  profits  of  the  bank.  After  1910  it 
went  into  the  Flather  &  Flather  account. 

Senator  Walsh.  See  if  I  have  this  correct.  Suppose  somebody 
wanted  to  buy  $5,000  worth  of  United  States  Steel  stock. 

Mr.  Adkins.  Yes. 

Senator  Walsh.  The  bank  ordered  from  a  broker  that  stock,  the 
stock  was  delivered  to  the  bank,  the  bank  put  a  credit  upon  that 
broker's  account  for  $5,000,  and  the  bank  collected  from  the  cus- 
tomer $5,200  for  Lewis  Johnson  &  Co.,  gave  the  customer  the  cer- 
tificate, and  credited  the  $200  to  this  fund. 

Mr.  Adkins.  Up  to  1910  they  ptft  it  to  their  own  profit  and  loss 
account. 

Senator  Walsh.  Then  it  went  into  this  account  ? 

Mr.  Adkins.  After  1910  it  went  into  the  Flather  &  Flather  account, 
and  then  ultimately  found  its  way  into  the  profit  account  of  the  bank. 

As  a  matter  of  fact,  there  was  evidence  in  the  affidavits  in  the 
civil  case  tending  to  indicate  that  some  of  the  officers  of  the  bank 
had  been  speculating.  They  were  speculating  on  their  own  account, 
and  there  were  four  or  five  transactions  pointed  out  by  the  account- 
ants which  would  indicate  that  the  officer  of  the  bank  had  specu- 
lated against  the  customer  of  the  bank.  For  instance,  if  I  went 
in  and  ordered  them  to  buy  $5,000  worth  of  Steel,  say  50  shares, 
and  Steel  went  up  a  point  after  that  purchase  was  made  for  my 
account,  the  cashier  of  the  bank  might  turn  around  and  order  that 
stock  to  be  sold,  make  the  profit  of  $100,  and  take  it  himself,  and 
then  buy  another  50  shares  for  me  at  $5,100,  or  whatever  it  was. 
There  was  an  affidavit  made  by  a  Department  of  Justice  accountant 
who  had  gone  carefully  over  the  books  of  Lewis  Johnson  &  Co., 
and  he  found  four  or  five  such  transactions  as  that,  where  one  of 
the  officers  of  the  bank  had  taken  advantage  of  his  inside  position 
and  apparently  speculated  against  the  customer. 

The  Chairman.     What  officer  was  that  ? 

Mr.  Adkins.  That  was  Henry  H.  Flather,  and  Mr.  Flather  sub- 
sequently resigned  as  cashier  of  the  bank. 

Senator  Walsh.  When  ? 

Mr.  Adkins.  After  the  civil  case  was  argued. 

Senator  Walsh.  The  equity  case  ? 

Mr.  Adkins.  Yes;  after  the  equity  case  was  argued. 

The  comptroller  and  his  examiners  found,  among  other  things — 
and  it  is  put  in  as  an  exhibit  to  our  return — a  list  of  borrowers  of 
the  bank  aggregating  $1,900,000 — I  think  there  were  24  of  them — 
and  their  credit  balance  altogether  was  about  $6,800,  and  according 
to  our  information  others  of  those  24  were  overdrawn  about  $7,500. 
Mr.  Evans  put  in  an  affidavit  just  before  the  case  came  to  argument 
in  which  he  showed  that  according  to  his  figures  the  total  overdraft 
there  was  about  $175.  I  do  not  know  whether  he  had  the  same 
customers  or  not,  because  we  had  listed  them  in  our  list  by  letter 
rather  than  by  name.  But  the  difference  there  is  not  very  material. 
Here  were  24  borrowers  having  nearly  $2,000,000  with  practically 
no  balances,  and  some  of  them  overdrawn. 

It  also  appears  that  other  borrowers,  including  these,  had  a  total 
of  $3,600,000  of  the  loans  of  the  bank,  with  a  total  balance  of  $24,000. 
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I  think  I  have  already  pointed  out  the  fact  that  a  very  large  per- 
centage of  the  loans  of  tne  bank  were  made  upon  the  security  of 
stocks.  There  is  a  table  in  our  return  showing  that  they  ran  any- 
where from  70  to  90  per  cent,  and  twice  the  average  of  the  other 
banks  in  Washington,  or  the  banks  in  the  country. 

There  was  one  case  where,  when  the  bank  wa3  holding  one  of  these 
certificates  of  stock  which  it  had  bought  in  this  way,  the  purchaser 
refused  to  come  across  and  buy  the  stock,  and  the  bank  subsequently, 
on  December  31, 1914,  charged  off  a  loss  on  that  particular  purchase — 
I  think  it  was  Rock  Island  stock — of  $17,254.50.  That  is  on  page 
9  of  the  comptroller's  affidavit. 

That  loss  was  charged  off,  not  to  profit  and  loss,  but  was  charged 
t)ff  to  Flather  and  Flather.  In  other  words,  the  bank  had  gotten 
caught,  as  anybody  is  apt  to  be  who  conducts  a  stock  brokerage 
business  for  a  customer  who  has  not  put  up  collateral,  and  they  had 
this  substantial  balance  in  the  Flather  and  Flather  account,  and  so. 
instead  of  charging  it  to  their  own  profit  and  loss,  they  charged  it 
there. 

The  Chairman.  What  year  was  that? 

Mr.  Adkins.  That  entry  was  made  on  December  31,  1914.  I 
think  it  is  only  fair  to  add  that  I  gather  from  what  Mr.  Hogan  said 
that  the  loss  was  subsequently  paid  by  that  individual  to  the  bank. 

The  Chairman.  I  think  he  so  stated. 

Mr.  Adkins.  I  think  this  is  the  same  transaction.  It  must  be  the 
Musher  transaction.  But  at  that  time,  while  this  investigation  was 
on,  the  bank  concluded  that  the  loss  was  there,  and  charged  it  off  to 
the  Flather  &  Flather  account. 

Senator  Walsh.  Who  was  Musher  ? 

Mr.  Adkins.  Musher  was  the  president  of  the  Pompeian  Olive 
Oil  Co. 

Senator  Walsh.  Was  he  an  officer  of  this  bank? 

Mr.  Adkins.  Oh,  no;  he  was  borrowing  there  and  everywhere  he 
could  in  Washington  at  that  time. 

I  think  I  have  already  pointed  out  the  entry  of  February  of  1908 
when  they  put  into  the  Glover  and  Flather  account  a  profit  of  $56,- 
918.54  made  in  a  transaction  with  which  Glover  and  the  Flathers 
had  nothing  to  do.  I  do  not  recollect  whether  you  were  in  the  room, 
Senator  Walsh,  when  I  mentioned  that.  It  was  a  joint  transaction 
conducted  by  the  Riggs  National  Bank  and  the  National  City  Bank, 
by  which  they  purchased  $500,000  of  bonds  from  the  Crocker  Na- 
tional Bank  of  San  Francisco,  in  the  fall  of  1907,  when  the  latter 
bank  needed  real  cash  during  the  panic,  and  then  a  few  months  later 
they  sold  the  bonds  at  a  profit  of  a  little  over  $100,000,  and  half  of 
that  profit  went  into  this  Glover  &  Flather  account.  Mr.  Ailes 
•conducted  the  transaction. 

Senator  Walsh.  Your  claim  about  that  is  that  it  should  have  gone 
into  the  assets  of  the  bank  ? 

Mr.  Adkins.  My  claim  about  that  is  that  it  shows  the  real  character 
of  the  Glover  and  Flather  account;  that,  as  a  matter  of  fact,  they  all 
realized  this  was  a  bank  account,  and  that  there  was  not  any  effort 
among  themselves  to  conceal  it,  and  that  everybody  expected  that 
anything  in  the  Glover  and  Flather  and  Flather  and  Flather  accounts 
would  go  to  the  bank. 


NOMINATION  OP  JOHN  SKELTON  WILLIAMS.  327 

Senator  Walsh.  Was  there  anything  wrong  according  to  the 
banking  laws  in  them  purchasing  those  bonds  ? 

Mr.  Adkins.  Oh,  no.  The  bank  was  openly  carrying  on  this  stock 
brokerage  business.  I  have  copies  of  some  advertisements  that  they 
published.  Here  is  one  from  the  Washington  Post  of  March  13,  1907, 
and  another  one  of  October  31,  1907: 

Riggs  National  Bank.  Capital,  $1,000,000:  surplus,  $1,300,000;  issues  drafts  which 
are  available  throughout  the  world;  issues  letters  of  credit;  buys  and  sells  exchange; 
transmits  money  by  cable;  makes  investments  for  customers;  makes  collections  for 

customers. 

All  perfectly  legitimate  banking  transactions.  And  then  it  con- 
cludes: 

Buvb  and  sells  stocks  and  bonds;  special  department  for  ladies. 
In  the  other  one  it  says; 

Stocks  and  bonds  bought  and  sold. 

The  Chairman.  Buys  and  sells  stocks  and  bonds  for  whom  ? 

Mr.  Adkins.  "Buys  and  sells  stocks  and  bonds' ' — "Stocks  and 
bonds  bought  and  sold." 

The  Chairman.  For  its  customers? 

Mr.  Adkins.  The  inference  is  all  these  other  things  are  being  done 
for  customers.  Thev  could  not  buy  stocks  on  their  own  account, 
and  they  could  not  buy  them  for  customers.  It  was  just  as  wrong 
for  them  to  invest  in  bonds  as  it  was  for  them  to  buy  them  for  others. 
Here  is  another  advertisement  of  December  15  from  CockrelTs 
Transcript,  which  is  a  local  paper  giving  court  and  financial  news, 
which  concludes  in  this  way:  "Investments,  stocks  and  bonds." 

So,  on  November  19,  1913,  when  the  comptroller  was  asking  about 
this  stock  brokerage  business,  in  a  letter  signed  by  four  principal 
officers  of  the  bank  they  concluded  in  this  way: 

With  respect  to  the  statement  of  the  examinerthat  it  is  the  practice  of  the  bank  to 
'■any  items  of  stock  purchased  for  customers  in  the  cash,  such  items  amounting  to 
S35.572.86  at  the  time  of  his  visit,  you  are  advised  that  for  the  most  part  our  purchases 
for  customers  are  immediately  charged  against  their  accounts.  It  sometimes  happens 
that  an  order  "can  not  be  fully  executed  at  once,  and  we  have  met  with  some  small 
delays  in  completing  orders  as  well  aB  in  charging  purchases  to  accounts.  The  item 
above  mentioned  was  largely  caused  by  the  absence  of  one  of  our  important  customers 
in  Jamaica  at  the  time  his  order  was  executed.  In  the  future  we  will  endeavor  to 
avoid  carrying  these  items  in  cash  by  making  prompt  charges  against  customers' 
accounts. 

Indicating  very  plainly  that  the  bank  itself  considered  that  it  was 
doing  just  what  it  was  advertising  itself  to  do — conducting  a  stock- 
brokerage  business. 

That  covers  two  of  the  things  which  the  comptroller  discovered 
&vS  a  result  of  the  investigation  which  he  made.  He  found  many 
other  violations  of  the  law.  I  say  those  continued  down  to  the  time 
his  investigations  closed,  and  they  stopped  after  the  investigation. 
Whether  they  stopped  as  a  result  of  the  investigation  may  be  a 
question  of  argument. 

Another  violation  was  in  connection  with  excessive  loans. 

The  Chaibman.  What  investigation?  To  what  year  do  you 
refer  now  ? 

Mr.  Adkins.  I  am  referring  to  his  investigation  which  began  in 
1914  and  was  concluded  in  1915. 
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Prior  to  June,  1906,  under  the  national  bank  law  a  bank  might 
lawfully  lend  not  more  than  10  per  cent  of  its  capital  stock  to  any 
one  borrower.  After  1906,  by  an  amendment  to  the  statute,  it  was 
permitted  to  lend  10  per  cent  of  its  capital  plus  its  surplus.  Up  to 
that  change  in  the  law  this  bank  was  a  constant  violator  of  the  law. 
The  comptroller  gives  a  table  in  his  affidavit  in  which  he  calls  atten- 
tion to  all  of  these  excessive  loans.  At  the  time  the  bank  was  organ- 
ized, when  you  might  look  for  it  to  be  in  violation  of  the  law  because 
it  had  not  been  governed  by  this  law  heretofore,  there  were  only  two 
loans  in  violation  of  the  law,  one  for  $70,000,  and  one  for  $102,000. 
The  limit  at  that  time  was  $50,000.  By  April,  1913,  it  had  14  exces- 
sive loans,  aggregating  $2,800,000.  The  limit  at  that  time  was 
$1,000,000.  In  November,  1903,  it  had  15  such  loans,  aggregating 
$3,000,000  and  over. 

In  addition  to  the  fact  that  these  loans  were  excessive,  the  bank 
had  apparently  attempted  to  conceal  the  fact  that  it  was  making 
such  large  loans.  For  instance,  in  1903  the  loans  in  the  name  of 
one  borrower  aggregated  $163,000,  which  was  $63,000  above  the 
legal  limit  at  that  time.  This  gentleman  wanted  to  get  a  quarter  of 
a  million  dollars  more,  and  he  came  in  with  a  lot  of  stock  which  was 
good  at  that  time  for  more  than  the  loan.  Instead  of  baldly  violat- 
ing the  law,  openly  doing  it,  and  handing  him  a  quarter  of  a  million 
dollars  on  his  security,  they  had  five  of  their  clerks  make  notes  for 
$50,000  each,  and  the  stock  was  split  up  into  five  parts,  and  each 
one  of  them  put  one-fifth  of  the  stock  in  his  note.  There,  of  course, 
was  a  dummy  note  made  by  a  clerk  of  the  bank  who  had  absolutely 
no  interest  in  the  loan.  They  were  openly  violating  the  law,  any- 
how, and  probably  it  was  not  necessary  to  do  that.  But  they  did 
it  that  way. 

When  the  examiner  came  along  he  discovered  this,  and  he  said, 
"Oh,  you  had  better  not  do  that.  You  had  better  let  the  books 
show  what  you  are  doing."  So,  at  his  insistence,  they  put  in  the 
new  note  for  a  quarter  of  a  million  dollars,  with  this  stock,  and  that 
made  the  loans  of  that  particular  borrower  over  $400,000,  which  at 
that  time  was  about  half  of  the  capital  stock,  or  one-fourth  of  the 
capital  stock  and  surplus,  and  four  times  the  limit.  That  viojation 
of  law  ceased  in  1906,  when  the  law  was  changed. 

There  was  another  violation  of  the  law  in  connection  with  stock 
investments.  As  you  gentlemen  know,  under  the  national-bank  law 
a  national  bank  has  no  right  to  invest  money  in  stocks.  That  is 
ultra  vires  its  powers,  and  the  courts  have  so  held.  This  bank,  from 
the  time  of  its  inception  as  a  national  bank,  has  violated  that  law. 
I  understand  that  their  excuse  for  that  is  the  fact  that  thev  had  a  lot 
of  such  investments  to  start  with  in  1896,  and  that  they  told  the 
comptroller  that  it  would  take  them  some  time  to  get  rid  of  those 
investments. 

They  started  out  in  violation  of  the  law.  I  do  not  know  quite 
what  power  the  then  comptroller  had  to  permit  them  to  do  so.  There 
is  a  table  again,  on  page  53  of  the  comptroller's  affidavit,  which  gives 
these  stocks  from  October,  1896,  down  to  September,  1912.  In 
October,  1896,  the  amount  loaned  was  $196,000,  all  in  violation  of 
the  law.  They  gradually  decreased  that  until,  in  September,  1901,  it 
was  only  $98,000. 

Senator  Walsh.  Did  they  carry  those  on  their  books  ? 
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Mr.  Adkins.  Oh,  yes;  they  carried  those  on  their  books. 

Senator  Walsh.  Of  course,  any  such  entry  was  a  violation  of  the 
law? 

Mr.  Adkins.  The  fact  itself  was  in  violation  of  the  law.  I  would 
not  say  the  entry  was  in  violation  of  the  law.  So  far  their  conten- 
tion is  borne  out.  But  in  the  call  of  December,  1901,  they  jump  up 
again  to  $188,000.  That  is,  in  five*  years  they  have  whittled  their 
unlawful  holdings  down  about  $100,000,  from  $195,000  to  $98,000, 
and  then  within  the  next  three  months  they  jump  up  again  to  prac- 
tically where  they  were  before.  That,  of  course,  is  not  the  excuse 
that  they  originally  claimed.  That  must  have  been  some  new  invest- 
ment in  violation  of  the  law. 

Senator  Walsh.  Could  the  stocks  have  increased  that  much  ? 

Mr.  Adkins.  No.  The  investments  were  not  that  fortunate. 
Then  they  gradually  came  down  to  where  this  table  quits,  in  Septem- 
ber. 1914,  $8,400. 

That  brings  me  to  a  point  that  I  want  to  call  to  your  attention,  and 
it  is  really  suggested  by  a  question  that  Senator  Walsh  asked.  Most 
of  these  stocks  were  carried  openly,  but  not  all.  Throughout  their 
history  they  resorted  to  this  device,  of  the  concealed  or  dummy  note. 
There  were  some  insurance  stocks  and  title  insurance  company 
stocks,  and  I  want  to  call  your  attention  to  the  fact  that  all  this 
weaves  around.  There  is  some  reason  for  each  violation  of  the  law, 
and  it  is  connected  with  their  principal  violation,  that  they  were  con- 
tinuing to  do  this  business  which  a  national  bank  could  not  do.  They 
were  making  loans  upon  real  estate,  some  for  the  bank,  most  of  them 
on  commission.  They  were  naturally  interested  in  the  titles  and  fire 
insurance  policies  upon  the  properties  secured. 

So  they  refused  to  get  rid  oi  some  stocks  in  local  title  insurance 
companies  and  in  local  fire  insurance  companies,  and  finally,  when 
the  comptroller  insisted,  the  examiner,  when  he  next  went  around, 
found  these  stocks  had  been  put  up  as  security  for  a  note  given 
by  one  of  the  clerks  in  the  bank.  That  is,  instead  of  selling  them 
and  getting  rid  of  them,  the  clerk  gives  his  note  and  these  things  go 
out  of  the  account  " Stocks  and  bonds"  and  appear  as  collateral  for 
what  apparently  is  a  real  loan. 

Senator  Walsh.  When  was  that  done  ? 

Mr.  Adkins.  By  letter  of  June  6,  1913,  the  acting  comptroller 
called  attention  to  this  device — the  said  note  then  amounting  to 
$11,039.88 — and  informed  the  bank  that  the  transfer  of  these  securi- 
ties to  loans  and  discounts  was  not  a  disposition  thereof.  The  bank 
was  directed  to  restore  the  securities  to  the  account  of  "  Bonds, 
securities,  claims,  etc.,"  and  to  so  carrv  them  until  regularly  disposed 
of.  So  this  dummy  note  was  canceled  and  they  went  baclc  to  where 
they  *  ere. 

All  of  those  stocks  were  gotten  rid  of,  as  I  recall  it,  except  the 
insurance  stocks,  the  title  insurance  company  stocks,  and  possibly 
the  fire  insurance  company  stocks  and  they  finally  went  to  the 
credit  of  Flather  and  Flather.  That  is  where  thev  were  at  the  time 
the  comptroller's  investigation  began.  They  still  had  those  stocks 
under  their  control.  It  might  be  they  were  in  the  name  of  Messrs. 
Flather  and  Flather,  but  so  far  as  everybody  in  the  bank  knew 
they  were  the  property  of  the  bank,  or  the  bank  would  get  the  benefit 
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of  them.  So  far  as  I  know,  they  are  still  there.  That  is  where  they 
were,  anyway,  at  the  time  this  "investigation  began. 

I  mentioned  the  $3,000,000  deposit  that  they  got  in  1903  from  the 
Government.  Prior  to  that  time  their  deposits  had  been  quite 
small.  In  that  connection  there  was  a  violation  of  law  which  did 
not  involve  any  loss,  but  it  was  a  violation  of  the  statute.  They 
had  to  put  up  security  for  this  deposit,  and  they  borrowed  the 
necessary  bonds,  I  think  $3,100,000  of  bonds,  from  the  National 
City  Bank.  Under  the  statute  their  borrowing  should  not  exceed 
their  capital,  which  was  then  $1,000,000.  So  that  they  violated  the 
law  in  making  this  excess  borrowing. 

Senator  Gronna.  Is  it  capital,  or  capital  and  surplus  ? 

Mr.  Adkins.  Capital. 

Senator  Gronna.  Just  capital  ? 

Mr.  Adkins.  Yes.  It  would  have  been  a  violation  if  it  was 
capital  and  surplus,  because  their  surplus  wras  only  a  million  and  odd 
dollars. 

Another  violation  was  in  connection  with  deficiencies  in  reserve, 
and  this  was  one  that  was  discussed  here  at  some  length  the  other 
day,  I  believe.  Under  the  sections  of  the  Revised  Statutes  a  national 
bank  in  a  reserve  city — and  Washington  is  a  reserve  citv — shall 
maintain  a  cash  reserve  equal  to  25  per  cent  of  its  total  cash  deposits. 
One-half  of  that  reserve  must  be  in  cash  in  the  vaults  of  the  bank, 
and  the  other  half  may  be  deposited  in  national  banks  approved  by 
the  comptroller  situated  in  one  o"  the  three  central  reserve  cities. 
In  this  respect  they  violated  the  law  almost  steadily.  Whenever 
one  of  their  reports  came  in  they  very  rarely  had  the  12$  per  cent 
in  cash  in  their  vaults.  Sometimes  they  were  short  both  in  the 
12*  per  cent  cash  and  the  12J  per  cent  deposited  in  other  banks. 
Sometimes  when  they  were  short  in  their  cash  they  were  over  in 
their  deposits  in  other  banks.  But  that  did  not  change  the  fact 
that  they  were  violating  the  law. 

The  comptroller  on  page  55  of  his  affidavit  gives  a  couple  of  tables 
showing  this  violation.  For  instance,  on  June  29,  1900,  he  shows  a 
shortage  in  the  cash  reserve  of  forty-six  thousand  and  odd  dollars. 
On  June  4,  1913,  he  shows  a  shortage  in  the  cash  of  $500,000.  I  want 
to  call  this  to  your  attention  particularly  because  Mr.  Hogan  referred 
to  it  as  one  of  the  half  truths  of  which  he  said  the  comptroller  was 
fond.  We  state  in  the  affidavit  that  they  were  habitually  short  in 
the  half  of  the  25  per  cent  which  was  required  to  be  in  their  vaults  in 
cash.  We  said  they  wrere  quite  frequently  short  in  the  other  half 
which  must  be  in  other  banks,  and  our  table  undertook  to  show  the 
shortage.  We  give  in  the  first  column  the  cash  shortages.  We  give 
in  the  second  column  the  agents'  shortages.  They  were  not  short 
with  the  agents  nearly  so  often  as  they  were  with  the  cash.  So, 
whenever  they  were  not  short  with  the  agents,  wre  simply  left  a  blank 
there.  This  table  undertook  to  give  the  shortages.  That  was  all  it 
was  prepared  to  give.  We  also  showed  the  total.  Sometimes,  and 
in  perhaps  half  of  the  cases — and  it  might  be  more  than  half — their 
overage  in  the  other  banks  was  greater  than  their  shortage  in  the 
cash. 

The  Chairman.  Their  overages  are  not  carried  out  ? 

Mr.  Adkins.  No.     This  was  merely  showing  the  shortages. 

The  Chairman.  That  is  what  Mr.  Hogan  complained  of.  Your 
dotted  lines  do  not  carry  the  amounts  in  the  hands  of  agents. 
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Mr.  Adkins.  They  were  not  intended  to  carry  them.  That  was 
not  in  violation  of  law  with  respect  to  the  total.  This  table  under- 
took to  show  the  violations  of  the  law.  It  was  no  excuse  for  one 
violation  of  law  that  they  had  more  cash  with  the  National  City 
Bank  of  New  York  than  was  required. 

The  Chairman.  But  if  he  had  included  both  accounts  it  would 
have  created  a  very  different  impression  in  the  mind  of  a  layman 
who  was  considering  the  condition  of  the  bank  or  its  transactions  in 
that  regard. 

Mr.  Adkins.  This  table  was  prepared  by  counsel,  Senator.  It  was 
not  prepared  by  the  comptroller.  If  there  is  any  criticism  to  be  made, 
it  should  be  made  of  counsel.  There  was  no  attempt  on  the  part  of 
counsel  to  show  anything  except  the  facts.  We  were  showing  the 
violations  of  law  which  this  bank  had  committed,  and  this  table  is 
entirely  accurate,  as  I  understand  the  facts.  It  was  prepared  by  the 
assistants,  by  the  accountants,  at  our  direction.  If  there  is  to  be 
any  criticism  of  it,  of  course  counsel  in  that  case  must  take  that 
criticism.     I  do  not  think  there  is  any  just  criticism. 

The  Chairman.  You  corroborate  Mr.  Hogan's  statement  entirely, 
that  the  deposits  in  the  hands  of  the  agents  were  not  included  in  this 
report, 

Mr.  Adkins.  No  ;  they  were  not  intended  to  be.  But  Mr.  Hogan 
says  this  was  a  half  truth.  That  statement  is  not  the  fact.  This 
table  gives  exactly  what  it  purports  to  give,  and  wherever  there  was  a 
shortage  in  the  total  it  is  shown.  Where  the  total  does  not  show  a 
shortage,  of  course,  it  was  not  short.  Any  man  with  the  slightest 
intelligence  could  understand  the  table. 

Senator  Walsh.  That  is,  if  the  cash  in  the  vaults  and  the  cash 
they  had  deposited  in  other  banks  when  totaled  equaled  the  sum 
required  by  law,  even  though  that  happened,  it  would  not  justify 
them  in  having  a  less  amount  of  cash  than  the  law  required  ? 

Mr.  Adkins.  That  is  my  understanding. 

The  Chairman.  That  is  correct.  But  my  point  is  this:  Take,  for 
instance,  September  4,  1906.  This  table  states,  "Cash  on  hand, 
11.88  per  cent."  No  cash,  apparently,  in  the  hands  of  the  agents, 
according  to  this  table.  There  might  have  been  20  per  cent  in  the 
hands  of  the  agents,  which  would  make  the  total  32  per  cent,  much 
greater  than  the  legal  requirement,  although  it  was  not  in  the  regular 
places. 

Mr.  Adkins.  This  table  indicates  perfectly  clearly  that  wherever 
there  is  not  any  figure  in  the  total,  the  total  is  not  short.  Wherever 
there  is  a  total  shortage,  we  give  it. 

Tne  Chairman.  That  is  your  inference. 

Mr.  Adkins.  That  is  the  fact,  Senator. 

Senator  Fletcher.  I  do  not  understand  there  is  any  inference 
about  it.  The  fact  is  this,  that  there  would  be  a  violation  of  law  if 
they  did  not  have  the  proper  proportion  in  hand,  no  matter  how 
much  they  might  have  in  the  other  banks. 

The  Chairman.  A  technical  violation  of  law;  yes. 

Mr.  Adkins.  I  do  not  know  what  you  mean  by  a  technical  violation 
of  law.  The  law  is  there,  and  if  it  is  for  each  bank  to  say  that  this 
violation  is  technical  and  that  is  not 

The  Chairman  (interrupting).  Omit  the  word  "technical."  As  a 
matter  of  fact,  the  total  reserve  was  above  the  legal  requirement  as 
deposited  in  both  agencies  ? 
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Mr.  Adkins.  Yes. 

The  Chairman.  And  the  statement  does  not  show  anything  but 
the  amount  deposited  in  the  bank,  held  by  the  bank  ? 

Mr.  Adkins.  Does  that  excuse  the  violation  of  law  ? 

The  Chairman.  I  am  not  talking  about  excusing  the  violation  of 
the  law.  I  am  talking  about  this  report  as  creating  a  false  im- 
pression. 

Mr.  Adkins.  Well,  Senator,  I  say  with  all  deference — I  had  a 
good  deal  to  do  with  the  preparation  of  this  table  and  it  was  sub- 
mitted to  the  other  counsel — this  table  was  prepared  for  the  purpose 
of  showing  the  shortages  in  reserves  on  the  day  of  the  report  of  con- 
dition, and  we  show  tne  shortage  in  cash,  ana  we  do  not  show  any 
shortage  in  agents.  How  can  any  intelligent  human  being  read  that 
report  and  be  mistaken  about  tne  facts,  and  believe  that  it  was  a 
shortage  in  the  agents  ?  And  what  difference  does  it  make,  anyhow, 
if  there  was  not  a  shortage  in  agents  ?  We  were  not  attacking  m  this 
table  the  responsibility  of  the  bank. 

The  Chairman.  It  might  not  excuse  the  bank  for  keeping  it  there, 
but  it  does  show  a  condition  of  soundness.  All  the  bank  would  have 
to  do  would  be  to  telegraph  to  New  York  and  make  its  reserves  good. 

Mr.  Adkins.  I  thought  you  had  understood  that  we  did  not  attack 
the  soundness  of  this  bank  in  the  equity  case. 

The  Chairman.  I  do  not  know  what  vou  are  undertaking  to  do. 

Mr.  Adkins.  I  am  undertaking  to  show  here  that  this  national 
bank  had  violated  the  law  from  the  time  of  its  organization,  that  these 
violations  were  discovered  by  the  comptroller,  and  that  he  did  what 
any  reasonable,  ordinary,  prudent  official  in  his  position  would  have 
done,  and  that  that  was  tne  decision  of  the  court  in  this  particular 
case. 

Senator  Walsh.  Let  me  see  if  I  understand  the  law.  There  must 
be  25  per  cent  in  the  reserve,  12£  per  cent  in  cash,  any  way,  and  12J 
may  be  kept  on  deposit  in  other  banks  ? 

Mr.  Adkins.  Yes. 

Senator  Walsh.  If  there  are  50  per  cent  kept  on  deposit,  and  only 
10  per  cent  in  cash,  it  would  be  a  violation  of  the  law  ? 

Mr.  Adkins.  Precisely. 

Senator  Walsh.  There  must  be  12£  per  cent,  anyway,  in  the  cash, 
in  the  vaults  of  the  banks  ? 

Mr.  Adkins.  Yes,  sir. 

Senator  Walsh.  And  this  table  undertakes  to  show  that  that  12J 
per  cent  was  not  there  ? 

Mr.  Adkins.  Yes. 

Senator  Walsh.  They  may  have  had  50  or  100  per  cent  in  deposits, 
but  that  would  not  show  that  they  were  not  violating  the  law,  which 
required  12£  per  cent  cash? 

Mr.  Adkins.  No.  Senator,  this  undertakes  to  show  only  the  times 
they  violated  the  law.  Usually  they  violated  it  only  in  connection 
with  cash.  Frequently  they  violated  it  in  connection  with  cash  and 
in  connection  with  their  deposits,  but  that  is  all  we  show,  and  what 
we  are  undertaking  to  show. 

Senator  Walsh.  I  think  the  chairman  is  correct  in  his  assertion 
that  it  might  to  a  layman's  mind  show  that  the  bank  was  not  keeping 
the  amount  in  reserve  required,  but  I  think  the  chairman  is  in  dispute 
with  you  that  you  had  a  right  to  show  that  there  was  not  12  J  per  cent 
in  cash. 
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Mr.  Adkins.  It  was  not  intended  to  show  anything  of  the  kind, 
and  if  there  is  any  unfairness  about  that  report  it  must  be  charged  to 
counsel  and  not  to  the  comptroller. 

Senator  Gronna.  Have  you  talked  with  practical  bankers  about 
this  statement  ? 

Mr.  Adkins.  No;  I  have  not  discussed  that  with  practical 
bankers.     I  have  discussed  it  with  bank  examiners. 

Senator  Gronna.  They  are  not  always  practical  bankers. 

Mr.  Adkins.  Not  always.  Some  of  them  graduate  from  practical 
bankers.     Some  of  them  graduate  into  practical  bankers. 

As  to  the  real  estate  loans,  this  bank  was  criticized  from  the 
beginning  of  its  existence.  No;  I  take  that  back.  I  was  misled  for 
the  moment  by  what  Mr.  Hogan  said.  This  bank  was  criticized  for 
the  first  time  m  April,  1898 — and  I  am  reading  now  from  page  48  of 
the  comptroller's  affidavit — in  Aj>ri,l,  1898,  for  holding  real  estate 
loans  in  violation  of  law.  You  will  recall  that  is  two  years  after  it 
became  a  national  bank.  I  understand  the  excuse  made  by  the 
bank  for  its  vast  number  of  real  estate  loans  is  that  they  were  loans 
it  had  legally  as  a  private  bank,  and  it  took  some  time  to  get  rid  of 
them;  and  I  can  appreciate  that  might  have  been  the  case.  But 
apparently  the  examiners  who  examined  it  in  1896  and  1897  had  no 
criticism  to  make.  In  1898  the  criticism  is  that  it  holds  $7,600  only 
of  improper  real  estate  loans,  and  then  it  jumps  up  in  1899  to  $310,000, 
and  runs  along,  gets  up  as  high,  in  1901,  as  $400,000,  drops  down  in 
1910  to  $425,  and  nothing  in  1911  and  1912,  and  then  climbs  back 
November  13,  1914,  to  $193,000. 

As  I  understand  these  sections  of  the  Revised  Statutes,  they  for- 
bid a  national  bank  lending  its  money  upon  the  security  oi  real 
estate.  The  only  decision  in  the  Supreme  Court  upon  that  subject 
is  the  one  of  National  Bank  v.  Matthews,  First,  in  98  United  States, 
621,  a  case  I  have  here.  That  was  the  case  where  the  bank  had 
made  a  loan  and  the  borrower  undertook  to  defeat  the  loan  on  the 
ground  that  it  was  on  real  estate  security,  and  the  court,  in  deciding 
the  case,  said  that  even  though  the  statute  forbids  a  loan  of  this  kind, 
it  does  not  make  the  loan  void,  and  the  borrower  is  in  no  position 
to  plead  ultra  vires  on  the  part  of  the  corporation — simply  ordinary, 
every-day  corporation  law.  As  I  understand  that  case,  that  is  tne 
only  decision  that  was  made,  that  if  I  borrow  money  from  a  bank 
which  is  acting  ultra  vires  I  can  not  escape  the  payment  because  of 
that  misconduct  on  thepart  of  the  bank. 

Senator  Fletchee;  The  doctrine  of  estoppel  would  apply. 

Mr.  Adkins.  Certainly.  There  have  been  any  number  of  cases  of 
that  kind.  A  national  bank  can  not  lend  money  on  its  own  stocks, 
but  it  does  do  it  repeatedly,  and  it  always  succeeds  in  getting  a 
judgment,  even  if  that  judgment  is  not  collectible. 

Tnis  table  on  page  48  shows  a  constant  violation  of  law  in-  that 
respect.  There  has  from  time  to  time  been  some  discussion  as  to 
what  is  a  loan  upon  real  estate.  If  I  sell  a  house  and  take  back  a 
mortgage,  we  will  say,  of  $1,000,  and  then  go  to  the  bank  and  want 
to  borrow  $1,000  myself  on  my  own  note,  I  may  deposit  that  as 
collateral  security  for  my  loan.  I  think  it  has  always  been  held  that 
that  is  not  a  violation  of  law. 

If,  on  the  other  hand,  I  go  to  the  bank  and  say,  "I  want  to  borrow 
Si, 000,  and  I  have  no  collateral  and  no  indorser,  but  I  own  a  house 
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worth  $5,000/ '  it  will  be  a  violation  for  me  then  to  go  through  the 
form  of  putting  a  trust  upon  that  house,  then  making  my  note  with 
this  trust-secured  note  as  collateral.  In  a  case  of  that  kind  it  simply 
depends  upon  the  bona  fides.  As  I  understand  it,  the  officials  of 
the  comptroller's  office  have  contended  from  1898  down  to  1914  that 
the  amounts  mentioned  in  that  table  were  loans  made  in  violation 
of  that  section,  construed  most  broadly  in  favor  of  the  bank. 

The  Chaibman.  Is  this  the  one  referred  to  by  Mr.  Hogan  on  page 
33,  where  he  says: 

The  comptroller's  office  erroneously  so  held  because  subsequently,  in  about  the 
year  1906,  the  United  States  Supreme  Court,  whose  conclusions  on  that  subject  are 
binding  both  on  banks  and  the  comptroller,  held  that  the  comptroller's  office  and 
the  Treasury  Department  had  been  all  wrong  in  that  construction  and  that  a  national 
bank  had  a  perfect  right  to  lend  money  on  personal  notes,  even  though  those  personal 
notes  were  buttressed  and  secured  by  real  estate  notes. 

Mr.  Adkins.  I  do  not  agree  with  him,  and  I  think  he  must  be 
mistaken. 

The  Chairman.  That  is  the  same  case,  is  it  ? 

Mr.  Adkins.  No;  that  is  not  the  same  case.  This  case  was  decided 
in  1878.     I  think  he  must  refer  to  this  case. 

The  Chairman.  Very  well. 

Mr.  Adkins.  In  the  comptroller's  report  on  January  11,  1910, 
undertaking  to  give  instructions  to  his  examiners  as  to  what  they 
should  do,  he  referred  to  that  case  as  the  only  then  decision  of  the 
Supreme  Court  of  the  United  States. 

Something  has  been  said  about  directors'  oaths.  I  think,  as  you 
know,  under  the  national-bank  law  a  man  to  be  a  director  in  a  national 
bank  must  hold  10  shares  of  stock  at  least,  free  and  unhypothecated. 
It  transpires,  from  the  reports  made  to  the  comptroller,  that  one  of 
the  directors  of  this  bank  owned  10  shares  of  stock,  and  for  three 
years  had  had  it  hypothecated  for  a  debt,  and  he  had  made  this 
affidavit  each  year.  Under  the  practice,  an  affidavit  is  made  that 
you  are  qualified  and  hold  at  least  10  shares,  free  and  unpledged. 

The  Chairman.  What  years  ? 

Mr.  Adkins.  For  the  year  1912  or  1914.  Frankly,  this  particular 
director  was  very  much  surprised  and  horrified  when  he  found  what 
he  had  done.  He  said  he  did  not  know  that  was  the  law.  And  I 
think  he  resigned  as  a  director. 

The  Chairman.  What  was  his  name  ? 

Mr.  Adkins.  Henry.  Henry  was  the  druggist  then  owning 
Thompson's  drug  store,  at  Fifteenth  and  New  York  Avenue. 

The  investigations  in  that  connection  disclosed  several  other 
interesting  things.  In  these  regular  reports  of  condition  made  by 
the  bank  thev  are  required  to  state  the  ownership  of  stocks  by  the 
directors.  The  reports  of  1912,  1913,  and  1914  showed  over  1,100 
shares  of  stock  owned  by  Mr.  Ailes,  the  vice  president.  In  his  letter 
of  December  1,  1914,  Mr.  Ailes  stated  that  in  the  year  1912  he  owned 
only  180  shares,  and  in  the  year  1913  he  owned  100  shares  of  stock  of 
that  bank.  I  think  that  came  about  in  this  way — and  it  was  an 
inadvertence:  Some  of  that  stock  had  been  put  in  the  name  of  Mr. 
Ailes  as  trustee  for  the  National  City  Bank,  and  undoubtedly  who- 
ever made  that  report  merely  looked. on  the  stock  records  and  saw 
that  it  wa3  standing  in  his  name;  nobody  paid  any  attention  to  it, 
and  he  signed  it;  but  it  turned  out  not  to  be  the  fact,  and  that  .report 
each  year  was  sworn  to  by  the  directors  who  made  it. 
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It  also  transpired  that  as  to  the  two  Flather  brothers,  the  vice 
president  and  cashier  respectively,  they  both  said,  "We  know  we 
always  had  10  shares  free  and  unpledged,"  but  when  the  comptroller 
asked  them  to  describe  that  certificate  they  said  they  could  not  do  it. 

As  to  the  stock  in  the  plaintiff  bank  owned  by  its  vice  president,  Flather,  and  its 
cashier,  it  appeared  from  their  letters  that  at  all  times  each  of  them  owned  10  shares 
of  stock  free  From  incumbrance,  but  neither  was  able  to  designate  any  specific  certificate 
as  representing  the  unpledged  shares.  This  was  due,  I  believe,  to  the  fact  that  so 
large  a  part  of  their  stock  was  pledged  by  them  as  security  for  loans. 

All  of  those  things  that  I  have  pointed  out  were  in  direct  violation 
of  the  law,  and  many  of  them  continued  down  to  the  very  day  that 
the  comptroller's  first  call  for  a  report  was  made.  They  were  stopped, 
and  all  of  them  were  stopped,  either  before  or  shortly  after  his  inves- 
tigation was  concluded. 

There  were  certain  other  practices  which  were  not  violations  of 
the  law,  but  were  not  good  banking  practices.  One  of  them  involved 
the  use  of  these  dummy  notes.  I  think  I  have  already  mentioned 
it,  but  I  will  run  over  it  very  briefly. 

Of  course,  the  books  of  a  bank  ought  to  show  the  true  condition. 
The  books  of  this  bank  did  not  show  the  true  condition  with  respect 
to  many  of  these  loans,  notwithstanding  the  fact  that  Mr.  Hann 
thought  that  they  did.  Mr.  Hann  did  not  go  into  all  of  these  things; 
he  could  not  have  gone  into  all  these  things.  I  have  already  men- 
tioned the  fact  that  Mr.  Glover  wanted  to  loan  $86,000  upon  this 
Navy  Annex,  as  Mr.  Hogan  describes  it.  He  did  not  have  the  money 
and  there  was  not  sufficient  money  in  Glover  and  Flather  and  Flather 
and  Flather.  So  Mr.  Nevius,  one  of  the  tellers,  made  his  note  to  the 
order  of  the  bank  for  $86,500,  and  Mr.  Glover's  collateral,  ample 
collateral,  was  gotten  out  and  put  with  it.  But  that  transaction 
did  not  appear  on  the  books  oi  the  bank  as  the  real  transaction, 
and  that  is  one  of  the  kind  of  transactions  which  the  officers  of  this 
bank  refused,  resolutely  refused,  to  report. 

Among  the  notes  was  one  for  $17,500,  dated  April  30,  1912,  signed 
by  Felt,  who  was  not  an  employee  of  the  bank.  That  note  repre- 
sented a  loan  made  to  W.  J.  Flather,  a  vice  president,  who  furnished 
the  securities  attached  to  it.  When  the  bank  was  first  questioned 
about  that  note,  it  reported  that  Mr.  Flather  was  interested  in  that 
note  but  not  liable  on  it,  and  then,  before  the  comptroller  got  through, 
they  reported  that  that  entire  loan  was  made  for  his  benefit,  and  I 
think  equitablv  a  court  would  hold  that  an  officer  of  a  bank  borrow- 
ing money  in  tnat  concealed  way  from  the  bank  should  be  responsible, 
even  though  he  had  not  signed  the  note,  if  there  should  be  any 
deficiency  m  the  securities;  and  I  think  it  was  admitted  that  the 
directors  did  not  know  about  that  particular  transaction. 

There  was  a  similar  note  made  by  a  man  by  the  name  of  Nevius 
on  August  22,  1911,  for  $26,400.  The  bank  reported,  when  that 
note  was  first  questioned,  that  its  cashier,  H.  H.  Flather,  was  inter- 
ested .in  it  but  not  liable,  and  then  later  they  reported,  as  they 
bad  done  as  to  the  Felt  note,  that  it  appeared — something  that 
they  did  not  know  at  the  time — that  that  note  was  also  made  for 
the  entire  benefit  of  the  cashier,  and  that  he  got  the  money,  and  of 
course  he  would  have  been  equitably  liable  to  the  bank  for  that 
note. 
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Senator  Walsh.  Is  that  not  criminal?  Is  there  not  any  law 
which  prevents  a  bank  officer  from  getting  funds  from  his  own  bank 
and  using  the  name  and  note  of  another  person?  Of  course,  if  he 
wrote  that  name  himself,  it  would  be  forgery. 

Mr.  Adkins.  Of  course,  the  clerks  here  were  entirely  willing  to 
do  it,  and  they  did  do  it.  I  do  not  believe  it  is  a  violation  of  the 
law. 

Then  you  will  recall  a  loan  made  to  the  man  who  owned  Capital 
Traction  stock  in  1903,  where  five  of  the  bank  clerks  gave  their 
notes. 

Then  you  will  recall  also  the  note  for  $11,000  or  so  made  by  one 
of  the  clerks  of  the  bank,  to  which  were  attached  as  collateral  secu- 
rity these  title  stocks  and  insurance  stocks. 

Those  were  only  a  few  of  the  many  instances  that  occurred.  In  a 
special  report  made  November  7,  1914,  the  bank  furnished  a  list  of 
loans  made  by  the  bank  since  January  1,  1910,  the  collateral  for 
which  did  not  belong  to  the  signer  oi  the  note.  That  described 
about  20  notes  made  by  the  employees  of  the  bank  where  the  col- 
lateral did  not  belong  to  them.  Here  were  20  notes  made  by  em- 
ployees for  other  individuals,  who  put  up  the  collateral. 

Senator  Walsh.  Was  Nevius  a  clerk  ? 

Mr.  Adkins.  I  think  he  was. 

Senator  Gronna.  I  think  you  ought  to  state  very  frankly  that  that 
is  a  very  common  practice.  That  would  simply  be  an  accommoda- 
tion note.  It  is  not  only  not  a  violation  of  law,  but  it  is  a  practice  that 
occurs  in  every  city  of  the  United  States,  in  every  little  village. 

Senator  Walsh.  You  do  not  mean  that  that  is  a  common  practice  ? 

Senator  Gronna.  I  do  mean  that  it  is  a  common  practice  to  make 
accommodation  notes. 

Senator  Walsh.  That  an  officer  in  a  bank 

Senator  Gronna.  When  the  security  is  good,  when  ample  security 
is  furnished,  it  is  a  common  practice  in  every  bank  in  the  United 
States.     There  is  not  a  bank  in  the  country  that  would  not  take  it. 

Mr.  Adkins.  For  an  officer  of  the  bank,  without  the  knowledge  of 
the  directors  ? 

Senator  Gronna.  I  was  not  speaking  about  an  officer.  You  were 
just  now  speaking  of  a  man  who  was  not  connected  with  the  bank. 

Mr.  Adkins.  But  these  were  transactions  where  officers  of  the  bank 
had  borrowed  money. 

Senator  Gronna.  But  you  just  mentioned  one,  Mr.  Felt,  who  had 
nothing  whatever  to  do  with  the  bank.  He  was  not  an  officer  of  the 
bank,  but  he  had  given  his  note.  I  am  not  a  lawyer,  I  am  just  a 
layman,  but  I  do  know 

Mr.  Adkins  (interrupting).  I  am  afraid  I  did  not  make  that  plain. 

Senator  Gronna.  Oh,  yes,  you  made  it  very  plain.  The  record 
will  show  you  stated  that  this  man  was  not  connected  with  the  bank. 

Senator  Fletcher.  Yes;  but  the  man  who  got  the  monev,  Flather, 
was  a  bank  officer. 

Senator  Gronna.  Of  course,  that  is  another  transaction. 

Mr.  Adkins.  No;  that  is  the  same  transaction. 

Senator  Gronna.  I  say  that  where  the  money  goes  would  be  a 
secondary  consideration.     The  question  is,  is  the  collateral  good  ? 

Senator  Walsh.  I  asked  Mr.  Adkins  if  there  is  not  any  law  to 
prevent  an  officer  of  a  bank  getting  funds  from  his  bank  on  a  note 
given  by  another  person. 
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Senator  Gronna.  Of  course,  if  you  can  show  there  has  been  col- 
lusion to  defraud  the  bank,  that  is  a  different  question. 

Mr.  Adkins.  Without  being  a  lawyer,  Senator,  you  are  entirely 
right  about  that. 

Senator  Gronna.  I  know  I  am  right. 

The  Chairman.  If   the  man  who   borrows   the  money  has   full 
security,  and  the  note  is  properly  secured,  what  difference  does  it 
make  what  he  doe3  with  the  money  after  he  gets  it  ? 
Senator  Gronna.  None  whatever. 
Mr.  Adkins.  That  is  not  the  transaction. 

Senator  Gronna.  That  is  the  question  asked  by  the  Senator  from 
Massachusetts. 

•■  Mr.  Adkins.  Let  me  see  if  I  can  clear  this  up.  Here  were  two 
transactions.  The  vice  president  of  the  bank  wanted  to  borrow 
$17,500  and  he  had  some  collateral.  Instead  of  putting  his  own  note 
in  there  and  letting  that  go  before  the  board  of  directors,  he  got  Mr. 
Felt,  who  was  not  employed  by  the  bank,  to  make  a  note  and  take, 
not  Mr.  Felt's  collateral  but  Mr.  Flather' s  collateral. 
The  Chairman.  Without  indorsement  ? 

Mr.  Adkins.  Of  course  it  was  indorsed,  so  it  could  be  realized  on. 
The  Chairman.  Then  it  ceased  to  be  Mr.  Flather's,  after  it  was 
indorsed  ? 

Mr.  Adkins.  Not  at  all.  It  was  a  mere  accommodation. 
Senator  Gronna.  Let  me  take  another  case  while  we  are  on  that. 
Let  us  suppose  that  Mr.  Flather  gives  Mr.  Felt  his  own  individual 
personal  check  for  $10,000,  and  tells  him  to  go  into  the  bank  and  draw 
the  cash.  Do  you  mean  to  say  that  it  would  be  an  illegal  act  or  a 
criminal  act  for  Mr.  Felt  to  pay  that  money  over  to  Mr.  Flather  ? 
Mr.  Adkins.  Not  at  all. 

Senator  Gronna.  Is  there  any  difference  in  the  two  transactions  if 
the  collateral  is  good,  as  good  as  you  say,  as  good  as  gold,  is  there 
any  difference  ? 

Mr.  Adkins.  I  think  there  is  a  very  decided  difference.    Collateral 
that  is  as  good  as  gold  to-day  may  be  very  poor  to-morrow,  you 
know. 
Senator  Gronna.  No. 

Mr.  Adkins.  And  ayear  from  to-morrow  it  may  be  very  doubtful. 
Senator  Gronna.  That  is,  such  collateral  as  you  have  in  some  of 
these  large  cities.     I  realize  that.     That  is  very  fluctuating.     But  not 
collateral  that  is  considered  good  out  West. 

Mr.  Adkins.  I  do  not  recall  what  the  character  of  the  collateral 
was  here.  I  say  this  was  a  deception  to  the  bank;  that  an  officer  of 
a  bank,  a  cashier  or  a  vice  president,  who  wants  to  borrow  its  funds, 
ought  to  do  it  openly,  and  it  does  not  make  any  difference  whether 
he  furnishes  no  collateral  or  ten  times  the  amount  of  the  loan.  I  say 
he  is  doing  a  bad  banking  practice  and  a  wrong  thing  morally  when  he 
has  some  individual  come  in  there  and  sign  a  note  as  a  matter  of 
accommodation  for  him,  and  then  cease  to  have  any  further  responsi- 
bility. 
Senator  Gronna.  You  are  a  lawver,  and  a  good  lawyer — I  have 

heard  something  about  you,  and  I  know  you  are  a  good  lawyer 

Mr.  Adkins.  I  thank  you. 

Senator  Gronna.  Does  it  not  make  any  difference  what  the  motive 
is?    If  it  is  shown  his  motive  is  good,  that  the  intention  is  simply  to 
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transact  a  legitimate  business  for  the  purpose  of  making  profits  for 
the  institution,  would  it  make  any  difference  ? 

Mr.  Adkins.  His  motive  in  borrowing  the  money  would  not  be 
material.  I  suppose  he  borrowed  the  money  because  he  wanted  the 
money. 

Senator  Gronna.  Yes. 

Mr.  Adkins.  This  was  not  to  make  profits  for  the  bank.  It  was  to 
make  profits  for  himself. 

Senator  Gronna.  Would  it  make  any  difference  whether  the  inten- 
tion of  the  borrower  was  to  defraud  the  bank  ? 

Mr.  Adkins.  I  think  it  would. 

Senator  Gronna.  Or  if  it  was  to  make  money  for  the  bank  ? 

Mr.  Adkins.  I  think  it  would. 

Senator  Gronna.  I  think  so  too. 

Mr.  Adkins.  I  think,  as  you  have  suggested,  if  the  cashier  of  the 
bank,  the  man  who  can  part  with  its  iunds,  the  individual,  under- 
takes to  get  funds  out  for  the  purpose  of  defrauding  the  bank,  that 
of  course  would  be  a  conspiracy  to  defraud.  There  was  not  any  con- 
spiracy to  defraud  the  bank  in  this  connection. 

Senator  Walsh*  From  the  comptroller's  standpoint,  I  would  like 
to  ask  you  what  the  situation  would  be  if  the  cashier  of  the  bank 

fot  10  different  people,  on  his  collateral,  or  20  different  people,  to 
orrow  large  sums  of  money,  and  the  securities  went  wrong,  the 
bank  failed,  and  the  Comptroller  of  the  Currency  knew  that  the  cashier 
of  the  bank  was  using  tnese  names.  What  position  would  he  be  in 
as  a  competent  public  official  ? 

Mr.  Adkins.  I  think  he  would  be  very  derelict  in  his  duty  if  he 
did  not  call  the  attention  of  the  directors  of  the  bank  to  that  and 
urge  them  to  get  rid  of  a  man  who  was  playing  with  the  funds  of  the 
bank  for  his  own  benefit  in  that  connection. 

Now,  Senator  Gronna,  this  business  of  a  dummy  or  concealed  note 
is  a  very  dangerous  thing.  It  did  not  result  in  any  loss  in  this  par- 
ticular instance,  but  I  think  you  will  agree  with  me  that  it  does  not 
make  any  difference  whether  a  man  is  successful  or  not,  the  real 
question  is  whether  the  thing  is  intrinsically  wrong.  There  is  not 
one  rule  for  the  man  who  succeeds  and  another  for  the  one  who  does 
not  succeed. 

Senator  Gronna.  You  seem  to  confuse  the  question.  You  seem 
to  see  no  distinction  between  an  accommodation  note  and  a  dummy 
note.  They  are  just  as  different  as  night  is  different  from  day,  and 
any  banker  who  has  done  any  business  whatever  knows  that  there  is 
a  difference  between  a  real  accommodation  note  and  a  dummy  note. 

Mr.  Adkins.  Is  not  the  officer  of  the  bank  in  a  somewhat  different 
situation  from  a  borrower  ?  Suppose  I  ask  you  to  give  me  your  note 
so  that  I  may  borrow  money  from  the  Riggs  National  Bank.  That 
is  a  pure  accommodation  note,  is  it  not  t 

Senator  Gronna.  Yes. 

Mr.  Adkins.  And  I  may  take  that  up  and  get  the  money  and  nobody 
can  criticize  either  one  of  us — except  you,  for  your  unwisdom  in 
doing  that  for  me.  However,  if  Mr.  Flather  wants  to  borrow  money 
from  the  bank,  he  being  an  officer  of  the  bank  is  in  a  somewhat  dif- 
ferent situation.  The  proper  thing  for  him  to  do  is  to  do  it  openly 
and  to  give  his  own  note  and  furnish  his  own  collateral.  For  some 
reason  which  I  do  not  know  instead  of  doing  that,  he  goes  to  some- 
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body  who  is  not  financially  responsible  and  says,  "I  do  not  want  the 
bank  to  know" — this  is  the  result  of  it — "of  my  borrowing  this 
money.  You  make  this  note  and  go  in  and  ask  for  the  discount, 
and  I  will  see  you  get  it  and  will  protect  you  from  any  loss  on  this 
note." 

Senator  Gronna.  If  he  does  it  in  the  way  you  suggest,  if  I  were 
Comptroller  of  the  Currency  I  would  close  up  his  bank. 
Mr.  Adkins.  That  is  the  way  it  was  done. 

Senator  Walsh.  Is  not  the  reason  why  officers  are  limited  in 
borrowing  from  a  bank  that  they  have  to  pass  upon  their  own  notes  ? 
Mr.  Adkins.  Oh,  yes. 

Senator  Walsh.  And  the  law  prevents  them  from  doing  that 
because  they  do  not  use  the  same  caution  and  discretion  ? 
Mr.  Adkins.  Yes. 

Senator  Walsh.  When  the  cashier  of  a  bank  uses  his  own  money 
or  security  and  gets  another  man's  name  is  he  not  indirectly  evading 
the  law?  He  is  passing  upon  his  own  transactions  under  another 
man's  name. 
Mr.  Adkins.  He  conceals  something  from  his  directors. 
Senator  Gbonna.  Do  you  think  it  would  be  possible  for  Mr. 
Flather — I  will  use  the  name  "Flather"  because  that  is  the  question 
that  is  before  the  committee — to  conceal  anything  with  reference  to 
having  Mr.  Nevius  make  a  note  ?  Do  you  not  think  that  it  is  probable 
that  every  official  of  that  institution  would  know  and  pass  upon  the 
security  that  Nevius  would  put  up  before  a  loan  of  that  sort  would 
be  made  ? 

Mr.  Adkins.  I  do  not  know  whether  the  cashier  does  it  there,  or 
whether  they  have  a  discount  committee  for  loans  as  large  as  $17,500. 
I  do  know  that  the  cashiers  in  many  banks,  without  going  to  their 
committees,  make  certain  loans. 

I  can  only  tell  you  what  they  reported  the  facts  in  this  case.  When 
this  bank  undertook  the  report  about  this  note  of  Mr.  Felt's,  thej 
6aid,  "  We  understand  that  Mr.  Flather  has  some  interest  in  it  but  Is 
not  responsible  on  it. "  They  did  not  know  the  facts.  The  directors 
did  not  know  that  Mr.  Flather  had  gotten  this  money.  A  little  later 
they  looked  into  it  further,  asked  Flather  about  it,  and  he  told  them. 
Then  they  said,  "Why,  the  fact  of  the  matter  is  that  this  loan  was 
made  for  Mr.  Flather's  benefit. "  And  I  say  that  in  equity  Mr. 
Flather  was  responsible  to  the  bank  for  the  amount  of  that  money. 
The  same  transaction  was  conducted  by  the  other  Mr.  Flather  for  a 
slightly  larger  sum,  $26,400,  and  the  money  was  obtained  in  the  same 
way. 

Senator  Gronna.  Is  it  not  reasonable  to  suppose  that  Mr.  Flather 
would  agjree  with  you  that  he  was  responsible  for  that  money  ? 

Mr.  Adkins.  I  clo  not  know  whether  he  would  or  not.  But  if  he 
was  responsible,  why  did  he  not  put  his  name  on  it  ?  Why  should  he 
deceive?  Why  should  he  want  to  deceive  the  other  officers  of  the 
bank?  I  do  not  know  whether  his  loans  then  exceeded  the  limit. 
I  do  not  believe  they  did  exceed  the  limit.  I  do  not  believe  this 
amount  would  have  made  that  exceed  the  limit.  But  in  some  of 
toese  cases  the  dummy  loan  was  made  for  the  purpose  of  concealing 
the  fact  that  he  had  an  excess  loan. 

Senator  Gronna.  I  dislike  very  much  to  have  to  argue  for  Mr. 
Flather — I  do  not  know  Mr.  Flather,  and  I  hold  no  brief  for  any 
banker  as  far  as  I  am  concerned,  oat  I  just  want  to  know  the  facts. 
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Mr.  Adkins.  That  is  what  I  want  to  tell  you. 

Senator  Gronna.  I  am  unable  to  understand  your  argument.  A 
lawyer  is  likely  to  get  a  little  too  critical. 

Mr.  Adkins.  Technical? 

Senator  Gronna.  Technical  and  hypercritical. 

Mr.  Adkins.  I  do  not  want  to  do  that. 

Senator  Gronna.  I  am  not  going  to  find  any  fault  with  it,  but  at 
the  same  time,  as  a  practical  man,  as  I  told  you  this  morning,  who 
knows  something  about  banking,  I  can  not  agree  with  you. 

Mr.  Adkins.  You  understand  I  do  not  hold  any  brief  for  anybody 
here.  I  am  only  undertaking  to  tell  you  what  I  understand  the  facts 
here  to  be,  and  I  might  say  in  this  same  connection — and  I  am  almost 
through,  Mr.  Chairman 

Senator  Gronna.  You  are,  of  course,  trying  to  show  to  the  com- 
mittee the  reasons  why  these  questions  were  asked. 

Mr.  Adkins.  And  what  that  discloses. 

Senator  Gronna.  And  the  committee,  I  am  sure,  is  anxious  to 
know  it,  and  they  ought  to  know  it. 

Mr.  Adkins.  I  might  say  in  this  connection,  too,  Sienator,  that 
from  my  own  experience  in  national  banks — and  for  several  years  I 
watched  the  prosecution  of  officers  who  were  prosecuted — this  ques- 
tion of  a  concealed  loan  to  one  of  the  officers  usually  plays  the  main 
Eart  whenever  there  is  a  failure.  There  was  not  anvtmng  of  that 
ind  here,  but  it  is  a  vicious  banking  practice,  and  there  is  all  the 
difference  in  the  world  between  a  dummy  note  and  an  accommoda- 
tion note.  An  accommodation  note  is  all  right  if  the  accommodation 
man  is  good.  But  the  officers  of  a  bank  ought  to  know  whenever  one 
of  their  number  undertakes  to  borrow  money  from  the  bank  that  he  is 
doing  it,  and  the  Comptroller  of  the  Currency  ought  to  know  that  he 
is  domg  it,  and  by  this  process  these  very  large  Loans — loans  that  to 
me  would  be  very  large — were  made  without  the  officers  of  the  bank 
knowing  about  it. 

There  were  other  loans,  and  very  large  loans,  made  directly  to  the 
officers  of  the  bank.  They  are  stated  in  a  table  which  Mr.  Williams 
has  annexed  to  his  affidavit.  They  got  up  in  May,  1913,  to  $761,000, 
and  that  table  shows  that  that  does  not  include  the  dummy  or  con- 
cealed notes,  because  the  comptroller  was  unable  to  get  hold  of  them. 
And  I  might  say  in  that  connection  that  the  report  upon  which  the 
fine  was  imposed  was  a  call  by  the  comptroller  for  the  very  purpose 
of  getting  the  information  which  would  comply  with  hi3  inquiry  in 
this  connection.  He  says,  "Give  me  a  list,  during  the  existence  of 
this  bank,  of  all  such  notes  and  loans  which  have  been  made,  all  indi- 
rect or  concealed,  as  well  as  direct  loans  by  officers  of  the  bank." 
They  said,  "We  will  not  do  it,"  and  they  did  not  do  it. 

Also  during  this  period  there  were  very  substantial  loans  made  to 
a  very  large  number  of  officials  in  the  Treasury  Department.  And 
there  were  a  number  of  them  connected  with  the  comptroller's  office. 
There  is  a  table  of  those  loans  also  set  forth  in  the  comptroller's 
affidavit.  I  assume  that  this  committee  has  before  it  the  pleadings 
in  the  equity  case.    They  would  be  very  helpful  to  you. 

Senator  Walsh.  Were  those  loans  to  Treasury  employees  based 
upon  collateral  ? 

Mr.  Adkins.  Sometimes  there  was  collateral  and  sometimes  there 
was  not.    They  were  all  paid,  with  one  exception.     There  was  one 
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exception  where  there  was  a  loss  of  several  thousand  dollars.  One 
was  a  bank  examiner,  one  was  a  comptroller,  one  or  two  assistant 
secretaries.    There  is  a  list  of  them  set  forth  somewhere. 

Senator  Fletcher.  I  do  not  think  we  have  those  pleadings. 
Are  they  printed  in  sufficient  number  so  that  the  committee  can 
have  them  ? 

The  Chairman.  The  pleadings  ? 

Senator  Fletcher.  Yes. 

The  Chairman.  What  do  you  mean,  the  court  proceedings  ? 

Senator  Fletcher.  Yes. 

The  Chairman.  I  do  not  know. 

Senator  Fletcher.  Mr.  AdMns,  how  msnj  copies  of  those  plead- 
ings have  you?  I  do  not  think  the  committee  has  them.  They 
were  not  put  in  our  hearings  anywhere. 

Mr.  Adkins.  I  have  a  number  of  copies  of  the  comptroller's  affi- 
davit, but  only  a  few  copies  of  the  other  affidavits.  There  was  a 
return  made  by  the  comptroller,  this  document,  and  one  made  by 
the  Secretary,  which  was  printed  separately,  and  one  made  by  the 
Treasurer,  which  was  very  short.  Then  there  were  three  or  four 
other  affidavits  filed  in  support  of  those. 

The  opinion  of  Mr.  Justice  McCoy  also  has  been  printed,  and  that 
might  interest  you.  I  have  an  abstract,  which  I  had  made  of  that 
opinion,  taken  chronologically,  which  I  had  made  for  use  before  the 
court  in  the  McFadden  case,  and  I  am  entirely  willing  to  give  you 
that  if  you  care  for  it. 

Now,  gentlemen,  I  think  I  have  covered  the  salient  facts  of  the 
civil  case.  The  Comptroller  of  the  Currency  had  some  of  these  facts 
reported  to  him  by  nis  bank  examiner  in  May,  1914.  He  was  told 
by  the  bank  examiner  that  there  was  this  Flather  and  Flather  account, 
with  a  balance  of  $50,000  in  it,  partly  securities,  including  these 
stocks  I  have  mentioned,  and  some  casn,  and  he  undertook  to  find 
out  what  it  was  about,  and  he  never  did  get  a  positive  answer  as  to 
the  ownership. 

He  was  also  met  with  refusals  to  let  the  examiner  find  out  what 
balances  these  other  large  borrowers  on  stock  securities  had,  and 
then  he  started  in  to  make  these  calls  and  one  report  led  to  another 
until,  as  a  result  of  that  investigation,  he  discovered  these  violations 
of  the  law,  seven  in  number.  Many  of  them  had  continued  through- 
out the  entire  period  of  the  existence  of  the  bank,  and  they  were 
stopped  only  after  he  had  begun  his  investigations.  Whether  that 
was  the  result  of  his  investigations  may  be  a  question  for  argument. 
But  the  fact  of  the  matter  is  that  his  predecessors  had  been  criticizing 
this  bank  from  the  time  of  its  existence.  Their  criticisms  had  been 
couched  in  what  the  bank  considered  proper  official  language  and 
they  had  been  practically  ignored.  When  Mr.  Williams  took  up  the 
situation  and  found  these  various  things,  he  insisted  that  they  be 
corrected,  and  he  used  at  times  fairly  strong  language,  no  stronger 
than  the  bank  used  in  reply,  but  it  was  language  that  was  sufficient 
to  accomplish  the  purpose,  and  by  the  time  his  investigation  was 
over,  these  unlawful  acts  had  ceased. 

All  of  that  was  submitted  to  Mr.  Justice  McCoy,  and  in  that  very 
elaborate  opinion  he  took  the  various  things  up,  one  by  one,  dis- 
cussed the  evidence  pro  and  con,  and  held  that  the  comptroller  was 
absolutely  within  his  power  in  making  these  calls  for  reports;  that 
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there  was  no  evidence  of  malice  or  ill  will  on  his  part,  but,  on  the 
other  hand,  if  there  was  any  malice  anywhere  in  the  case,  it  was 
upon  the  part  of  the  officers  of  the  bank;  that  the  comptroller  would 
have  been  derelict  in  his  duty  had  he  not  made  these  calls ;  and  that, 
so  far  as  the  court  could  see  as  a  man,  he  could  not  understand  why 
any  officer  of  a  bank  would  refuse  for  one  minute  to  make  a  report 
showing  the  indirect  and  concealed  loans  made  to  the  officers  of 
the  bank. 

Senator  Fletcher.  Mr.  Chairman,  I  think  we  ought  to  have  in 
the  record,  anyhow,  if  we  can  not  get  all  of  these  pleadings  in,  which 
are  quite  voluminous,  a  copy  of  that  opinion  of  Justice  McCoy. 

The  Chairman.  I  think  so,  too.  Will  you  furnish  a  copy,  Mr. 
Adkins  ? 

Mr.  Adkins.  Yes;  I  can  give  you  one  right  now. 

Senator  Fletcher.  Let  us  have  that  included  in  the  record. 

Mr.  Adkins.  I  have  it  here  in  two  forms,  in  the  Law  Reporter,  in 
which  form  I  think  perhaps  you  would  prefer  that,  because  it  con- 
tains headnotes  made  by  the  reporter,  somebody  entirely  disinter- 
ested.   There  are  four  numbers. 

If  you  care  for  it,  I  have  this  digest  here  of  the  opinion,  which 
reduces  it  to  about  one- tenth  of  the  length  of  the  opinion  itself. 

Senator  Fletcher.  We  had  better  have  the  opinion.  We  have 
the  digest  of  it  in  another  instance. 

Mr.  Adkins.  That  covers  everything  I  have  to  say,  unless  some- 
body wants  to  ask  me  questions. 

The  Chairman.  Does  any  member  of  the  committee  desire  to  ask 
Mr.  Adkins  any  questions  ?    If  not,  that  is  all. 

(The  opinion  of  Mr.  Justice  McCoy  referred  to  is  as  follows :) 

Supreme  Court  of  the  District  of  Columbia,  holding  an  equity  court.  The  Riggs 
National  Bank,  of  Washington,  D.  C,  plaintiff,  v.  John  skelton  Williams,  Comp- 
troller of  the  Currency;  William  Gibbs  McAdoo.  Secretary  of  the  Treasury;  John 
Burke,  Treasurer  of  the  United  States,  defendants.  Equity;  suit  against" United 
States  officers;  injunction;  national  ban  Is;  special  reports;  powers  of  Comptroller 
of  the  Currency;  assessment  of  penalties;  verification  or  reports. 

1.  The  exemption  of  the  United  States  from  suit  does  not  protect  its  officers  from 
persona]  liability  to  persons  whose  rights  of  property  they  have  wrongfully  invaded; 
and  in  case  of  an  injury  threatened  by  the  illegal  action  of  a  Government  official  be 
can  not  claim  immunity  from  injunction  process  on  the  ground  that  the  suit  is  one 
against  the  United  States. 

2.  The  validity  of  the  action  of  the  Comptroller  of  the  Currency  in  imposing  penal- 
ties upon  a  bank  for  alleged  failure  to  file  certain  reports  called  for  by  him  may  be 
inquired  into  by  the  court  and  if  found  unwarranted  by  law  the  payment  of  interest 
on  bonds  of  the  bank  withheld  for  the  purpose  of  meeting  the  penalties  assessed  may 
be  compelled. 

3.  The  Comptroller  of  the  Currency  acts  within  the  powers  conferred  upon  him  by 
law  where  upon  a  review  of  the  entire  situation  he  determines  that  penalties  should 
not  be  assessed  against  a  bank  in  a  particular  case. 

4.  Where,  however,  at  a  time  a  suit  for  an  injunction  was  filed  it  appeared  that  the 
comptroller  had  not  only  assessed  penalties  of  $5,000  against  the  plaintiff  bank  and 
directed  the  withholding  of  interest  on  bonds  with  which  to  meet  such  penalties,  but 
was  also  claiming  that  certain  reports  made  by  the  bank  were  unsatisfactory  and  that 
penalties  of  $100  a  day  were  being  incurred  by  the  bank,  the  fact  that  in  response  to 
the  bill  the  comptroller  made  affidavit  that  reports  having  been  made  to  all  tne  calls, 
although  not  wiuiin  the  time  prescribed  by  law,  he  did  not  intend  to  assess  any  penal- 
ties other  than  the  $5,000,  and  waived  the  right  to  assess  anv  other  penalty  on  such 
calls,  will  not  preclude  the  court  from  passing  upon  the  right  of  the  comptroller  to  assess 
such  penalties. 
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5.  In  such  a  case,  equity  haB  jurisdiction  because  of  its  being  alleged  that  property 
rieht*  are  being  threatened  by  acts  of  a  Federal  officer  claimed  to  be  unlawful  which 
if  not  restrained  will  lead  to  a  multiplicity  6f  suits. 

6.  The  matter  of  the  deposit  in  bank  of  public  funds  is  one  within  the  uncontrollable 
judgment  of  the  Secretary  of  the  Treasury,  and  his  action  in  that  regard  could  not  be 
restrained  even  though  he  should  threaten  the  withdrawal  of  deposits  with  the  hope 
that  by  so  doing  he  would  injure  a  particular  bank. 

7.  A  hill  in  equity  against  the  Comptroller  of  the  Currency,  Secretary  of  the  Treasury, 
and  Treasurer  of  the  tJnited  States  to  have  declared  illegal  the  action  of  the  comp- 
troller in  assessing  certain  penalties  against  the  plaintiff  bank,  to  enjoin  the  threatened 
afressment  df  further  penalties,  and  charging  a  conspiracy  on  the  part  of  defendants  to 
injure  the  bank,  held  not  to  state  a  cause  of  action  against  the  Secretary  of  the  Treasury, 
and  the  bill  dismissed  as  to  him  unless  he  Bhould  be  a  necessary  party  in  order  to  give 
relief  by  way  of  directing  the  payment  of  interest  on  bonds  of  the  bank  withheld 
because  of  the  penalty  assessed  by  the  comptroller. 

8.  Section  5211,  Revised  Statutes,  United  States,  authorizes  the  Comptroller  of  the 
Currency  to  require  from  banks,  in  addition  to  the  five  reports  as  to  resources  and 
liabilities  therein  provided  for,  special  reports  from  a  particular  bank,  and  such  spe- 
cial reports  are  required  to  show  what  the  comptroller  may  in  his  judgment  deem 
necessary  to  a  full  and  complete  knowledge  of  tne  bank's  condition,  and  are  not  to 
be  confined  to  a  mere  statement  of  resources  and  liabilities  as  are  the  five  general 
reports  provided  for. 

9.  Section  5211,  Revised  Statutes,  United  States,  construed  to  make  lawful  any 
inquiry  by  the  comptroller  for  the  purpose  of  obtaining  information,  not  only  as  to 
current  items  on  the  books  of  the  bank,  out  also  for  the  purpose  of  informing  himself 
generally  as  to  the  management  of  the  bank. 

10.  Whether  official  action  is  so  arbitrary  as  to  amount  to  a  total  lack  of  authority 
is  a  mixed  question  of  law  and  fact. 

11.  An  act  can  not  be  held  arbitrary  if  it  is  reasonably  related  to  a  particular  lawful 
purpose  or  unless  the  court  can  say  the  means  have  no  reasonable  relation  to  the  end. 

12.  The  calls  for  reports  made  by  the  comptroller  in  the  present  case  held  lawful, 
but  that  officer  held  not  authorized  to  demand  that  such  reports  be  verified  by  the 
persons  designated  by  him  to  swear  to  them. 

13.  Held,  therefore,  that  the  comptroller  having  called  for  a  report  not  verified  and 
attested  as  provided  in  the  statute  could  not  lawfully  assess  a  penalty  for  a  failure  to 
comply  with  the  demand  made  by  him. 

14.  Except  for  the  purpose  of  compelling  payment  of  the  interest  due  the  plaintiff 
bank  and  retained  to  meet  the  penalties  unlawfully  assessed  by  the  comptroller  and 
of  enjoining  the  assessment  of  other  penalties  for  failure  to  comply  with  the  demands 
for  reports  the  bill  dismissed  as  to  all  the  defendants. 

In  equity,  No.  33360.     Decided  Mav  31,  1916. 

Hearing  on  a  motion  to  dismiss  a  bill  in  equity  for  an  injunction,  etc. 

Mr.  F.  J.  Hogan  and  Mr.  J.  W.  Bailey  for  the  plaintiff. 

Mr.  L.  D.  Brandeis,  Mr.  Charles  Warren,  Mr.  J.  C.  Adkins,  Mr.  J.  E.  Laskey,  and 
Mr.  Samuel  Untermyer  for  the  defendants. 

Mr.  Justice  McCoy  delivered  the  opinion  of  the  court: 

The  bill  is  filed  against  the  defendants  in  their  official  capacities  and  is  before  the 
(ourt  on  a  motion  of  the  plaintiff  for  a  pretiminary  injunction,  and  on  motions  by  the 
defendants  to  dismiss  on  several  grounds  which  will  be  stated  hereafter. 

The  affidavits  submitted  by  the  defendants  on  the  motion  for  preliminary  relief 
completely  met  and  overcame  the  charges  of  malice  and  bad  faith  on  the  part  of  the 
Secretarv  of  the  Treasury  and  the  Comptroller  of  the  Currency;  consequently,  the 
motion  /or  preliminary  relief  was  denied  except  in  so  far  as  it  made  necessary  a  con- 
sideration of  the  question  of  the  powers  of  the  comptroller  to  call  for  special  reports  from 
banks. 

The  allegations  of  the  bill  other  than  those  which  are  formal  or  relate  to  the  standing 
of  the  plaintiff  are  substantially  of  two  classes,  one  consisting  of  allegations  inserted 
for  the  purpose  of  showing  malice  and  ill  will  on  the  part  of  the  defendants  McAdoo 
and  Williams  toward  the  officers  of  the  plaintiff  bank,  and  the  other  consisting  of 
allegations  as  grounds  for  relief.  In  stating  the  case  made  by  the  bill  the  allegations 
of  facts  thought  to  prove  malice  and  ill  will  will  be  only  briefly  stated  for  reasons 
given  below.  The  substance  of  the  allegations  is  as  follows:  The  defendants  are  sued 
in  their  official  capacities.  The  plaintiff  is  a  national  banking  association  with  its 
principal  place  of  business  in  the  District  of  Columbia,  incorporated  on  or  about  July 
1, 1896,  and  in  that  year  succeeded  to  the  large  and  prosperous  banking  business  for 
many  years  conducted  by  a  partnership  under  the  name  of  Riggs  &  Co.,  since  which 
time  it  has  done  a  successful  Dusiness  and  is  now  in  excellent  financial  condition.     It 
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is  the  Washington  representative  of  several  hundred  national  banks  and  has  extensive 
foreign  relations,  being  the  correspondent  of  a  number  of  foreign  banks  and  bankers, 
and  it  issues  many  letters  of  credit  for  use  in  foreign  countries.  It  has  a  good  repu- 
tation and  its  financial  standing  is  unquestioned  and  unquestionable.  It  enjoys  the 
confidence  of  the  community  in  which  it  does  business  and  of  banks  and  bankers 
throughout  the  United  States  and  foreign  countries.  Neither  the  Secretary  of  the 
Treasury  nor  the  Comptroller  of  the  Currency  has  charged  that  the  plaintiff  is  not 
entirely  solvent  or  that  its  loans,  discounts,  investments  or  other  resources  represent 
either  bad,  doubtful  or  slow  securities  to  an  extent  possible  to  impair  its  capital  or 
reduce  its  surplus.  The  defendant  Williams  became  Comptroller  of  the  Currency 
February  3,  1914.  He  had  theretofore  been  Assistant  Secretary  of  the  Treasury.  On 
March  4,  1915,  the  plaintiff  filed  with  the  comptroller  one  of  the  five  reports  required 
by  law,  and  neither  he  nor  the  Secretary  of  tne  Treasury  claims  that  such  report  is 
not  a  true  and  correct  statement  of  the  resources  and  liabilities  of  the  plaintiff. 

The  defendants  Williams  and  McAdoo  have  confederated,  combined,  and  conspired 
so  to  use  and  abuse  and  exceed  the  powers  conferred  on  them  by  the  laws  of  the  United 
States,  particularly  the  powers  conferred  on  the  Comptroller  of  the  Currency  by  sec- 
tions 5211  and  52l3  of  the  Revised  Statutes,  as  to  impose  upon  plaintiff  unlawful, 
excessive,  and  ruinous  penalties,  and  entirely  to  cut  off  the  plaintiff  from  certain 
large  bank  deposits  hitherto  held  by  it  and  greatly  to  injure,  if  not  wholly  destroy, 
its  business,  and  it  is  their  purpose  and  intent  willfully  and  maliciously*  to  inflict 
irreparable  injurv  on  the  plaintiff  in  defiance  of  law  and  in  violation  of  their  official 
oaths  and  wrongfully  to  subject  it  to  their  arbitrary  actions,  which  are  unauthorized 
by  any  law  and  in  palpable  violation  of  plaintiff's  property  rights  in  the  premises, 
and  thereby  confiscate  or  destroy  the  same. 

The  sections  of  the  Revised  Statutes  under  which  the  defendants  are  claiming  to 
act  are  set  forth,  and  also  section  5241  as  it  originally  stood  and  as  amended  by  the 
Federal  reserve  act  of  December  23,  1913.  This  section  limits  the  visitorial  powers 
to  which  banks  shall  be  subject  to  those  which  are  authorized  by  law  or  vested  in 
courts  of  justice  or  such  as  shall  be  or  shall  have  been  exercised  or  directed  by  Congress 
or  by  either  House  thereof,  or  by  any  committee  of  Congress  or  of  either  House  duly 
authorized.  Section  5211,  being  one  of  the  sections  of  the  Revised  Statutes  quoted 
in  the  bill  after  providing  for  five  reports  during  each  year  to  be  transmitted  to  the 
comptroller  by  ail  banks,  provides  that: 

"The  comptroller  shall  also  have  power  to  call  for  special  reports  from  any  particular 
association  whenever  in  his  judgment  the  same  are  necessary  in  order  to  a  full  and 
complete  knowledge  of  its  condition.' ' 

Notwithstanding  the  above-mentioned  provisions,  the  defendant  Williams  has 
called  on  the  plaintiff  bank  for  numerous  special  reports  which  are  "wholly  imper- 
tinent and  irrelevant  to  a  full  and  complete  knowledge  of  its  conditions  and  which 
are  unnecessary  for  that  purpose  in  any  reasonable  judgment  of  the  Comptroller  of  the 
Currency,  and  has  wrongfully  subjected  the  plaintiff  to  an  exercise  of  inquisitorial 
and  visitorial  powers  other  than  such  as  were  authorized  by  law,  and  has  also  wrong- 
fully and  maliciously  subjected  the  plaintiff,  by  conducting  a  persistent  and  unlawful 
and  unauthorized  inquisition,  to  compliance  with  many  such  calls  at  great  expense, 
and  has  imposed  upon  plaintiff's  officers  and  employees  an  appalling  mass  of  totally 
unnecessary  work  in  hindrance  and  detriment  to  a  proper  and  orderly  conduct  of  its 
said  business;  and  in  addition  the  defendant  Williams  has  in  flagrant  violation  of 
law  assessed  certain  numerous  penalties  against  the  plaintiff  *  *  *  and  is  still 
continuing  and  threatens  to  continue  so  to  do,  with  the  result  that  at  the  present  time 
the  penalty  so  as  aforesaid  unlawfully  assessed  by  the  said  defendant  Williams  against 
the  plaintiff  bank  amounts  to  about  $150,000,  as  nearly  as  the  plaintiff  can  ascertain, 
or  calculate,  but  the  plaintiff,  with  one  exception,  is  entirely  without  any  intelligent 
statement  from  the  defendant  Williams  as  to  why  such  penalties  have  been  inflicted 
or  as  to  the  exact  amount  thereof,  either  as  to  their  total  amount  or  as  to  the  per  diem 
total  thereof." 

Tries;?  penalties  are  so  excessive  as  to  destroy  the  plaintiff's  business  unless  tho  col- 
lection of  them  is  restrained,  and  the  three  defendants  have  unlawfully  retained  and 
caused  to  be  retained  the  sum  of  $5,000,  being  interest  due  on  bonds  deposited  by  the 
plaintiff  with  the  Treasurer  of  the  United  States  to  secure  its  circulation,  and  it  is 
intended  to  pay  said  sum  of  mon?y  into  the  Treasury  of  the  United  States,  and  it  is 
also  threatened  and  intended  to  retain  and  pay  into  the  Treasury  thp  future  interest 
on  said  bonds  when  and  as  the  same  shall  become  due  to  the  plaintiff. 

The  defendant  Williams,  while  Assistant  Secretary  of  the  Trpasury,  openly  mani- 
fested his  personal  hostility  to  the  plaintiff  bank  and  its  officers  in  ways  not  stated. 

Prior  to  December,  1913,  "the  defendants  McAdoo  and  Williams  had  in  ways  which 
will  be  fully  detailed  in  the  evidence  to  be  taken  in  this  suit,  openly  and  publicly 
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manifested  their  prsonal  malice  toward  certain  of  plaintiff's  officers;"  and  thereafter 
and  on  December  3  and  4,  11*13,  during  the  course  of  a  discussion  as  to  the  responsi- 
bility for  a  certain  newspaper  article  two  of  the  officers  of  the' bank  were  charged  with 
Fiich  responsibility  by  the  defendant  McAdoo  and  one  of  said  officers  informed  the 
defendant  McAdoo  that  the  lattr's  attitude  could  only  be  regarded  as  one  of  personal 
p  »rp«H.-utiun,  whereupon  said  dnfrndant  McAdoo  ordered  him  out  of  the  Secretary's 
office  and  said  to  the  president  of  the  plaintiff:  "You  know  what  this  means  to  the 
Riires*  National  Bank,"  the  bill  adding:  "Meaning  thereby  from  that  time  on  the 
power  of  the  Treasury  Department  would  be  aggressively  used  for  the  ruination  and 
destruction  of  the  plaintiff  bank  in  order  to  satisfy  the  personal  malice  and  ill  will  of 
the  defendants  Williams  and  McAdoo  against  its  officers.  Shortly  afterwards  the  said 
defendants  Williams  and  McAdoo  began  a  series  of  persecutions  against  the  plaintiff 
tank  for  the  purpose  of  impairing  or  destroying  its  said  business  as  hereinafter  more 
fully  shown." 

Short!  v  afterwards  the  defendant  Williams  was  nominated  to  the  office  of  the  Comp- 
troller of  the  Currency  and  made  to  the  Committee  on  Banking  and  Currency  of  the 
Senate,  when  the  matter  of  his  confirmation  was  up  for  consideration,  a  vicious  attack 
on  the  officer  so  charged  with  responsibility  for  the  publication  of  said  newspaper 
artirle  on  the  false  assumption  that  the  latter  was  responsible  therefor. 

The  bill  then  goes  on  to  set  forth  the  specific  acta  of  the  various  defendants  which 
the  plaintiff  claims  are  wrongful,  first  taking  up  those  against  the  Secretary  of  the 
Treasury. 

It  has  been  the  custom  of  the  Treasury  Department  to  deposit  in  various  national 
banks  in  the  District  of  Columbia  a  sum"  of  money  approximately  equal  to  the  taxes 
paid  by  the  District  into  the  Federal  Treasury.  These  taxes  have  been  made  in  pro- 
portion to  the  individual  deposits  in  each  of  said  banks  and  from  the  distribution  of 
this  money  for  deposit  in  May,  1914,  the  defendant  McAdoo  "arbitrarily"  eliminated 
the  plaintiff;  and  on  inquiry  being  made  as  to  the  reason  for  such  elimination  stated 
that  he  was  not  required  to  give  any  reasons  for  his  action,  but  that  the  reason  was  that 
the  plaintiff  bank  did  a  relatively  small  commercial  business  and  that  he  thought  it 
would  be  a  greater  benefit  to  the  commercial  interests  of  the  community  if  the  money 
were  placed  in  other  banks,  and  stated  further  that  it  was  his  purpose  to  withdraw  all 
Government  funds  from  the  plaintiff  bank,  this  expressed  purpose,  the  bill  says, 
being  an  execution  of  said  threat  embodied  in  the  words  above  quoted,  namely,  "  You 
know  what  this  means  to  the  Riggs  National  Bank."  Thereafter  plaintiff  was  dis- 
continued as  a  Government  depository. 

The  'plaintiff  believes  and  therefore  avers"  that  the  defendant  McAdoo  succeeded 
through  personal  efforts  in  having  gradually  withdrawn  from  the  plaintiff  bank  deposits 
of  Panam  Canal  funds,  the  deposit  of  which  are  within  the  exclusive  jurisdiction  of 
the  Secretary  of  War,  and  that  there  now  remains  with  a  balance  of  said  funds  amount- 
ing to  approximately  $22,000.  All  of  said  withdrawals  and  withholding  of  deposits 
were  made  at  a  time  when  banks  were  hoarding  their  money  and  when  the  bonds 
Riven  to  secure  the  payment  of  said  Canal  deposits  could  be  marketed  only  by  private 
6ale,  the  war  in  Europe  having  resulted  in  the  closing  of  public  exchanges  ana  when 
prices  of  securities  were  at  lower  figures  than  they  had  been  for  many  years  and  when 
panic  conditions  existed,  and  that  all  this  was  done  in  a  deliberate  attempt  to  wreck 
the  plaintiff  bank,  and  in  execution  of  the  conspiracy  existing  between  the  defendants 
Williams  and  McAdoo  for  that  purpose  arising  out  of  the  said  two  defendants'  personal 
hatred  of  certain  officers  of  the  plaintiff  bank. 

While  the  defendant  McAdoo  was  acting  as  stated  the  defendant  Williams  was 
harassing  the  plaintiff  in  wrongful  ways,  and  except  for  its  great  strength  it  would 
have  been  seriously  crippled,  and  such  was  the  result  intended. 

Except  for  his  alleged  cooperation  with  the  Comptroller  of  the  Currency  no  other 
specific  charges  are  made  against  the  Secretary  of  the  Treasury. 

While  Assistant  Secretary  of  the  Treasury,  the  defendant  Williams  became  the 
treasurer  of  the  American  Red  Cross  Society  in  accordance  with  the  custom  long  pre- 
vailing to  appoint  an  Assistant  Secretary,  but  after  becoming  Comptroller  of  the  Cur- 
rency he  retained  the  office  of  treasurer  of  the  Red  Cross.  During  the  summer  of  1914 
the  aefendant  Williams  began  an  ultimately  successful  effort  to  withdraw  the  Red 
Cross  account  from  the  plaintiff  bank,  while  the  defendant  McAdoo  was  engaged  in 
causing  the  withdrawals  of  United  States  Treasury  and  Panama  Canal  funds.  The 
comptroller  carried  on  his  efforts  under  the  guise  of  endeavoring  to  secure  a  higher 
rate  of  interest  on  deposits  by  means  of  competition  with  rival  banks  and  induced  the 
Red  Cross  to  permit  him  to  invite  bids  from  local  banks,  including  the  plaintiff. 
Higher  bids  than  the  plaintiff's  were  received,  but  the  Red  Cross  declined  to  remove 
its  funds,  the  difference  in  bids  being  onlv  slight  and  the  plaintiff  bank  having  for 

125023— 19— pt  4 10 


346  NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 

many  years  successfully  handled  the  funds.  Shortly  after  the  European  war  beean 
the  defendant  Williams  used  that  situation  to  recommend  that  security  be  required 
to  protect  the  deposits  of  the  Red  Cross  funds  in  the  plaintiff  bank  and  to  require 
of  the  bank  an  interest  Tate  of  not  less  than  3  per  cent  on  daily  balances.  The  plaintiff 
declined  to  pay  interest  on  balances  in  excess  of  $150,000  and  to  deposit  any  of  its 
securities,  claiming  that  such  deposit  would  be  unlawful.  The  result  was  that  the 
Red  Cross  deposits  were  withdrawn,  until  at  the  time  of  the  filing  of  the  bill  there 
remained  a  balance  of  about  $100. 

The  comptroller  began  on  June  9,  1914,  the  sending  of  a  series  of  letters  to  the  liank, 
containing  unauthorized  demands  for  special  reports.  There  an?  certain  characteriza- 
tions of  letters  received  from  the  comptroller  and  an  allegation  that  to  a  request  from 
one  of  the  attorneys  for  the  bank  made  through  a  national  bank  examiner  for  an  indica- 
tion of  any  practice  of  the  bank  considered  to  be  of  even  doubtful  propriety  such 
practice  would  be  discontinued,  and  a  further  request  by  letter  from  the  board  of 
directors  offering  to  improve  the  methods  of  the  bank  questioned  by  the  comptroller, 
and  asking  for  suggestions,  which  suggestions  w?re  not  madf,  the  request  hein^ 
Tpplied  to  sarcastically.  It  is  said  that  the  comptroller's  language  regarding-  fin** 
threatened  in  th?8^  letters  has  generallv  been  vague  and  unintelligible  and  that  he 
has  re fused  to  clarify  his  meaning,  and  that  the  penalties  threatened,  as  nearly  as 
they  can  be  calculated,  amount  to  a  very  largo  sum. 

A*  bank  examiner  took  off  from  the  plaintiff's  books  a  list  of  loans  in  excess  of  $5,000 
*  *cured  by  collaterals.    The  comptroller  for  the  purpose  of  establishing  that  the 
plaintiff  was  loaning  large  sums  of  money  secured  by  dtocks  and  bonds  to  borrow.-rs 
who  were  not  carrying  substantial  deposit  balances,  demanded  that  the  amount  ot 
balance  to  the  credit  of  each  borrower  be  stated  on  the  lists  submitted.    This  the 
bank  refused  to  do,  claiming  that  there  was  an  outstanding  rule  of  the  Bureau  of  the 
Comptroller  of  the  Currency  against  so  doing:  thereupon  the  comptroller  demand*  •! 
that  a  list  be  prepaid  and  furnished  under  oath  together  with  a  statement  of  all 
commissions  collected  and  personally  appropriated  by  certain  executive  officers  of 
the  plaintiff  in  connection  with  the  purchase  of  bonds  and  stocks  upon  which  plaintiff 
bank  was  loaning  money,  and  on  account  of  certain  transactions  in  which  the  assets 
of  the  bank  were  concern  ?d;  and  also  information  relating  to  the  handling  of  !h» 
funds  of  the  bank  and  in  regard  to  commissions  collected  p?rsonally  by  officers  of  the 
bank  on  real  estate  loans  negotiated  by  said  officers  for  account  of  plaintiff's  depositors 
and  charged  to  their  accounts  on  the  books  of  the  bank:  also,  a  list  of  borrowers  to 
whom  plaintiff  bank  had  made  loans  aggregating  $5,000  or  more.     The  plaintiff? 
president  asked  for  time  to  submit  the  request  to  a  meeting  of  the  board  of  directors, 
but  the  comptroller  persisted  in  calling  for  a  report  at  once,  threatening  the  imposition 
of  penalties.     The  plaintiff  objpeted  that  the  comptroller  had  no  authority  to  call  for 
a  report  to  be  made  at  once  and  that  the  section  under  which  he  purported  to  act  did 
not  authorise  him  to  call  for  reports  of  the  nature  of  the  one  demanded.     Before  this 
incident  was  closed  there  was  certain  correspondence  between  the  comptroller  and 
the  bank,  during  the  course  of  which  the  plaintiff's  president  stated  that  "there  was 
no  foundation  for  said  defendant's  assumption  that  any  officer  of  the  plaintiff  bank 
had  profited  by  commissions  received  in  connection  with  transactions  of  the  plaintiff 
bank,"  and  denied  that  the  plaintiff  bank  had  made  any  real  estate  loans  in  con- 
travention of  the  statute:  and  later,  in  pursuance  of  authority  conferred  by  the  board 
of  directors,  the  officers  of  the  bank  sent  to  the  comptroller's  a  statement  of  the  individ- 
ual balances  of  depositors  demanded  as  aforesaid .    The  comptroller  has  never  formally 
ass?ssxl  a  penally  against  the  plaintiff  in  connection  with  this  particular  demand  nor 
advised  the  plaintiff  of  the  amount  of  any  penalty  nor  withheld  any  sum  assessrd  as  a 
penalty  from  interest  becoming  due  to  the  plaintiff  on  bonds  deposited  to  secure 
circulation,  although  in  assessing  a  penalty  for  failure  to  obey  a  subsequent  and 
differ  nit  demand  it  was  stated  that  such  ass  ssment  was  in  addition  to  other  penalties 
to  which  it  was  claimed  the  plaintiff  was  liable. 

Another  demand  of  the  comptroller  complained  of  was  for  a  report  showing  whether 
or  not  the  plaintiff  had  a  private  telegraph  wire  connected  with  stock  brokerage 
houses  in  New  York,  and  if  so,  whether  the  line  was  used  for  transmission  of  orders 
for  the  purchase  of  stock  on  the  New  York  Stock  Exchange  by  officers  of  the  Rigga 
National  Bank  personally  or  officially,  and  if  so,  what  commissions  had  been  charged 
upon  such  transactions  during  the  past  12  months,  and  how  the  same  were  credited 
or  disposed  of,  and,  further,  whether  any  part  of  the  expense  of  such  wire  was  borne 
by  the  Riggs  National  Bank,  and  if  not,  by  whom.  The  right  of  the  comptroller  to 
make  this  aemand  was  questioned,  but  the  information  was  given. 

The  comptroller  demanded  a  special  report  giving  the  names  of  certain  extra  employ- 
ees who*  it  was  claimed,  were  engaged  for  the  purpose  of  permitting  compliance  with 
the  comptroller's  demand,  together  with  dates  of  their  employment  and  the  salary 
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or  wages  at  which  they  were  engaged.    This  demand  was  complied  with,  although  it 
was  claimed  not  to  be  within  the  power  of  the  comptroller  to  make. 

The  comptroller  demanded  information  as  to  whom  the  funds  in  a  certain  account 
appearing  on  the  books  of  the  plaintiff  bank  in  the  name  "Flather  &  Flather" 
belonged.  Every  fact  respecting  this  account,  amount  thereof,  source  of  funds  cred- 
ited to  it,  and  the  use  from  time  to  time  made  of  those  funds  was  fully  and  repeatedly 
stated  to  said  Williams,  who  thereupon  demanded  the  sworn  opinion  of  the  officers  of 
the  plaintiff  bank  on  the  legal  conclusion  respecting  the  ownership  of  said  account. 
The  officers  of  the  bank  declining  to  express  an  opinion  on  the  question  of  law,  the 
comptroller  demanded  that  the  said  information  be  given  under  oath  to  the  best  of 
the  Knowledge  and  belief  of  the  officers,  who  persisted  in  their  refusal,  whereupon 
they  were  notified  that  the  plaintiff  bank  was  subject  to  a  continuing  penalty  of  $100 
a  day  for  such  refusal. 

The  unwarranted  demands  of  the  comptroller  have  resulted  and  are  resulting  in 
practically  depriving  the  officers  of  the  bank  of  the  time  necessary  for  the  proper 
discharge  of  their  duties  and  the  conduct  of  the  plaintiff's  business. 

The  comptroller  made  demands  for  certain  reports,  the  nature  of  which  is  not  dis- 
closed, and  the  allegation  is  that  he  fixed  a  time  beyond  five  days  within  which  to 
make  the  reports:  that  in  so  doing  he  acted  without  authority  and  that  the  subject 
matter  was  not  within  the  province  of  section  5211  of  the  Revised  Statutes.  It  is 
also  alleged  that  compliance  was  physically  impossible,  but  there  is  no  allegation 
to  the  effect  that  further  time  was  asked,  and  it  is  not  stated  whether  the  demands 
were  ever  complied  with 

The  comptroller  demanded  a  statement  as  to  loans  made  by  the  bank  directly  or 
indirectly  to  Secretaries  and  Assistant  Secretaries  of  the  Treasury  of  the  United  States 
and  to  Comptrollers  of  the  Currency  and  national  bank  examiners  for  10  years  prior 
to  the  demand.  This  demand  was  complied  with  in  15  days  thereafter,  which  was 
the  shortest  time  within  which  it  could  be  prepared.  Thereupon  the  comptroller 
demanded  a  similar  report  in  regard  to  all  such  loans  made  since  the  organization  of 
the  bank.  This  was  furnished.  Then  a  demand  was  made  for  a  report  of  loans  to 
the  employees  of  the  comptroller's  office.    This  was  also  furnished. 

On  August  G  the  plaintiff  asked  for  the  printing  of  additional  national  bank  notes, 
which  it  was  entitled  to  take  out  on  the  security  of  bonds  of  the  United  States,  the  order 
for  the  printing  having  been  given  in  April.  On  August  10  the  comptroller  asked  for 
information  in  regard  to  securities  eligible  for  such  additional  currency  as  the  plaintiff 
claimed  to  be  entitled  to,  saying  that  commercial  paper  was  acceptable  for  the  pur- 
pose and  asking  for  a  statement  of  the  amount  of  commercial  paper  held  by  the  bank. 
He  was  informed  that  the  bank  did  not  propose  to  take  out  any  Aldrich-Vreeland 
currency:  nevertheless  the  comptroller  persisted  in  calling  for  a  list  of  commercial 
paper  as  defined  by  the  Aldrich-Vreeland  Act,  and  also  called  for  a  list  of  securities 
available  for  additional  circulation  under  the  act,  and  on  August  15  the  bank  sub- 
mitted a  list  of  commercial  paper  and  of  securities.  Certain  criticisms  of  this  list 
were  made  by  the  comptroller  and  thereupon  a  request  was  made  by  the  bank  for 
some  authoritative  definition  of  commercial  paper  so  that  it  might  review  the  list 
sent.  Whereupon  the  comptroller  repeated  nis  demand,  quoting  the  text  of  the 
Aldrich-Vreeland  Act  as  a  definition  of  commercial  paper;  whereupon  the  bank  ad- 
vised the  comptroller  that  if  it  should  have  occasion  to  apply  for  Aldrich-Vreeland 
paper  it  would  submit  a  list  of  securities,  asking  "  to  be  excused  "  from  further  discus- 
sion of  the  meaning  of  the  terms  " commercial  paper"  and  " actual  commercial  trans- 
action." Thereupon  the  comptroller  notified  me  bank  that  it  was  liable  for  per  diem 
penalties  prescribed  by  the  statute.  Again  the  matter  was  taken  up  with  the  bank 
by  the  comptroller  and  an  additional  demand  made  for  information  and  the  information 
was  given,  notwithstanding  the  protest  of  the  bank  that  no  right  to  call  for  it  existed, 
and  the  plaintiff  offered  to  get  further  information  in  regard  to  certain  notes  which 
it  held,  to  which  offer  the  comptroller  replied  that  he  would  not  require  this  to  be 
done. 

The  next  allegation  is  in  regard  to  a  demand  for  a  special  report  made  by  the  bank. 
A  special  report  was  furnished.  It  is  stated  argumentatively  that  the  call  for  said 
report  was  ''alien  to  the  condition  of  the  plaintiff  bank "  and  an  unlawful  inquiry 
under  color  of  office. 

The  comptroller  made  a  call  for  a  special  report  in  regard  to  oaths  of  office  of  the 
plaintiff's  directors,  presumably  as  to  the  hypothecation  of  stock  owned  by  them, 
and  directed  the  plaintiff  to  request  that  each  of  its  directors  furnish  a  statement  under 
oath  containing  numerous  details  as  to  their  stock  ownership  in  the  plaintiff  bank. 
Thit  report  was  made.    He  made  like  calls  on  a  certain  national  bank  and  trust  com- 

Kny  in  which  certain  officers  of  the  plaintiff  bank  were  directors,  but  not  on  other 
nks  and  trust  companies  in  the  District  of  Columbia. 
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Without  stating  any  facte,  it  is  alleged  that  the  comptroller  maliciously  used  the 
powers  of  his  office  and  his  personal  endeavors  to  prevent  the  plaintiff  bank  from 
continuing  to  act  as  local  agent  or  correspondent  of  several  hundred  nonlocal  banks. 

There  is  set  forth  a  certain  occurrence  for  the  purpose  of  showing  hostility  of  the 
comptroller  toward  the  officers  of  the  bank,  and  it  is  also  alleged  that  the  comptroller 
stated  that  if  the  plaintiff  did  not  obey  the  law  he  would  not  permit  it  to  act  as  reserve 
agent. 

It  is  further  alleged  that  there  was  an  unnecessarily  protracted  examination  of  the 
bank  by  bank  examiners,  continuing  from  the  middle  of  November,  1914,  into  the 
middle  of  January,  1915,  during  which  the  examiners  went  through  old  ledgers  and 
accounts  of  the  plaintiff  back  to  the  date  of  its  organization.  A  bank  examiner 
brought  from  without  the  jurisdiction  of  the  District  of  Columbia  began  on  January 
15  the  examination  of  the  officers  of  the  bank  regarding  certain  matters.  The  exam- 
ination was  extensive,  prevented  the  officers  from  giving  their  attention  to  the  con- 
duct of  the  bank's  business,  and  was  not  necessary  to  a  full  and  complete  knowledge 
of  the  bank's  condition. 

The  written  communications  between  the  comptroller  and  the  plaintiff  became  so 
numerous  that  the  plaintiff  at  its  own  cost  caused  the  same  to  oe  printed  in  con- 
venient form  for  its  own  use  and  the  use  of  its  counsel.  During  one  of  the  examina- 
tions already  referred  to,  the  examiners  asked  for  copies  of  the  printed  correspondence. 
That  request  was  not  complied  with.  The  comptroller  then  demanded  that  the  plain- 
tiff furnish  him  at  once  copies  of  the  printed  correspondence,  and  also  to  be  informed 
how  many  copies  were  printed,  to  whom  they  were  delivered,  and  how  many  had 
been  destroyed.  The  report  was  to  be  signed  and  sworn  to  by  the  president,  two 
vice  presidents,  and  cashier.  It  is  not  stated  whether  the  request  for  the  report  was 
complied  with  beyond  the  giving  of  one  copy  of  such  printed  correspondence  to  the 
local  national  bank  examiner,  who  gave  it  to  the  comptroller. 

A  demand  was  made  by  the  comptroller  for  information  as  to  whether  or  not  books 
of  record,  or  accounts,  or  portions  thereof,  or  of  correspondence,  or  reports,  or  state- 
ments, or  vouchers  of  the  bank  had  been  destroyed.  The  call  contained  an  insinua- 
tion that  there  had  been  such  a  destruction  and  required  the  information  to  be  given 
by  affidavit  made  by  the  president,  two  vice  presidents,  cashier,  and  assistant  cashier 
of  the  plaintiff.    This  call  was  complied  with. 

On  January  15,  1915,  the  comptroller  called  for  a  report  in  regard  to  certain  loans 
secured  by  collateral,  all  of  whicu  had  been  paid,  the  circumstances  attending  which 
in  no  way  affected  the  present  condition  of  the  plaintiff,  one  loan  being  of  $86,500 
and  the  other  of  $24,000,  which  he  falsely  called  "dummy"  or  "concealed1'  loans. 
The  call  was  complied  with,  although  the  plaintiff  showed  that  the  loans  were  entirely 
proper. 

The  comptroller  then  made  the  following  demand: 

"In  view  of  conditions  in  your  bank  brought  to  light  by  the  national  bank  exam- 
iners, this  office,  in  order  that  it  may  be  more  fully  informed  as  to  the  extent  to  which 
the  funds  of  your  bank  have  been  used  by  its  officers  for  their  personal  and  private 
benefit  through  indirect,  or  'dummy'  or  concealed  loans,  as  well  as  through  direct 
borrowings,  requests  that  you  prepare  and  deliver  to  this  office  within  10  days,  under 
penalties  provided  in  sections  5211  and  5213,  Revised  Statutes  of  the  United  States, 
a  statement  or  report  showing: 

"First.  All  direct  loans  made  by  the  Riegs  National  Bank  since  its  organization, 
either  severally  or  jointly,  to  Charles  C.  Glover,  W.  J.  Flather,  M.  E.  Afles,  H.  H. 
Flather,  Joshua  Evans,  jr.,  or  any  of  them,  and  to  members  of  the  respective  families 
of  the  above-named,  giving  a  full  description  of  the  notes  and  the  collateral,  if  any, 
by  which  said  loans  were  secured. 

" Second.  All  indirect,  or  'dummy '  or  concealed,  loans  made  by  the  Riggs  National 
Bank  since  its  organization  for  the  benefit  (directly  or  indirectly)  of  the  individuals 
named  above,  or  any  of  them,  including  all  loans  which  0.  C.  Glover,  W.  J.  Flather, 
H.  H.  Flather,  M.  E.  AileS,  or  Joshua  Evans,  jr.,  or  any  of  them,  indorsed  or  for  which 
they  furnished  the  whole  or  any  portion  of  the  collateral  by  which  loans  to  others 
were  secured,  and  including  all  loans  made  in  the  name  or  names  of  others,  the  whole 
or  a  portion  of  the  proceeds  of  which  were  turned  over  to  the  said  Glover,  AUes,  W.J. 
Flatner,  H.  II.  Flather,  Joshua  Evans,  jr.,  or  any  of  them,  giving  a  full  description 
of  all  notes  and  of  the  collateral,  if  any,  by  which  they  were  secured;  also  showing 
what  portions  of  the  proceeds  of  said  notes  were  received  by  or  credited  respectively 
to  the  said  Glover,  w.  J.  Flather,  II.  H.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  jr., 
and  also  showing  clearly  the  ownership  at  the  time  of  the  making  of  the  said  loans  of 
the  collateral  securing  them  in  each  case. 
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'Let  your  reply  be  under  oath  and  over  the  signatures  of  C.  C.  Glover,  W.  J.  Flather, 
H.  H.  Flather,  M.  E.  Ailes,  and  Joshua  Evans,  jr.,"  to  which  the  defendant  replied 
as  follows: 

"  We  have  received  your  letter  of  the  22d  ultimo,  in  which  you  say  that  in  view  of 
conditions  in  this  bank  brought  to  light  by  the  national  bank  examiners,  etc.,  you 
request  that  we  prepare  and  deliver  to  your  office  within  10  days,  under  penalties  pro- 
vided in  sections  5211  and  5213,  Revised  Statutes,  a  statement  showing: 

141  First.  All  direct  loans  made  by  the  Riggs  National  Bank  since  its  organization, 
either  severally  or  jointly,  to  Charles  C.  Glover,  W.  J.  Flather,  M.  E.  Ailes,  H.  H. 
Flather,  Joshua  Evans,  jr.,  or  any  of  them,  and  to  members  of  the  respective  families 
of  the  above  named,  giving  a  full  description  of  the  notes  and  the  collateral,  if  any,  by 
which  said  loans  were  secured.  , 

4< '  Second .  All  indirect  or  "  dummy  "  or  concealed  loans  made  by  the  Ri^gs  National 
Bank  since  its  organization  for  the  benefit  (directly  or  indirectly)  of  the  individuals 
named  above,  or  any  of  them,  including  all  loans  which  C.  C.  Glover,  W.  J.  Flather, 
H.  H.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  jr.,  or  any  of  them,  indorsed  or  for  which 
they  furnished  the  whole  or  any  portion  of  the  collateral,  by  which  loans  to  others 
were  secured,  and  including  all  loans  made  in  the  name  or  names  of  others,  the  whole 
or  a  portion  of  the  proceeds  of  which  were  turned  over  to  the  said  Glover,  Ailes,  W.  J. 


said  Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Ailes;  or  Joshua  Evans,  jr.,  and  also 
showing  clearly  the  ownership  at  the  time  of  the  making  of  the  said  loans  of  the  col- 
lateral securing  them,  in  each  case/ 

"  Replying  to  your  first  request  we  beg  to  say  that  there  was  not  when  your  exam- 
iners conducted  their  last  examination  into  the  affairs  of  this  bank,  had  not  been  for 
several  months  prior  thereto,  has  not  been  since  then,  and  is  not  now,  any  loan  in  this 
bank  to  any  of  the  officers  named  by  you.  We  beg  to  say  further  that  for  more  than 
10  years  past  no  one  of  the  officers  of  this  bank  named  by  you  has  ever  borrowed  one 
dollar  from  it  except  upon  ample  security,  and  all  loans  to  them  have  been  fully  paid. 
"The  only  loan  to  any  member  of  the  respective  families  of  the  officers  named  by 
you  is  one  to  Mrs.  Emma  A.  Flather,  wife  of  William  J.  Flather,  as  follows: 

44 14,506.25,  dated  April  3,  1914;  secured  by  50  shares  Baltimore  &  Ohio  Railroad 
stock;  12  shares.U.  S.  Steel  pfd.;  $500  Metropolitan  Club  4$  per  cent  bond;  $500 
Metropolitan  Club  4J  per  cent  bond  (the  latter  having  been  added  December  24. 
1914),  and  12  shares  Firemen's  Insurance  Company  stock,  added  October  26,  1914. 
the  collateral  at  this  time  having  a  market  value  of  $5,890. 
"  This  loan  was  made  to  Mrs.  Flather  upon  her  own  collateral  and  for  her  sole  benefit. 
11  Replying  to  your  second  request,  we  beg  to  say  that  this  bank  has  never  made  any 
'dummy '  or c concealed '  loans  to  any  of  the  officers  named;  and  we  beg  further  to  say 
that  there  was  not  when  your  examiners  conducted  their  last  examination  into  the 
affairs  of  this  bank,  had  not  been  for  several  months  prior  thereto,  has  not  been  since 
then,  and  is  not  now,  any  loan  in  this  bank  made  for  the  benefit  of  either  of  the  officers 
you  name,  or  indorsed  by  any  of  them,  or  for  which  they  furnished  the  whole  or  any 
portion  of  the  collateral,  or  of  which  they  received  the  whole  or  any  portion  of  the 
proceeds. 

"As  the  statement  which  you  request  would  require  an  examination  of  all  the 
books  of  this  bank  during  the  18  years  of  its  existence,  thus  entailing  serious  loss  of 
time  and  diverting  the  attention  of  our  officers  and  employees  from  our  current  busi- 
ness, and  as  it  could  not,  except  as  to  the  loan  to  Mrs.  Emma  A.  Flather,  a  full  report 
of  which  we  have  given  you  aoove,  possibly  add  anything  to  vour  full  and  complete 
knowledge  of  the  condition  of  this  bank,  for  which  purpose  only  section  5211  author- 
izes you  to  call  for  a  special  report,  we  decline  to  furnish  it.  And,  moreover,  if  the 
information  vou  seem  to  desire  is  at  all  material  to  the  duties  of  your  office,  it  can 
doubtless  be  furnished  to  you  by  your  bank  examiner,  because  during  the  recent  exam- 
ination of  this  bank  by  him  and  his  assistants,  extending  from  the  13th  of  November, 
1914,  to  the  16th  of  January,  1915,  they  spent  days  going  over  our  discount  ledgers  from 
the  organization  of  the  bank,  and  an  inspection  of  those  ledgers  shows  that  the  accounts 
f  C.  C.  Glover,  W.  J.  Flather,  H.  H.  Flather,  and  M.  E.  Ailes  were  double  checked. 
"  ifl,  therefore,  certain  that  even  if  those  accounts  were  not  literally  transcribed,  they 
were,  at  least,  thoroughly  examined;  and  if  they  were  not,  our  books  are  subject  to 
your  examiner's  call  at  any  time,  and  we  will  gladly  submit  to  him. 

'* Inasmuch  as  we  have  stated  that  there  are  no  loans,  direct  or  indirect,  in  this  bank 
Jo  anv  of  its  officers  named  by  you,  and  no  loans  for  which  they  furnished  the  col- 
lateral or  of  which  they  received  the  proceeds,  and  that  none  of  the  officers  named  by 
you  haa  borrowed,  during  the  past  10  years,  one  dollar  from  this  bank  without  ample 
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security,  and  that  all  loans  made  to  them  have  been  fully  paid,  we  comply  with  ao 
much  of  your  letter  as  requires  this  answer  to  be  made  under  the  oath  and  over  the 
signatures  of  C.  C.  Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Ailes,  and  Joshua 
Evans,  jr." 
The  acting  comptroller  under  date  of  February  11  reiterated  this  demand. 
Again,  under  date  of  March  9,  1915,  the  comptroller  called  for  certain  reports  con- 
cerning various  of  the  items  above  mentioned,  which  report  was  complied  with  on 
March  13,  1915. 

On  March  30  the  comptroller  reiterated  his  call  of  January  22  and  that  of  February 
11  and  stated  as  follows: 

"You  are  now  hereby  notified  that  for  your  failure  to  make  and  transmit  to  this  office 
within  the  time  mentioned,  or  within  five  days  after  the  expiration  of  said  time,  the 
special  report  or  reports  called  for  in  the  aforesaid  letter  of  January  22,  1915,  you  are 
hereby  assessed  and  directed  to  pay  the  penalty  of  $100  per  day  for  each  day  from 
February  8,  1915,  to  date — March  30,  1915 — both  dates  inclusive,  in  accordance  with 
the  provisions  of  sections  5211  and  5213  of  the  Revised  Statutes  of  the  United  States. 
Said  penalties  amount  at  this  time  to  $5,000,  which  sum  you  are  hereby  directed  to 
pay  at  once  into  the  Treasury  of  the  United  States  under  the  provisions  of  the  statutes 
above  referred  to. 

"You  are  furthermore  notified  that  continued  failure  on  your  part  to  furnish  the 
reports  called  for  in  the  letter  from  this  office  of  January  22,  1915,  will  subject  you  to 
further  and  continuing  penalties  under  the  provisions  of  sections  5211  and  5213  of  the 
Revised  Statutes  of  the  United  States. 

"The  $5,000  assessment  imposed  as  above  stated  is  in  addition  to  all  other  penalties' 
which  you  have  incurred  ana  are  incurring  for  your  failure  to  furnish  other  special 
reports  which  have  heretofore  been  called  for  by  the  Comptroller  of  the  Currency, 
in  accordance  with  the  provisions  of  sections  5211  and  5213  of  the  Revised  Statutes  of 
the  United  States.' ' 

On  April  1  the  plaintiff,  denying  the  right  to  assess  the  penalty  of  $5,000  and  an- 
ticipating that  the  comptroller  might  request  the  Treasurer  of  the  United  States 
under  section  5213  of  the  Revised  Statutes  to  withhold  payment  of  interest  which 
would  then  become  due  to  plaintiff,  demanded  payment  of  such  interest,  which  was 
to  fall  due  on  April  1,  and  requested  that  in  the  alternative  the  Treasurer  should  not 
take  any  action  in  the  matter  without  giving  the  bank  an  opportunity  to  be  heard  or 
take  appropriate  legal  action. 

On  April  5,  1915,  the  comptroller  began  an  inquiry  in  regard  to  a  transaction  in 
United  States  bonds  concluded  more  than  seven  years  prior  thereto  in  which  the  bank 
received  a  large  profit,  which  inquiry  was  not  pertinent  to  the  bank's  then  condition. 
Charging  certain  derelictions  on  the  part  of  the  officers  of  the  bank,  the  comptroller 
directed  that  the  facts  of  the  above  transaction  be  laid  before  the  board  of  directors 
with  the  request  that  they  acknowledge  receipt  of  the  comptroller's  communication. 
In  the  same  communication  he  notified  the  bank  that  in  view  of  the  conditions  in  the 
bank  and  of  the  unreliability  of  the  statements  of  its  officers  and  of  the  disregard  of 
instructions  from  the  comptroller's  office,  he  would  not  until  further  notice  approve 
of  it  as  a  depository  of  reserves  of  other  national  banks.  His  intention  is  not  based  on 
any  bona  fide  exercise  of  discretion  but  is  due  to  personal  animosity  and  a  desire  to 
injure  the  plaintiff,  and  if  acted  upon  would  result  in  great  damage  to  the  bank. 

Demand  was  made  on  March  30  for  payment  of  the  penalty  of  $5,000  assessed. 

There  are  numerous  grounds  stated  as  reasons  why  the  bill  should  be  dismissed. 
In  some  of  them  all  three  defendants  join;  others  are  made  separately. 

The  Secretary  of  the  Treasury  states  as  one  ground  of  his  motion  that  he  has  no 
power  with  regard  to  the  assessment  of  penalties;  as  another,  that  he  has  no  authority 
in  regard  to  the  approval  of  depository  banks  in  reserve  cities;  and  as  another  ground, 
that  the  bill  does  not  show  that  he  has  usurped  any  of  the  functions  of  the  Treasurer 
of  the  United  States. 

The  Treasurer  states  separately  as  a  ground  for  dismissal  that  his  acts  sought  to  be 
enjoined  are  prescribed  by  law. 

The  Secretary  of  the  Treasury  and  the  comptroller  join  in  stating  as  grounds  for 
dismissal  that  as  to  the  threatened  refusal  to  approve  of  the  plaintiff  bank  as  a  depos- 
itory of  funds  the  suit  is  prematurely  begun,  as  the  comptroller  has  not  acted  or  been 
called  upon  to  act  in  the  matter,  and  that  the  court  haB  no  power  to  review  the  exercise 
of  the  comptroller's  discretion  in  regard  to  reserve  banks;  that  as  to  the  assessment  of 
penalties  hereafter  for  alleged  defaults  the  comptroller  has  declared  his  intention  not 
to  assess  and  waived  further  answer,  and  as  to  other  threatened  injury  the  bill  does 
not  show  a  foundation  for  relief. 

The  three  defendants  state  as  grounds  for  dismissal  that  the  suit  so  far  as  the  assessed 
penalty  is  concerned  involves  property  of  the  United  States;  that  the  plaintiff  has 
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an  adequate  remedy  at  law,  and  that  the  comptroller  acted  within  his  powers  in 
a*«>3sing  the  penalty  of  $5,000,  and  that  therefore  the  court  has  no  jurisdiction  to 
review  his  act. 

Before  considering  the  facts  with  reference  to  the  charges  made  against  the  Secretary 
i'f  the  Treasury  and  the  Comptroller  of  the  Currency  three  of  the  grounds  of  the  motion 
t.i  dismiss  should  he  considered,  namely,  that  as  to  the  $5,000  penalty,  this  is  a  suit 
against  the  United  States,  which  has  not  consented  to  be  sued ;  another  is  that  based 
«n  the  contention  that  the  comptroller  has  waived  the  assessment  of  penalties  for 
certain  defaults  and  therefore  has  left  nothing  for  the  court  to  consider;  and  the  third 
15.  »hat  there  is  an  adequate  remedy  at  law. 

Is  this  a  suit  against  the  United  States  so  far  as  the  $5,000  assessed  as  a  penalty  is 
concerned? 

Section  5159  of  the  Revised  Statutes  provides  that  associations  before  beginning 
harness  ''shall  transfer  to  the  Treasurer  of  the  United  States  any  United  States 
roistered  bonds  bearing  interest.  *  *  *  Such  bonds  shall  be  received  by  the 
Treasurer  on  deposit  and  shall  by  him  be  safely  kept  in  his  office  until  they  shall  be 
otherwise  disposed  of  in  pursuance  of  the  provisions  of  this  act. ' ' 

These  bonds  may  be  returned  upon  the  return  by  the  bank  to  the  comptroller  of 
its  circulating  notes  in  a  certain  proportion.  (Rev.  Stat.,  sec.  5160.)  All  transfers  of 
bonds  must  be  made  to  the  Treasurer  "in  trust  for  the  association "  and  a  receipt  be 
given  **by  the  comptroller  *  *  *  stating  that  the  bond  is  held  in  trust  for  the 
association  *  *  *  and  as  security  for  the  redemption  and  payment  of  any  circu- 
lating notes  that  have  been  or  may  be  delivered  to  the  association.  No  assignment  or 
transfer  of  any  such  bond  by  the  Treasurer  shall  be  deemed  valid  unless  countersigned 
by  the  comptroller."    (Rev.  Stat.,  sec.  5162.) 

Section  5167  provides  in  part  as  follows:  "The  bonds  transferred  to  and  deposited 
with  the  Treasurer  of  the  United  States  by  any  association  for  the  security  of  its  cir- 
culating notes  shall  be  held  exclusively  for  that  purpose  until  such  notes  are  re- 
deemed, except  as  provided  in  this  title.  The  Comptroller  of  the  Currency  shall  give 
to  any  such  association  powers  of  attorney  to  receive  and  appropriate  to  its  own  use 
the  interest  on  the  bonds  which  it  has  so  transferred  to  the  Treasurer;  but  such  powers 
shall  become  inoperative  whenever  such  association  fails  to  redeem  its  circulating 
notes/' 

It  is  obvious  from  the  reading  of  the  above  provisions  that  it  was  intended  that 
interest  on  bonds  deposited  should  be  security  for  redemption  purposes.    There  is  no 
express  provision  that  the  power  of  attorney  to  collect  interest  shall  become  inoperative 
when  the  Treasurer  undertakes  to  collect  a  penalty  out  of  interest,  but  sucn  would 
seem  to  be  the  necessary  inference.    Section  5213,  which  is  the  one  under  which  arises 
the  question  here  presented,  provides  that  the  amount  of  the  penalty  assessed  in  pur- 
suance of  its  provisions  may  be  retained  by  the  Treasurer  upon  the  order  of  the  comp- 
troller out  of  interest  on  bonds  deposited  as  it  becomes- due.    Section  5215  provides 
that  on  failure  of  a  bank  to  make  a  return  of  its  notes  in  circulation,  deposits  and 
capital,  it  may  be  penalized  and  that  the  amount  of  the  penalty  may  be  collected  by 
the  Treasurer  out  of  interest  on  bonds;  and  section  5216  provides  that  the  amount  of 
said  taxes  when  not  paid  by  the  bank  may  be  reserved  by  the  Treasurer  out  of  inter- 
est.  When  there  is  a  default  in  redemption  of  any  of  the  notes  of  the  bank,  the  bonds 
are  forfeited  to  the  United  States  (Rev.  Stat.,  sec.  5229),  but  when  the  comptroller 
claims  that  there  is  a  default  and  begins  proceedings  looking  to  a  forfeiture,  the  bank 
may  take  the  matter  into  court  for  judicial  determination.    There  is  no  provision  in 
the  national  bank  act  permitting  a  suit  to  determine  the  right  to  collect  penalties  out 
of  interest,  but  these  penalties  can  be  recovered  by  action  as  in  other  esses.    In  the 
former  case,  the  forfeiture  is  for  the  purpose  of  enabling  the  United  .States  to  reimburse 
««elf  for  redemption  of  notes  of  the  bank,  but  in  the  latter  case  the  money  forfeited 
becomes  the  absolute  property  of  the  United  States,  and  it  is  that  claim  asserted  in 
the  name  of  the  United  States  in  its  own  right  which  it  is  here  contended  can  not  be 
passed  upon  because  the  United  States  has  not  consented  to  be  sued  in  regard  to  it 
m  a  court  of  equity. 

The  claim  of  the  bank  that  payment  of  interest  on  bonds  involves  ordinarily  the 
performance  of  a  mere  ministerial  duty  and  therefore  one  the  performance  of  which  can 
w compelled  by  mandamus  is  upheld  by  the  principle  upon  which  Kendall  v.  Stokes 
■12  Pet.,  524);  Parish  v.  McVeagh  (214  U.  S.,  134),  and  Cortelyou  v.  The  United 
States  ex  rel.  Thorpe  (32  App.  D.  C,  20),  were  decided.  Congress  has  appropriated 
money  for  the  payment  of  the  interest  and  admittedly  interest  on  the  bonds  of  the 
plaintiff  was  due  on  April  1,  1015,  so  this  is  not  a  case  in  which  as  to  the  claim  of  the 
pUintiff  for  the  payment  of  money  it  can  be  said  that  a  proceeding  against  the  secre- 
{**>'  to  compel  payment  by  mandamus  would  be  in  effect  a  proceeding  against  the 
Waited  States.     After  the  order  was  given  by  the  Comptroller  of  the  Currency,  to 
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the  Treasurer  to  collect  the  penalty  out  of  interest,  the  situation  was  substantially 
changed  in  part.  If  this  suit  had  not  been  brought  to  restrain  his  action  the  Treasurer 
would  have  had  another  ministerial  duty  to  perform,  but  it  would  have  been  owed  to 
the  United  States;  namely,  to  cover  the  money  into  the  Treasury,  as  it  is  not  for  the 
Treasurer  to  inquire  whether  the  penalty  was  rightfully  assessed.  Pending  this 
itigation,  the  Treasurer  is  merely  a  stakeholder.  If  the  comptroller  is  'wrong,  the 
money  must  be  paid  to  the  plaintiff,  but  if  the  comptroller  is  right,  the  money  must 
still  be  paid  to  the  plaintiff,  formally  of  course  and  by  a  mere  bookkeeping  entry,  and 
when  so  paid,  the  penalty  is  collected  from  it  by  making  another  bookkeeping  entry. 
It  can  not  be  successfully  maintained  that  there  would  not  be  at  some  moment  a  pay- 
ment of  interest  if  the  penalty  should  be  collected;  otherwise,  the  United  States 
would  always  stand  on  its  own  books  as  a  debtor  to  the  plaintiff.  The  situation  is 
analogous  to  that  which  was  shown  in  Rolston  v.  Missouri  Fund  Commissioners  (120 
U.  S.,  390).  The  facts  are  stated  by  the  court  at  great  length,  but  for  the  present 
purpose  a  short  quotation  from  the  opinion  will  be  sufficient.  At  page  392  the  court 
said:  "This  was  a  suit  in  equity  brought  by  the  plaintiffs"  (naming  them)  "trustees 
in  a  mortgage  made  by  the  Hannibal  &  St.  Joseph  Railroad  Co.,  a  Missouri  corpora- 
tion, to  restrain  the  executive  officers  of  Missouri  from  selling  the  mortgaged  property 
under  prior  statutory  mortgages  in  favor  of  the  State,  on  the  ground  that  the  liability 
for  which  the  earlier  liens  were  created  had  been  satisfied,  and  that  they,  as  trustees, 
were  entitled  to  an  assignment  of  those  liens.' ' 

The  court  says  further  at  page  411:  "It  is  next  contended  that  this  suit  can  not  be 
maintained  because  it  is  in  its  effect  a  suit  against  the  State,  which  is  prohibited  by 
the  Eleventh  Amendment  of  the  Constitution  of  the  United  States,  and  Louisiana  v. 
Jumel  (107  U.  S.,  711),  is  cited  in  support  of  this  position.  But  this  case  is  entirely 
different  from  that.  There  the  effort  was  to  compel  a  State  officer  to  do  what  a  statute 
prohibited  him  from  doing.  Here  the  suit  is  to  get  a  State  officer  to  do  what  a  statute 
requires  of  him.  The  litigation  is  with  the  officer,  not  the  State.  The  law  makes  it 
his  duty  to  assign  the  liens  in  question  to  the  trustees  when  they  make  a  certain 
payment.  The  trustees  clai  m  they  have  made  this  payment.  The  officers  say  they 
nave  not,  and  there  is  no  controversy  about  his  duty  if  they  have.  The  only  inquiry 
is,  therefore,  as  to  the  fact  of  a  payment  according  to  the  requirements  of  the  law.  If 
it  has  been  made,  the  trustees  are  entitled  to  their  decree.  If  it  has  not,  a  decree 
in  their  favor,  as  the  case  now  stands,  must  be  denied;  but  as  the  parties  are  all  before 
the  court,  and  the  suit  is  in  equity,  it  may  be  retained  so  as  to  determine  what  the 
trustees  must  do  in  order  to  fulfill  the  law,  and  under  what  circumstances  the  gov- 
ernor can  be  compelled  to  execute  the  assignment  which  has  been  provided  for." 

See,  also,  Board  of  Liquidation  et  al.  v.  McComb  (92  U.  S.,  531).  There  is  a  clear 
distinction  between  the  present  case  and  State  of  Mississippi  v.  Durham,  Comptroller 
of  the  Treasury  (4  Mackay,  235),  for  in  that  case  there  was  no  indebtedness  to  the  plain- 
tiff such  as  there  is  here,  but  the  claim  was  for  certain  moneys  received  from  sales  of 
public  lands  which  the  plaintiff  said  it  was  entitled  to  under  an  act  of  Congress.  The 
defendants  refused  to  pay  the  claim  because  of  a  ruling  of  an  auditor  of  the  Treasury 
Department  to  the  effect  that  there  was  a  counterclaim  in  favor  of  the  United  States 
against  the  plaintiff.  The  court  said  that  the  payment  of  the  claim  of  the  plaintiff 
did  not  involve  a  mere  ministerial  duty  but  that  the  determination  of  that  matter 
involved  the  exercise  of  judgment  and  "discretion,  and  though  the  invalidity  of  the 
alleged  counterclaim  was  admitted  by  the  defendant  the  court  refused  to  decide 
whether  the  defendant  should  pay  plaintiff's  claim. 

The  right  of  the  court  in  the  present  case  to  inquire  into  the  soundness  of  the  con- 
tention of  the  comptroller  that  the  penalty  was  rightfullv  assessed  is  fully  established 
in  Philadelphia  Co.  v.  Stimson  (223  U.  S.^  605),  in  whicn  case  it  was  held  that  if  the 
conduct  of  an  officer  of  the  Government  constitutes  an  unwarrantable  interference 
with  property  of  the  plaintiff  the  recourse  of  the  latter  to  equity  for  protection  is  not 
to  be  defeated  on  the  ground  that  the  suit  is  one  against  the  United  States;  that  the 
exemption  of  the  United  States  from  suit  does  not  protect  its  officers  from  personal 
liability  to  persons  whose  rights  of  property  they  have  wrongfully  invaded,  and  that 
in  case  of  an  injury  threatened  by  his  illegal  action  the  officer  can  not  claim  immunity 
from  injunction  process.  The  question  is  for  the  court  to  determine  when  it  is  claimed 
that  an  officer  has  acted  in  excess  of  his  authority  or  under  an  authority  not  validly 
conferred.  To  the  same  effect  are  Noble  v.  Union  River  Logging  Co.  (147  U.  S.f 
165);  Lane  v.  Watts  (234  U.  S.,  525)  and  numerous  other  cases,  and  while  in  those 
cases  relief  was  sought  against  the  officer  whose  act  was  questioned  whereas  here  the 
comptroller  has  nothing  to  do  with  the  payment  of  the  $5,000  to  the  plaintiff,  still 
the  validity  of  his  act  in  assessing  the  penalty  may  be  inquired  into  and  if  found  to 
be  unwarranted  bv  law  the  payment  of  the  amount  to  the  plaintiff  can  be  directed  as 
the  officer  withholding  the  payment  does  so  because  of  the  assessment.    See  Butter- 
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"worth  r.  Hoe  (112  U.  S.,  50),  holding  that  the  Commissioner  of  Patents  might  be  com- 
pelled to  issue  letters  patent  which  he  was  withholding  only  because  the  Secretary 
of  the  Interior  claimed  the  right  to  review  his  decision  that  the  letters  should  issue, 
-which  claim  of  the  Secretary  the  court  said  was  without  foundation. 

It  is  true  that  there  is  here  no  direct  interference  with  tangible  property  as  in  Phila- 
delphia Co.  v.  Stimpson;  Noble  v.  Union  River  Logging  Co.,  and  Lane  v.  Watts,  cited 
above,  but  there  is  no  difference  in  substance,  for  as  pointed  out  above,  the  interest 
due  the  palintiff  is  in  form  to  be  paid .  It  is  then  to  be  taken  to  pay  the  penalty.  This 
taking  can  be  enjoined  if  the  penalty  Was  wrongfully  assessed .  It  would  be  different 
if  the  plaintiff  were  claiming  property  of  the  Government.  See  Washington  Steel  & 
Ordnance  Co.  v.  Martin  (44  wash.  L.  Rep.,  53). 

The  suit  then  does  not  affect  property  of  the  United  States  in  the  sense  in  which 
that  phrase  is  used  in  the  cases,  but  is  rather  for  the  purpose  of  preventing  the  assertion 
in  the  name  of  the  United  States  of  a  claim  against  money  which  Congress  has  appro- 
priated for  a  debt  admittedly  due  the  plaintiff,  and  which  must  in  contemplation  of 
law  be  paid  before  the  penalty  can  be  collected  from  it. 

In  the  affidavit  filed  by  the  comptroller  in  opposition  to  the  motion  for  a  preliminary 
injunction  appears  the  following: 

"Inasmuch  as  the  plaintiff  did  ultimately  file  reports  to  all  the  calls  (although  at 
times  incomplete  ana  evasive),  except  that  of  January  22,  1915,  aforesaid,  exercising 
mv  discretion  as  Comptroller  of  the  Currency,  I  have  no  intention  of  assessing  or  under- 
taking to  collect  any  penalty  on  such  calls,  notwithstanding  the  fact  that  some  of  said 
reports  were  not  filed  within  the  time  prescribed  by  law,  and  I  hereby  waive  the 
right  to  assess  any  penalty  on  such  calls  other  than  said  penalty  of  $5,000. 

"I  admit  that  the  Treasurer  of  the  United  States  still  retains  said  sum  of  $5,000 
interest  which  on  April  1,  1915,  became  due  from  the  United  States  on  $1,000,000  of 
United  States  bonds.  I  deny  that  said  detention  is  unlawful  and  aver  that  it  is  in 
strict  accordance  with  law. " 

It  is  contended  that  by  this  disclaimer  the  comptroller  has  removed  from  the  case 
all  basis  for  a  claim  to  relief  against  the  assessment  of  penalties  in  the  future  because 
of  past  delinquencies  of  the  plaintiff. 

The  plaintiff  says  that  this  contention  is  one  that  should  be  raised  as  a  matter  of 
defense  and  is  not  to  be  considered  in  testing  the  sufficiency  of  the  bill.  This  con- 
tention was  raised  in  Delevan  v.  New  York,  New  Haven  <Sc  Hartford  Railroad  Co. , 
(216  N.  Y.,  359),  in  the  Court  of  Appeals  of  New  York,  which  stated  that  as  a  rule  of 
pleading  the  contention  was  doubtless  sound,  but  when  the  question  presented  upon 
appeal  had  by  lapse  of  time  and  the  changed  course  of  events  become  academic 
merely,  the  court  would  ordinarily  refuse  to  decide  the  abstract  question  and  would 
dismiss  the  appeal.  The  Supreme  Court  of  the  United  States  has  on  numerous  occa- 
sions dismissed  writs  of  error  on  representations  made  to  it  showing  that  the  contro- 
versy no  longer  existed.  Little  v.  Bowers  (134  U.  S.,  547);  Singer  Manufacturing  Co. 
t.  Wright  (141  U.  S.,  696);  California  v.  San  Pablo  Railroad  Co.  (149  U.  S.,  308);  and 
other  cases  cited  in  United  States  v.  Hamburg-Amerikanische  Packetfahrt-Actien 
Geaellschaft  et  al.  (239  U.  S.,  466).  There  would  seem  to  be  no  reason  why  the  ques- 
tion can  not  be  raised  before  an  answer  is  filed. 

The  ouestion  must  be  considered  with  reference  to  those  demands,  the  responses  to 
which  tne  comptroller  now  says  are  satisfactory  to  him  though  made  too  late,  and  with 
reference  to  the  demand  for  failure  to  comply  with  which  he  assessed  penalties  aggre- 
gating §5,000.  Id  regard  to  the  former  the  question  is  whether  the  comptroller,  who 
at  the  time  of  the  filing  of  the  bill  was  apparently  dissatisfied  with  the  reports  received, 
may  now  and  conclusively  for  all  purposes  express  his  satisfaction;  further,  whether 
etill  stating  that  such  reports  were  received  too  late  he  may  conclusively  estop  himself 
or  any  successor  in  office  from  the  assessment  of  penalties  by  a  waiver.  As  to  the 
latter,  the  question  is  whether  the  comptroller  can,  while  an  attempt  is  being  made  to 
collect  penalties  for  a  default  which  still  continues,  estop  himself  or  any  successor  in 
office  from  assessing  further  penalties.  If  he  can  estop  himself  in  either  instance, 
then  the  further  question  is  presented  whether  it  is  a  moot  question  which  the  court  is 
called  upon  to  decide,  or  at  least  whether  in  the  exercise  of  its  discretion  the  court 
may  determine  not  to  exercise  its  extraordinary  equitable  powers  because  there  is 
not  longer  reason  to  fear  the  doing  of  the  acts  complained  of. 

The  purpose  of  the  act  giving  the  comptroller  power  to  call  for  special  reports  is 
obvious.  Supervision  over  national  banks  is  vested  in  him.  Tn  order  that  ne  may 
perform  his  duties  he  is  given  authority  by  the  section  here  under  consideration  to  call 
'or  special  reports  when  in  his  judgment  they  are  necessary  to  a  full  and  complete 
knowledge  of  the  condition  of  the  bank.  He  alone  having  power  to  act,  and  therefore 
wing  the  only  one  for  whose  benefit  information  is  necessary,  is  the  only  one  to  deter- 
mine that  question  and  also  whether  his  call  for  a  special  report  has  been  complied 
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with.  There  can  be  no  doubt,  then,  of  his  right  to  say  that  the  plaintiff  has  given 
him  the  information  desired,  nor  that  having  so  announced  to  the  plaintiff  the  liability 
of  the  latter  to  penalties  ceased  as  of  the  respective  times  when  the  reports  were 
received. 

A  more  difficult  question  to  decide  is  whether  when  a  report  satisfactory  as  to  its 
contents  has  been  furnished  after  the  time  within  which  it  should  have  l>een  made 
the  comptroller  may  effectually  waive  the  right  to  assess  a  penalty  for  the  default. 
A  careful  search  has  not  disclosed  any  case  in  which  the  question  has  been  determined. 
This  is  not  to  be  wondered  at,  for  it  is  difficult  to  see  how  such  a  question  could  be 
raised  except  as  it  is  raised  here,  otherwise  perhaps  than  in  proceedings  based  on  a 
charge  of  malfeasance,  as  there  would  seem  to  be  no  one  authorized  to  institute  man- 
damus proceedings  to  compel  the  assessment  of  such  a  penalty.    It  may  be  surmised 
perhaps  that  in  very  many  instances  it  has  occurred  that  an  administrative  officer 
knowing  of  the  technical  right  to  sue  for  a  penalty  has  failed  to  take  any  steps  to  have 
the  right  enforced  because  upon  consideration  of  all  the  circumstances"  of  the  case  he 
has  determined  that  it  would  be  unfair  to  exact  the  penalty,  and  the  court  may  take 
judicial  notice  of  the  practice  of  instituting  actions  for  the  purpose  of  testing  the  right 
to  impose  a  penalty,  picking  out  a  single  violation  and  ignoring  others,  and  then  if 
the  law  is  upheld,  enforcing  it  as  to  subsequent  offenses  but  disregarding  past  offenses 
except  the  one  sued  on.    (See  Louisville  &  Nashville  R.  Co.  v.  Stiles,  156  Fed..  Rep. 
176, 193.)    But  these  considerations  do  not  determine  the  point  involved  here.     Keep- 
ing in  mind  that  the  purpose  of  the  penalties  in  question  is  not  punishment  for  the 
doing  of  any  act  forbidden  by  statute  or  of  any  act  inherently  wrong,  but  that  they  are 
intended  to  constrain  the  giving  of  information  to  an  officer  of  the  Government  to  aid 
him  in  the  performance  of  his  duties,  certainly  it  would  not  be  against  public  policy 
to  permit  him,  after  having  received  the  necessary  information,  though  too  late,  to 
determine  that  no  penalty  should  be  assessed  in  view  of  all  the  circumstances  oi  the 
case.    For  instance,  if  through  some  cause  over  which  it  had  no  control  a  bank  should 
fail  to  comply  in  time  with  a  demand  for  one  of  the  five  regular  reports  it  would  be 
unfair  certainly  to  make  it  obligatory  on  the  comptroller  to  assess  a  penalty,  and  it  is 
thought  that  his  attempt  to  do  so  under  such  circumstances  might  be  enjoined,  as 
intimated  in  Missouri  Pacific  Railroad  Co.  v.  Omaha  (235  U.  S.,  121).     In  that  case 
the  facts  were  that  a  municipal  ordinance  required  the  building  of  a  viaduct  by  the 
plaintiff  and  that  the  work  snould  be  commenced  within  30  days  after  the  passage  of 
the  ordinance  and  penalties  for  delay  were  provided.    Litigation  ensued  over  the 
right  to  require  the  building  of  the  aqueduct,  and  upon  the  argument  in  the  Su- 
preme Court,  it  was  contended  among  other  things  that  the  plaintiff  could  not  pos- 
sibly begin  the  erection  of  the  work  within  30  days;  but  the  court  said: 

"The  last  objection  is  that  the  railroad  company  was  required  to  begin  construc- 
tion within  26  days  after  the  passing  of  the  ordinance,  a  time  so  short  as  to  render 
it  physically  impossible  to  comply  with  the  ordinance,  and  that  upon  lack  of  such 
compliance,  the  ordinance  imposed  penalties  upon  the  railroad  company,  the  collec- 
tion of  which  penalties  it  is  also  sought  to  enjoin.  It  is  to  be  noted  that  the  enforce- 
ment of  this  ordinance  has  been  entirely  prevented  by  the  injunction  issued  in  this 
case,  an4  kept  in  force  since,  and  we  have  no  doubt  that  should  an  attempt  be  made 
hereafter  to  require  compliance  with  the  terms  of  the  ordinance  as  to  the  beginning  of 
construction,  they  would  be  given  a  reasonable  interpretation  so  as  to  permit  of  prepara- 
tion before  the  beginning  of  the  work,  and  if  any  oppression  should  result  in  this  re- 
spect, there  is  no  doubt  as  to  the  power  of  a  court  of  equity  to  relieve  the  railroad  com- 
pany from  the  infliction  of  unwarranted  penalties  if  it  should  turn  out  to  be  physically 
impossible,  as  the  company  insists,  to  comply  with  the  ordinance  in  this  respect. " 

if  then  a  court  of  equity  would  interfere  to  prevent  an  unreasonable  exaction  of 
penalties  it  would  seem  to  lollotv  that  an  officer  having  power  to  assess  penalties  should 
have  the  power  to  act  equitably  of  his  own  volition."  That  it  is  not  incumbent  upon 
the  comptroller  to  assess  a  penalty  whenever  it  is  in  his  power  to  do  so  may  fairly  be 
inferred  from  a  statement  by  the  Supremo  Court  in  its  opinion  in  Cochran  v.  United 
States  (157  U.  S.,  286 \  where  the  court  was  considering  an  indictment  for  a  false  state- 
ment made  in  one  of  the  five  regular  reports  requirea  of  banks.     The  court  said*. 

"If  such  report  were  not  properly  verified  and  attested  it  would  doubtless  be  com- 
petent for  the  Comptroller  of  the  Currency,  to  reject  it  or  to  proceed  against  the  asso- 
ciation under  section  5213  for  failure  to  make  and  transmit  a  proper  report"  ip.  230). 

In  other  words,  it  would  be  proper  for  him,  it  seems,  to  give  the  bank  an  opportunity 
to  send  in  a  proper  report  rather  than  to  proceed  under  section  5213,  which  is  the  one 
providing  for  penalties.  Olp  i\  Ltddiek  (14  N.  Y.  Supp.,  41),  points  to  that  con- 
clusion. That  was  an  action  brought  under  a  New  York  statute  known  as  the  ''tax- 
payers' act"  for  the  purpos?  of  restraining  the  settlement  by  two  of  the  defendants 
who  were  overseers  of  the  poor  of  certain  actions  brought  to  recover  penalties  of  another 
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defendant  who  had  violated  the  excise  lawB.  The  complaint  in  the  action  to  recover 
the  penalties  contained  100  separate  counts  or  causes  of  action  on  which  judgment  for 
$C».000  was  demanded.  Negotiations  for  a  settlement  of  this  action  resulted  in  an 
a-avexnent  to  pay  a  $50  penalty  and  $100  costs.  The  defendant  charged  with  viola- 
tion of  the  law  was  financially  responsible.  The  complaint  in  the  action  seeking  to 
rt  strain  such  settlement  was  dismissed  upon  the  merits,  the  court  stating  one  reason 
for  the  dismissal  as  follows: 

"Hut  there  is  an  additional  ground  upon  which  the  decision  of  the  learned  justice 
at  special  term  may  be  sustained;  nainelv,  that  an  overseer  of  the  poor  may  settle  and 
discontinue  an  action,  whether  brought  fey  himself  or  his  predecessors,  when  honestly 
made,  as  was  done  in  this  case.  Bellinger  v.  Birge  (7  N.  Y.  Supp.,  695,  and  8  N.  i . 
Supp.,  171);  People  v.  Leonard  (74  N.  Y.,  443).  The  evidence  and  the  findings  show 
that  the  settlement  of  these  actions  was  honestly  made  in  furtherance  of  a  general 
public  opinion  expressed  through  the  board  of  supervisors  and  otherwise,  and  upon 
t'Tins  which  were  fair  and  reasonable." 

In  view  of  the  fact  that  the  matter  of  special  reports  to  the  comptroller  is  one  of 
administration  to  be  acted  upon  by  him  in  the  exercise  of  a  broad  discretion  after  a 
consideration  of  all  the  facts,  and  as  any  question  in  regard  to  the  sufficiency  of  special 
n  ports  is  exclusively  for  his  determination,  and  as  an  effort  made  by  a  bank,  to  comply 
in  spjod  faith  with  a  request  for  a  report  may  fail  through  a  misunderstanding  or  for 
s»»mc  cause  not  within  the  control  of  a  bank,  it  must  be  held  that  the  comptroller  acts 
wifhin  the  powers  conferred  on  him  if  upon  a  review  of  the  entire  situation  he  deter- 
mines that  penalties  should  not  be  assessed  in  any  particular  cas°,  provided  that  he  is 
n«»i  insisting  upon  the  validity  of  an  assessment  made  for  a  given  default,  which  default 
etill  continues,  to  which  situation  the  reasoning  above  would, not  apply.    But  to  hold 
that  an  administrative  officer  may  refrain  from  undertaking  to  collect  p<  naltics  in  a 
case  like  the  present  one;  that  he  can  not  be  compelled  to  do  so  and  tnat  he  would 
not  be  guiltv  of  malfeasance  in  office  for  his  failure  to  endeavor  to  collect,  does  not  lead 
to  the  conclusion  that  he  may  by  a  mere  waiver,  which  is  not  part  of  a  compromise, 
conclusively  estop  himself  from  endeavoring  to  enforce  a  penalty,  so  it  remains  to 
consider  whether  the  court  should  pass  upon  the  question  of  liability  to  pay  a  penalty 
for  a  default  which  no  longer  entails  liability  for  accumulating  penalties  or  which  can 
not  lead  to  numerous  actions  at  law. 

If  the  conclusion  above  stated  is  sound,  the  comptroller  has  not  brought  himself 
within  the  principle  of  those  cases  which  hold  that  when  a  question  has  become  moot 
the  court  will  not  decide  it,  a  principle  most  recently  announced  by  the  Supreme 
<  ourt  of  the  United  States  in  United  States  v.  Hamburg- A merikanische  Packetafht 
Actien  Gesellschaft  et  al.,  supra,  in  which  case  the  court  took  judicial  notice  of  the 
European  war  and  held  that  the  existence  of  it  removed  all  question  from  the  case,  the 
contracts  involved  being  between  corporations  of  two  of  the  opposing  belligerents,  and 
therefore  decided  that  it  was  without  authority  to  pass  upon  the  case;  nor  within  the 
decision  of  Behn  v.  Young  (21  Ga.,  207),  to  the  effect  that  where  a  defendant  comes  into 
court  offering  to  do  all  that  the  plaintiff  can  equitably  require  of  him,  no  injunction 
will  issue.    When  the  bill  was  filed  the  comptroller  claimed  that  the  liability  to 
penalties  was  continuing  and  the  penalties  accumulating  and  the  case  presented 
is  one  for  the  exercise  of  the  court's  discretion  under  all  the  circumstances.    In  Piano 
Workers  v.  P.  &  O.  Supply  Co.  (124  111.,  App.,  353),  it  was  held  to  be  within  the 
discretion  of  the  court  to  issue  a  permanent  injunction  or  not  where  differences  between 
employers  and  employees  resulting  in  a  strike  had  been  composed  after  the  issuance 
of  an  interlocutory  injunction  but  before  final  hearing.    Reynolds  v.  Everett  (114 
X-  Y.,  189),  was  also  a  case  of  difficulties  between  employers  and  employees  and 
the  strike  having  ceased  before  the  trial  it  was  held  that  the  court  below  was  warranted 
in  dismissing  the  complaint  on  that  ground.    In  General  Electric  Co.  v.  New  England 
Electric  Co.  (123  Fed.,  310),  it  was  held  that  a  court  of  equity  was  without  jurisdiction 
in  a  suit  for  infringement  of  patent  where  the  defendant  on  learning  of  the  infringe- 
ment and  before  the  commencement  of  the  suit  finally  and  in  good  faith  abandoned 
the  manufacture  and  sale  of  the  infringing  articles  and  was  not  threatening  further 
^iringement  when  the  suit  was  filed.     In  Cayuta  Wheel  <&  Foundry  Co.  v.  Kennedy 
>  alve  Manufacturing  Co.  (127  Fed.,  355),  which  was  also  a  suit  to  enjoin  infringement 
°f  a  patent,  the  defendant  denied  that  there  was  any  infringement  on  his  part  and  did 
not  in  anyway  set  up  that  further  infringement  was  not  intended,  so  the  court  pro- 
ceeded to  an  adjudication  in  favor  of  the  plaintiff.    In  Odell  r.  Stout  (22  Fed.,  159), 
the  court  said  at  page  169: 

.  "It  is  true,  as  urged  by  counsel  for  complainants,  that  it  has  been  held  that  stopping 
utfringement  will  not  prevent  an  injunction.  But  the  cases  have  been  where  the 
Manufacture  was  stopped  at  or  after  the  bringing  of  the  suit,  or  the  indications  were 
foat  the  defendants,  naving  once  been  wrongdoers,  were  likely  to  be  so  again  as 
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soon  ae  released  from  court.  If  a  defendant  has,  before  suit  brought,  abandoned  the 
manufacture  and  sale  of  the  infringing  machine,  and  the  court  is  satisfied  that  the 
abandonment  was  in  good  faith  and  final  the  injunction  ought  to  be  refused,  upon 
the  principles  of  equity  applicable  to  injunction.  However,  as  we  find  that  th* 
defendants  in  this  case  are  infringers,  we  think  it  well  to  retain  the  whole  case  under 
our  control,  and  the  injunction  and  order  for  an  account  may  be  made  to  apply  to  the 
manufacture  and  sale  of  both  mills. " 

In  Roberts  v.  City  of  Louisville  (17  S.  W.  (Ky.),  2061  which  was  a  suit  instituted 
to  enjoin  the  passage  of  an  ordinance,  the  answer  stated  that  the  ordinance  had  been 
withdrawn  after  the  commencement  of  the  suit  and  was  not  before  the  council  when 
the  trial  was  had,  but  the  court  said  that  as  the  plaintiffs  had  a  cause  of  action,  with- 
drawal of  the  ordinance  did  not  have  the  effect  to  defeat  their  right  to  the  relief  sought, 
especially  as  another  ordinance  of  the  same  character  might  thereafter  be  introduced 
and  passed,  unless  the  right  to  do  so  be  perpetually  enjoined.  McFarland  v.  Linder- 
kugel  (107  Wis.,  474),  was  a  suit  in  equity  to  compel  the  removal  of  fences  maintained 
by  the  defendant  across  a  street  passing  the  plaintiff's  premises  and  to  perpetually 
enjoin  their  maintenance.  The  suggestion  was  made  by  the  defendant's  counsel 
after  the  suit  was  commenced  and  before  trial  that  the  defendant  had  removed  the 
fences,  but  the  court  held  that  thiB  could  not  affect  the  plaintiff's  right  to  a  judgment 
as  the  defendant  might  again  insist  upon  the  right  to  replace  and  maintain  the  obstruc- 
tion. 

In  patent  cases  it  is  also  held  that  a  suit  will  be  retained  for  an  accounting  or  an 
award  of  damages  where  there  can  not  be  an  injunction,  the  patent  having  expired 
pending  suit.  See  Clarke  v.  Worcester  (119  U.  S.,  322),  Biddle  v.  Bennett  (122  U.  S., 
71). 

In  view  of  the  above  authorities  and  others  that  might  be  cited,  and  without  Ques- 
tioning the  good  faith  of  the  comptroller,  it  seems  that  the  proper  exercise  ot  the 
discretion  of  the  court  requires  an  adjudication  upon  the  rig;ht  of  the  comptroller 
to  now  assess  penalties,  although  by  his  expressed  satisfaction  with  the  contents 
of  the  reports  received  he  has  removed  from  the  case  so  far  as  those  reports  are  con- 
cerned the  situation  existing  when  the  bill  was  filed;  namely,  the  claim  that  penalties 
were  running  and  accumulating. 

The  plaintiff  contends  that  if  the  demand  of  the  comptroller  for  the  report,  the 
failure  to  furnish  which  led  to  the  assessment  of  penalties  amounting  to  $5,000,  was 
not  lawfully  made,  but  which  was  at  the  commencement  of  the  action  being  insisted 
upon,  there  was  then  presented  a  case  of  which  a  court  of  equity  should  take  juris- 
diction because  the  penalties  were  accumulating  from  day  to  day  and  because  the 
defendant  was  threatening  to  order  the  collection  from  time  to  time  of  the  penalties 
as  interest  became  payable  on  the  plaintiff's  bonds.  On  the  other  hand,  the  defend- 
ants say  that  the  comptroller  having  assessed  a  penalty  of  $5,000  his  power  to  assess 
has  ceased  and  that  no  additional  penalty  can  be  imposed  or  collected.  The  statute 
says  that  the  bank  is  "subject  to  a  penalty  of  one  hundred  dollars  for  each  day" 
that  it  delays  to  make  the  report,  and  that  "  Whenever  any  association  delays  or 
refuses  to  pay  the  penalty  herein  imposed  after  it  has  been  assessed  by  the  Comptroller 
of  the  Currency,  the  amount  thereof  may  be  retained.     .     *    *" 

To  place  the  defendant's  construction  on  the  section  would  defeat  the  purpose 
of  the  statute,  which  is  to  constrain  the  giving  of  the  necessary  information.  If  an 
assessment  while  the  default  of  the  bank  continues  exhausts  the  comptroller's  power, 
then  there  is  no  further  constraint  on  the  bank  to  furnish  the  report;  and,  on  the  other 
hand,  if  only  one  assessment  is  contemplated  and  liability  for  continuing  penalties 
is  to  be  incentive  to  make  the  report  a  continued  refusal  of  the  bank  to  comply  with 
the  comptroller's  request  would  result  in  no  assessment  at  all .  It  seems  that  a  proper 
construction  of  the  statute  is  that  it  was  intended  to  provide  for  as  many  penalties 
as  there  are  days  of  default,  and  therefore  that  if  the  report  was  rightfully  demanded 
a  separate  action  might  be  maintained  for  each  day's  penalty,  or  the  accumulated 
penalties  upon  any  day  when  interest  falls  due  on  the  plaintiff's  bond  might  be  col- 
lected therefrom.  It  is  thought  that  the  situation  so  presented  is  one  in  which  a 
court  of  equity  will  take  jurisdiction. 

In  Philadelphia  Co.  v.  Stimson  (223  U.  S.,  605),  Mr.  Justice  Hughes,  writing  for 
the  court,  says  at  page  620: 

"A  court  of  equity,  said  this  court  in  In  re  Sawyer  (124  U.  S.,  200,  210),  'has  no 
jurisdiction  over  the  prosecution,  the  punishment  or  the  pardon  of  crimes  or  mis- 
demeanors. *  *  *  To  assume  such  a  jurisdiction,  or  to  sustain  a  bill  in  equity  to 
restrain  or  relieve  against  proceedings  for  the  punishment  of  offenses  *  *  *  w 
to  invade  the  domain  of  the  courts  of  common  law,  or  of  the  executive  and  adminis- 
trative department  of  the  Government.'  Harkrader  v.  Wadley,  (172  U.  S.,  U8t 
170);  Fitts  v.  McGhee  (172  U.  S.,  516,  531;  2  Story's  Eq.  Jur.,  sec.  893).    But  a  dis- 
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unction  obtains  when  it  is  found  to  be  essential  to  the  protection  of  the  property 
rishts.  as  to  which  the  jurisdiction  of  a  court  of  equity  has  been  invoked,  that  it 
should  restrain  the  defendant  from  instituting  criminal  actions  involving  the  same  legal 
questions.  This  is  illustrated  in  the  decisions  of  this  court  in  which  officers  have 
been  enjoined  from  bringing  criminal  proceedings  to  compel  obedience  to  uncon- 
stitutional requirements.  Davis  &  Farnum  Mfg.  Co.  v.  Los  Angeles  (189 '17.  S.,  207 
217.  218);  Dobbins  v.  Los  Angeles  (195  U.  S.,  223,  241;  Ex  parte  Young  209  U.  S.f 
123,  161,  162);  Western  Union  Telegraph  Co.  v.  Andrews  (216  U.  8.,  165).  In  this, 
there  is  no  attempt  to  restrain  a  court  from  trying  persons  charged  with  crime,  or  the 
grand  jury  from  vie  exercise  of  its  functions,  but  the  injunction  binds  the  defendant 
not  to  resort  to  criminal  procedure  to  enforce  illegal  demands.1' 

The  court  in  that  case  said  as  already  stated  above  that  a  Federal  officer  acting  in 
excess  of  his  authority  was  in  the  same  position  as  a  State  officer  seeking  to  enforce 
unconstitutional  enactments.  In  Ex  parte  Young  (209  U.  S.,  123,  160),  the  court 
said  that  it  would  be  an  injury  to  complainant  to  harass  it  with  a  multiplicity  of 
actions  in  an  endeavor  to  enforce  penalties  under  an  unconstitutional  enactment 
and  to  prevent  it  ought  to  be  within  the  jurisdiction  of  a  court  of  equity. 

On  the  authority  of  these  cases  it  must  be  held  here  that  eauity  has  jurisdiction 
because  it  is  alleged  that  property  rights  are  being  threatened  by  reason  of  acts  of  a 
Federal  officer  claimed  to  be  unlawful,  which,  if  not  restrained,  will  lead  to  a  mul- 
tiplicity of  actions. 
It  remains  to  consider  whether  the  facts  alleged  make  out  a  cause  of  action. 
The  defendant  McAdoo  and  the  defendant  Williams  are  charged  with  conspiring 
to  ruin  the  plaintiff's  business.  Each  is  sued  in  his  official  capacity  and  every  act 
charged  is  alleged  to  have  been  done  or  threatened  to  have  been  done  in  violation  of 
the  duty  imposed  by  the  office,  except  the  act  of  the  defendant  McAdoo  in  inducing 
the  Secretary  of  War  to  remove  Panama  Canal  funds  from  the  bank  and  the  act  of  the 
defendant  Williams  in  causing  the  removal  of  Red  Cross  funds. 

It  is  sometimes  said  that  a  conspiracy  will  be  enjoined.  Such  statements  are 
generally  made  in  passing  upon  cases  involving  a  secondary  boycott,  but  such  a 
boycott  is  itself  a  threat  made  by  several  acting  together  and  what  therefore  is  really 
enjoined  in  those  cases  is  the  making  of  threats.  The  Court  Baid  in  Swift  &  Co.  v. 
The  United  States  (196  U.  S.,  375);  that  it  could  not  issue  a  general  injunction  against 
all  possible  breaches  of  the  law  and  that  the  injunction  in  that  case  ought  to  set  forth 
more  exactly  the  transactions  in  which  certain  directions  and  agreements  were  to 
be  forbidden;  and  finally  at  page  402: 

"It  only  remains  to  add  that  the  foregoing  question  does  not  applv  to  the  earlier 
sections  which  charge  direct  restraints  of  trade  within  the  decisions  of  the  court,  and 
that  the  criticism  of  the  decree  as  if  it  ran  generally  against  combinations  in  restraint 
of  trade  or  to  monopolize  trade  ceases  to  have  any  force  when  the  clause  'against  any 
other  method  or  device '  is  stricken  out.  So  modified,  it  restrains  such  combinations 
only  to  the  extent  of  certain  specified  devices  which  the  defendants  are  alleged  to 
have  used  and  intend  to  continue  to  use." 

Where  the  efficacy  in  combining  consists  of  each  conspirator  doing  a  several  part 
and  it  is  planned  to  operate  thus  singly,  an  indictable  conspiracy  exists  under  some 
circumstances  though  no  one  thing  proposed  to  be  done  woula  be  ground  for  an  indict- 
ment even  if  it  were  actually  accomplished  by  one  of  the  conspirators  alone.    Bishops 
Xew  Criminal  Law,  vol.  2,  sec.  185.    And  in  such  a  situation  the  doing  of  any  of 
the  acts  complained  of  could  be  restrained  by  injunction,  but  where  the  act  com- 
plained of  is  absolutely  privileged  and  therefore  beyond  the  reach  of  injunctive 
process  an  arrangment  to  do  that  act  simultaneously  with  the  doing  of  acts  by  others 
as  part  of  an  alleged  scheme  can  not  be  considered  as  an  overt  act  done  in  pursuance 
of  an  actionable  conspiracy  for  the  same  reason  that  where  an  overt  act  is  privileged 
a  conspiracy  to  do  it  is  not  a  ground  for  the  recovery  of  damages  in  an  action  on  the 
rase.    Xalle  v.  Oyster  (230  U.  S.,  165).     If  this  conclusion  is  sound  it  follows  that 
the  bill  does  not  show  any  reason  for  joining  the  Secretary  of  the  Treasury  as  a  defend- 
ant, leaving  out  of  consideration  for  the  present  the  question  whether  he  has  a  mere 
ministerial  duty  to  perform  in  regard  to  the  interest  withheld  in  the  event  that  the 
comptroller's  assessment  of  penalties  is  not  valid,  for  the  reason  that  the  Secretary 
oi  the  Treasury  owes  no  duty  to  the  plaintiff  bank  in  regard  to  the  deposit  of  public 
hinds.    There  is  no  requirement  of  law  that  they  shall  be  deposited  anywhere  out  of 
the  Treasury  of  the  United  States,  nor  that  when  they  are  deposited  in  banks  they 
shall  remain  there  for  any  given  length  of  time.    The  matter  is  within  the  uncon- 
trollable judgment  of  the  Secretary,  and  even  though  he  should  threaten  to  with- 
draw deposits  with  the  hope  and  belief  that  doing  so  would  injure  a  bank,  no  court 
could  legally  restrain  him. 
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The  only  other  allegations  in  the  bill  relating  to  an  official  act  of  the  Secretary  oi 
the  Treasury  are  those  in  regard  to  the  failure  to  pay  the  interest  due  on  the  plaintiff'? 
bonds.  This  alleged  failure  to  act  can  not  be  controlled  by  the  court  because  it  i.« 
alleged  to  be  the  carrying  out  of  a  conspiracy,  for  the  reason  that  the  Secretary  in 
refusing  to  pay,  if  as  a  matter  of  fact  he  is  refusing,  is  not  thereby  failing  to  perform  a 
mere  ministerial  duty.  He  had  nothing  to  do  and  could  have  nothing  to  do  with  the 
assessment  of  the  penalty  for  the  payment  of  which  the  money  is  being  retained .  The 
statute  provides  that  where  there  is  such  an  assessment,  money  due  for  interest  may 
be  retained,  but  it  does  not  give  the  Secretary  any  power  to  inquire  into  the  propriety 
of  the  action  of  the  comptroller  in  making  the  assessment.  It  fhe  assessment  be  held 
to  be  void,  then  should  the  Secretary  fail  to  pay  the  interest,  if  that  be  his  ministerial 
duty,  and  not  until  then  can  he  be  compelled  to  act. 

The  plaintiff  evidently  relies  on  the  case  of  Allen  v.  Burrow  (69  Kans..  812)  in  join- 
ing two  Government  officials  in  this  suit,  but  the  facts  in  that  case  were  entirely 
different.  It  was  charged  there  by  one  of  two  persons  claiming  to  be  the  regular 
nominee  of  a  pDlitical  party  for  a  public  office  that  a  majority  of  the  members  of  a 
board  of  three  constituted  by  law  for  the  purpose  of  determining  who  was  the  regular 
candidate  had  conspired  with  his  opponent  to  prevent  the  placing  of  the  plaintiff*? 
name  upon  the  officiil  ballot  as  the  regular  candidate,  having  agreed  that  the  plaintiff 
should  oe  prevented  from  having  his  name  placed  thereon  regardless  of  the  merits 
of  his  contention  to  have  it  placed  there,  and  having  agreed  with  the  defendant's 
opponent  that  if  the  latter  should  procure  from  a  bolting  and  fraudulent  assemblage 
of  persons  claiming  to  be  the  congressional  convention  of  the  district,  a  false,  spurious, 
and  fraudulent  certificte  of  nomination  and  would  file  the  same  the  two  member?  of 
the  board  constituting  a  majority  would  recognize  such  certificate  notwithstanding 
any. objections  thereto,  and  notwithstanding  any  proof  of  the  fraudulent  character  of 
the  assemblage  which  had  pretended  to  authorize  the  execution  thereof.  The  obvious 
difference  between  the  two  cases  appears  from  this  statement  of  Allen  v.  Burrow  and 
is  emphasized  by  the  fact  that  the  court  there  assumed  jurisdiction  of  the  parti- 
cular contest,  saying  that  in  some  way  a  decision  must  be  made  between  the  rival 
claimants. 

The  case  will  not  be  further  distinguished  here  except  by  stating  what  seems  to  the 
court  to  be  the  rule  applicable  to  the  present  case,  namely,  that  where  the  act  sought 
to  be  accomplished  by  an  alleged  conspiracy  is  not  in  itself  an  official  act.  and  where 
the  persons  said  to  be  endeavoring  to  accomplish  the  object  of  the  alleged  conspiracy 
are  acting  in  an  official  capacity  only,  each  one  having  official  duties  which  he  alone 
can  psrform,  the  performance  of  which  is  not  under  the  control  of  the  other,  they 
should  not  be  joined  as  officials  in  one  action  as  conspirators.  The  law  imposes  upon 
them  a  duty  to  act.  If  they  act  within  their  powers  their  motives  can  not  be  ques- 
tioned .  If  each  is  undertaking  to  act  without  authority  he  can  be  restrained  in  a 
separate  suit  and  his  motives  make  no  difference,  or  as  the  court  said  in  Myles  Salt  Co. 
v.  Board  of  Commissioners,  etc.  (239  U.  S..  478):  "We  are  not  dealing  with  motives 
alone,  but  as  well  with  their  resultant  action/' 

The  Secretary  of  the  Treasury  had  no  official  duties  to  perform  in  regard  to  the 
deposits  or  withdrawals  of  Panama  Canal  funds  alleged  by  the  bill.  They  were  in  the 
control  of  the  Secretary  of  War  exclusively.  Assuming  but  not  deciding  that  an 
averment  that  " plaintiff  believes  and  therefore  avers"  that  the  defendant  McAdoo 
used  his  influence  to  bring  about  a  withdrawal  of  these  funds  from  the  plaintiff  bank 
is  a  sufficient  averment  of  a  fact  in  a  pleading  and  that  it  is  anything  more  than  an 
allegation  of  a  suspicion,  it  clearly  could  be  considered  only  as  evidence  of  malice, 
if  at  all,  but  standing  alone  it  amounts  to  nothing,  for  there  is  no  allegation  that  the 
Secretary  of  the  Treasury  made  any  false  statements  to  the  Secretary  of  War,  nor  is 
there  anything  to  show  that  the  latter  acted  without  due  consideration  of  all  the  facts, 
unless  the  allegations  were  intended  as  the  foundation  for  an  inference  that  the  Sec- 
retary of  War  withdrew  the  Panama  funds  merely  because  the  Secretary  of  the  Treas- 
ury asked  him  to  or  joined  in  the  alleged  conspiracy,  but  such  a  claim  would  have  to 
be  explicitly  stated  in  order  to  afford  a  basis  for  action  by  the  court. 

It  is  to  be  noted  also  as  to  there  being  allegations  of  facts  sufficient  to  show  a  con- 
spiracy so  far  as  the  Secretary  of  the  Treasury  is  concerned  that  the  bill  states  that  the 
"withdrawals  made  by  direction  or  through  the  influence  of  the  defendant  McAdoo. 
including  the  said  Panama  Canal  deposits  and  the  discriminatory  withholding  of 
District  of  Columbia  tax  deposits  amounting  in  all  to  nearly  $2,500,000  occurred  at 
a  time  when  all  the  banks  in  the  United  States  were  making  strenuous  efforts  to 
husband  and  protect  their  resources;  the  bonds  by  which  said  canal  deposits  were 
•secured  could  only  be  marketed  at  private  sale;  the  war  in  Europe  had  resulted  in 
the  closing  of  the  public  exchanges  tnroughout  the  United  States;  prices  of  securities 
were  at  the  lowest  figure  in  many  years;  panic  conditions  existed;  DUt,  nevertheless, 
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the  defendant,  McAdoo,  in  the  circumstances  aforesaid,  forced  the  withdrawal  and 
withholding  of  the  aforesaid  sum  of  about  $2,500,000  in  a  deliberate  attempt  to  wreck 
the  plaintiff  bank.    ***.»' 

Tne  war  in  Europe  began  during  the  last  week  in  Julyor  the  first  week  in  August, 
1914,  of  which  fact  the  court  may  take  judicial  notice.  The  United  States.  Hainburg- 
Amerikanische  Packet fahrt- A ctien  Gesellschaft  et  al.,  supra.  The  bill  alleges  that 
"it  has  been  the  custom  of  the  Treasury  Department  to  deposit  for  a  limited  period 
of  rime  each  year  a  sum  of  money  approximately  equal  to  the  municipal  taxes  which 
are  paid  into  the  Federal  Treasury  annually  in  the  month  of  May.  *  *  *  In  the 
distribution  of  this  public  money  for  deposit  in  May,  1914.  the  defendant,  McAdoo, 
arbitrarily  wholly  eliminated  the  plain  tin  bank  *  *  *  ' '  and  further  that  *  *  There- 
after on  July  1,  1914,  the  defendant,  McAdoo,  *  *  *  discontinued  plaintiff  bank 
as  a  depository  and  plaintiff  returned  its  balance  of  $100,927.90  to  the  Treasury  on  the 
following  day,  *  *  *"  and  further  that  "Plaintiff  believes  and  therefore  avers 
that  shortly  after  the  defendant  McAdoo  threatened  because  of  personal  animus  to 
commence  reprisals  against  plaintiff  bank,  and  threatened  to  discontinue  plaintiff 
hank  as  a  depository  of  United  States  funds,  he  succeeded  by  diligent  personal  efforts 
and  influence  in  effecting  the  gradual  but  constant  withdrawal  of  said  ranama  Canal 
deposits  until  there  remains  at  this  time  a  balance  of  only  $22,284.81  of  said  deposits, 
whereas  at  about  the  time  he  commenced  to  put  in  execution  his  aforesaid  threat, 
namely,  in  the  month  of  May.  1914,  said  Panama  Canal  deposits  intrusted  to  the 
plaintiff  bank  amounted  to  $1,158,479.51." 

There  is  a  complete  failure  to  show  that  for  the  purpose  of  wrecking  the  plaintiff 
bank  the  defendant  took  advantage  of  conditions  arising  out  of  the  war  in  Europe. 
In  fact,  the  plaintiff's  own  specific  allegations  disprove  the  coincidence  on  which 
alone  such  a  charge  could  be  based. 

The  bill  does  not  state  facts  sufficient  to  constitute  a  cause  of  action  against  the 
Secretary  of  the  Treasury,  as  for  a  conspiracy  or  as  to  anything  done  or  threatened  by 
him.  and  it  must  be  dismissed  as  to  him  unless  he  is  a  necessary  party  in  order  to 
eive  relief  by  way  of  directing  a  purely  ministerial  act,  namely,  the  payment  of  inter- 
est withheld  because  of  the  penalty  of  $5,000  assessed  by  the  Comptroller  of  the 
Currency. 

Has  the  Comptroller  of  the  Currency  assumed  as  a  basis  for  his  various  acts  a  power 
which  is  not  given  him  by  the  statutes?  The  answer  to  this  question  calls  for  a  con- 
struction of  sections  5211  and  5213  of  the  Revised  Statutes  and  section  5212  also  must 
be  read  to  that  end.    The  three  sections  are  as  follows: 

"Sec.  5211.  Every  association  shall  make  to  the  Comptroller  of  the  Currency  not 
less  than  five  reports  during  each  year,  according  to  the  form  which  may  be  pre- 
scribed by  him.  according  to  the  form  or  affirmation  of  the  president  or  cashiqr  of  such 
association,  and  attested  by  the  signature  of  at  least  three  of  the  directors.  Each 
such  report  shall  exhibit,  in  detail  and  under  appropriate  heads,  the  resources  and 
liabilities  of  the  association  at  the  close  of  business  on  any  past  day  by  him  specified, 
and  shall  be  transmitted  to  the  comptroller  within  five  days  after  the  receipt  of  a 
request  or  requisition  therefor  from  him,  and  in  the  same  form  in  which  it  is  made  to 
the  comptroller  shall  be  published  in  a  newspaper  published  in  the  place  where  such 
association  is  established,  or  if  there  is  no  newspaper  in  the  place,  then  in  the  one 
published  nearest  thereto  in  the  same  county,  at  the  expense  of  the  association,  and 
such  proof  of  publication  shall  be  furnished  as  may  be  required  by  the  comptroller. 
The  comptroller  shall  also  have  power  to  call  for  special  reports  from  any  particular 
association  whenever  in  his  judgment  the  same  are  necessary  in  order  to  a  full  and  com- 
plete knowledge  of  its  condition. 

"  Sec.  5212.  In  addition  to  the  reports  required  by  the  preceding  section  each 
a«*)riation  shall  report  to  the  Comptroller  of  the  Currency,  within  10  days  after  de- 
claring any  dividend,  the  amount  of  such  dividend,  and  the  amount  of  net  earnings 
in  excess  of  such  dividend.  Such  report  shall  be  attested  by  the  oath  oi  the  president 
<r  cashier  of  the  association. 

"Sec.  5213.  Every  association  which  fails  to  make  and  transmit  any  report 
required  under  either  of  the  two  preceding  sections  shall  be  subject  to  a  penaltv  of 
$100  for  each  day  after  the  periods,  respectively,  therein  mentioned,  that  it  delays 
to  make  and  transmit  its  report.  Whenever  any  association  delays  or  refuses  to  pay 
the  penalty  herein  imposed,  after  it  has  been  assessed  by  the  Comptroller  of  the 
Currency,  the  amount  thereof  may  be  retained  by  the  Treasurer  of  the  United  States, 
upon  the  order  of  the  Comptroller  of  the  Currency,  out  of  the  interest,  as  it  may  become 
<lue  to  the  association,  on  the  bonds  deposited  with  him  to  secure  circulation.  All 
sums  of  money  collected  for  penalties  under  this  section  shall  be  paid  into  the  Treasury 
of  the  United  States." 
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The  plaintiff  contends  that  the  words  in  section  5211  "whenever  in  his  judgment 
the  same  are  necessary  in  order  to  a  full  and  complete  knowledge  of  its  condition  " 
mean  that  the  comptroller  may  exercise  his  judgment  as  to  the  times  when  report 
shall  be  called  for  and  that  the  law  fixes  the  nature  of  the  reports  that  may  be  de- 
manded; that  is,  the  law  "provides  that  the  report  shall  be  one  which  gives  him  a 
full  and  complete  knowledge  of  the  bank's  condition.  It  did  not  say  of  the  bank's 
management;  it  did  not  say  of  the  officers'  misconduct;  it  did  not  say  of  the  officers' 
past  loans  or  the  officers'  family  relations,  because  as  to  that  section  all  such  questions 
are  wholly  immaterial." 

"  No  matter  what  the  condition  of  the  bank  might  have  been  15  years  a^o,  if  it  is 
bad  now  the  comptroller  ought  to  know  it.  No  matter  how  good  the  condition  of  the 
bank  has  been  or  how  bad  at  another  time,  that  is  not  material  to  the  duties  of  the 
comptroller's  office  under  the  section." 

If  the  section  is  to  be  interpreted  as  meaning  that  "special"  reports  are  special 
merely  because  they  are  demanded  of  a  particular  bank  and  in  addition  to  the  five 
reports  required  of  all  banks  then  all  that  could  be  asked  of  a  bank  would  be  only 
what  it  is  required  to  furnish  five  times  a  year — namely,  a  detailed  statement  of 
resources  and  liabilities;  but  if  such  had  been  the  intention  of  Congress  why  were 
the  words  "to  a  full  and  complete  knowledge  of  its  condition"  inserted?  If  the 
five  reports  are  reports  of  condition  and  the  special  reports  are  also,  and  limited  as  are 
the  general  reports  to  showing  resources  and  liabilities,  why  "full  and  complete"? 
Something  must  have  been  intended  by  the  use  of  those  words.  Was  the  intention 
merely  that  the  comptroller  might  ask  for  further  information  in  regard  to  the  items 
in  one  of  the  regiriar  reports?  If  so,  that  would  be  to  limit  him  in  the  intervals  between 
the  dates  for  making  general  reports  to  an  inquiry  entire! t  futile  perhaps  to  aid  him 
in  a  present  emergency.  Again,  if  the  report  is  special  only  by  virtue  of  the  fact  that 
it  is  in  addition  to  the  five  regular  reports  then  it  is  to  be  a  report  in  detail  under 
appropriate  headings  of  resources  and  liabilities,  and  it  seems  obvious  that  such  a 
report  might  easily  be  insufficient  for  a  "full  and  complete  knowledge"  of  the  condi- 
tion of  a  bank.  It  seems  clear  that  the  five  regular  reports  are  intended  to  be  uniform 
as  nearly  as  may  be  for  all  banks,  and  that  the  special  reports  are  to  show  what  the 
comptroller  may  in  his  judgment  think  necessary  to  a  full  and  complete  knowledge 
of  a  bank's  condition,  whether  any  part  of  the  report  covers  what  was  in  the  regular 
report  or  not,  and  that  they  are  not  to  be  confined  to  a  mere  statement  of  assets  and 
liabilities  as  are  the  general  reports. 

Section  5240  of  the  Revised  Statutes,  prior  to  the  passage  of  the  Federal  Reserve 
Act,  provided  that  ''The  Comptroller  of  tne  Currency  with  the  approval  of  the  Secre- 
tary of  the  Treasury,  shall  as  often  as  shall  be  deemed  necessary  or  proper  appoint  a 
suitable  person  or  persons  to  make  an  examination  of  the  affairs  of  every  banking 
association  who  shall  have  power  to  make  a  thorough  examination  into  all  the  affairs 
of  the  association  and  in  doing  so  to  examine  any  of  the  officers  and  agents  thereof 
on  oath  and  shall  make  a  full  and  detailed  report  of  the  condition  of  the  association 
to  the  comptroller. ' ' 

If,  in  the  opinion  of  Congress,  an  examination  of  the  "affairs"  of  an  association  is 
necessary  to  enable  the  examiner  to  make  a  "full  and  detailed  report  of  the  condition 
of  the  association"  it  seems  reasonable  to  suppose  that  in  giving  the  comptroller 
power  to  call  for  special  reports  when  he  thinks  them  necessary  to  a  "full  and  com- 
plete" knowledge  of  its  (the  association's)  "condition"  Congress  meant  to  give  to 
the  comptroller  as  broad  powers  at  least  as  it  gave  to  his  subordinate,  and  that  the 
reports  to  be  made  by  the  banks  are  in  regard  to  their  affairs  just  as  the  examination 
by  an  examiner  is  an  inquiry  into  the  affairs  of  a  bank.    The  section  now  provides: 

"The  examiner  making  tne  examination  of  any  national  bank,  or  of  any  other 
member  bank  shall  have  power  to  make  a  thorough  examination  of  all  the  affairs  of 
the  bank  and  in  doing  so  he  shall  have  power  to  administer  oaths  and  to  examine 
any  of  the  officers  and  agents  thereof  under  oath  and  shall  make  a  full  and  detailed 
report  of  the  condition  of  said  bank  to  the  Comptroller  of  the  Currency." 

Other  provisions  of  the  national  bank  act,  except  that  they  relate  to  the  period 
before  an  association  begins  business,  indicate  as  clearly  perhaps  as  does  section  5240 
what  scope  of  meaning  Congress  intended  that  the  word  "condition"  should  have. 

No  association  can  begin  to  do  business  without  compliance  with  certain  require- 
ments and  the  Comptroller  of  the  Currency  is  the  officer  who  decides  whether  there 
has  been  compliance.  Section  5133  of  the  Revised  Statutes  provides  that  the  persons 
who  desire  to  form  an  association  under  the  act  shall  "enter  into  articles  of  association, 
which  shall  specify  in  general  terms  the  object  for  which  the  association  is  formed,  and 
may  contain  any  other  provisions  not  inconsistent  with  law  which  the  association  may 
see  fit  to  adopt  for  the  regulation  of  its  business  and  the  conduct  of  its  affairs.  These 
articles  shall  be  signed  by  the  persons  uniting  to  form  the  association,  and  a  copy  of 
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them  shall  be  forwarded  to  the  Comptroller  of  the  Currency,  to  be  filed  and  preserved 
in  his  office." 

Section  5134  is  as  follows: 

'"The  persons  uniting  to  form  such  an  association  shall,  under  their  hands,  make  an 
organization  certificate,  which  shall  specifically  state: 

''First.  The  name  assumed  by  such  association;  which  name  shall  be  subject  to 
the  approval  of  the  Comptroller  of  the  Currency. 

' *  Second .  The  place  wnere  its  operations  of  discount  and  deposit  are  to  be  carried  on, 
designating  the  State,  Territory,  or  District,  and  the  particular  county  and  city,  town, 
or  village. 

"Third.  The  amount  of  capital  stock  and  the  number  of  shares  into  which  the  same 
if>  to  be  divided. 

**  Fourth.  The  names  and  places  of  residence  of  the  shareholders  and  the  number  of 
shares  held  by  each  of  them. 

"Fifth.  The  fact  that  the  certificate  is  made  to  enable  such  persons  to  avail  them- 
selves of  the  advantages  of  this  title." 

Section  5136  confers  the  corporate  powers  on  the  association,  among  them  being: 

"Fifth.  To  elect  or  appoint  directors,  and  by  its  board  of  directors  to  appoint  a 
president,  vice  president,  cashier,  and  other  officers,  define  their  duties,  require  bonds 
oi  them,  and  fix  the  penalty  thereof,  dismiss  such  officers  or  any  of  them  at  pleasure 
and  appoint  others  to  fill  their  places. 

"Sixth.  To  prescribe,  by  its  board  of  directors,  by-laws  not  inconsistent  with  law, 
regulating  the  manner  in  which  its  stock  shall  be  transferred,  its  directors  elected  or 
appointed,  its  officers  appointed,  its  property  transferred,  its  general  business  con- 
ducted, and  the  privileges  granted  to  it  by  law  exercised  and  enjoyed. 

"  Seventh.  To  exercise  by  its  board  of  directors,  or  duly  authorized  officers  or  agents, 
subject  to  law,  all  such  incidental  powers  as  shall  be  necessary  to  carry  on  the  business 
of  banking;  by  discounting  and  negotiating  promissory  notes,  drafts,  bills  of  exchange, 
and  other  evidences  of  debt;  by  receiving  deposits;  by  buying  and  selling  exchanges, 
coin,  and  bullion;  by  loaning  money  on  personal  security,  and  by  obtaining,  issuing, 
and  circulating  notes  according  to  the  provisions  of  this  title. 

"But  no  association  shall  transact  any  business  except  such  as  is  incidental  and  pre- 
liminary to  its  organization  until  it  has  been  authorized  by  the  Comptroller  of  the 
Currency  to  commence  the  business  of  banking." 

Section  5159  provides  for  a  transfer  to  the  Treasurer  of  the  United  States  of  United 
States  bonds  in  certain  amounts  before  an  association  may  begin  business.  Section 
5145  provides  for  the  election  of  directors  before  an  association  shall  begin  business, 
md  section  5146  specifies  qualifications  for  directorship  based  on  residence  and  owner- 
ship  of  shares  of  stock.    Section  5147,  which  provides  for  the  directors'  oaths,  reads : 

'Each  director,  when  appointed  or  elected,  shall  take  oath  that  he  will,  so  far  as  the 
duty  devolves  on  him,  diligently  and  honestly  administer  the  affairs  of  such  association 
and' will  not  1  novingly  violate,  or  willingly  permit  to  be  violated,  any  of  the  provisions 
of  this  title,  and  that  he  is  the  owner  in  good  faith,  and  in  his  own  right,  of  the  number 
of  shares  of  stock  required  by  this  title,  subscribed  by  him,  or  standing  in  his  name  on 
the  boolvS  of  the  association,  and  that  the  same  is  not  hypothecated,  or  in  any  way 
pledged  as  security  for  any  loan  or  debt.  Such  oath,  subscribed  by  the  director 
miking  it.  and  certified  by  the  officer  before  whom  it  is  taken,  shall  be  immediately 
transmitted  to  the  Comptroller  of  the  Currency,  and  shall  be  filed  and  preserved  in 
his  office." 

These  provisions  of  the  statutes  set  forth  the  substantial  prerequisites  to  beginning 
business  except  an  important  one  as  to  good  faith  mentioned  in  section  5169,  infra, 
and  make  necessary  an  inquiry  as  to  whether  they  have  been  complied  with.  They 
are  quoted  so  much  at  length  to  make  clear  the  scope  of  sections  5168  and  5169. 

Sections  5168  and  5169  require  the  comptroller  to  make  an  investigation  for  the  pur- 
pose  of  ascertaining  whether  an  association  is  entitled  to  his  certificate  of  authority  to 
begin  business.    They  are  as  follows: 

"Sec.  5168.  Whenever  a  certificate  is  transmitted  to  the  Comptroller  of  the  Currency 
u  provided  in  this  title,  and  the  association  transmitting  the  same  notifies  the  comp- 
troller that  at  leant  50  per  cent  of  its  capital  stock  has  been  duly  paid  in,  and  that 
fljch  association  has  complied  with  all  tne  provisions  of  this  title  required  to  be  com- 
plied with  before  an  association  shall  be  authorized  to  commence  the  business  of 
ban!  ing.  the  comptroller  shall  examine  into  the  condition  of  such  association,  ascertain 
especially  the  amount  of  money  paid  in  on  account  of  its  capital,  the  name  and  place 
of  residence  of  each  of  its  directors,  and  the  amount  of  the  capital  stock  of  which  each 
i*  theow  ner  in  good  faith,  and  generally  whether  such  association  has  complied  with 
*U  the  provisions  of  this  title  required  to  entitle  it  to  engage  in  the  business  of  banking; 
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and  shall  cause  to  be  made  and  attested  by  the  oaths  of  a  majority  of  the  directors,  and 
by  the  president  or  cashier  of  the  association,  a  statement  of  all  the  facta  necessary 
to  enable  the  comptroller  to  determine  whether  the  association  is  lawfully  entitled 
to  commence  the  business  of  banking. " 

"  Sec.  5169.  If,  upon  a  careful  examination  of  the  facts  so  reported,  and  of  any  other 
facts  which  may  come  to  the  knowledge  of  the  comptroller,  whether  by  means  of  a 
special  commission  appointed  by  him  lor  the  purpose  of  inquiring  into  the  condition 
of  such  association,  or  otherwise,  it  appears  that  such  association  is  lawfully  entitled 
to  commence  the  business  of  banking,  the  comptroller  shall  give  to  such  association  a 
certificate  under  his  hand  and  official  seal,  that  such  association  has  complied  with  all 
the  provisions  required  to  be  complied  with  before  commencing  the  business  of  bank- 
ing, and  that  such  association  is  authorized  to  commence  such  business.  But  the 
comptroller  may  withhold  from  an  association  his  certificate  authorizing  the  com- 
mencement of  business  whenever  he  has  reason  to  suppose  that  the  shareholders  have 
formed  the  same  for  any  other  than  the  legitimate  objects  contemplated  by  this  title/' 

If  "  condition"  connotes  resources  and  liabilities  only  why  should  the  comptroller 
be  directed  by  section  5168  to  "  ascertain  especially  the  amount  of  money  paid  in  on 
account  of  capital,"  as  well  as  to  examine  into  the  condition  of  an  association.  It  is 
clear  either  that  "condition"  in  section  5168  means  at  least  those  things  which  the 
comptroller  is  thereby  directed  to  ascertain  especially  and  generally  or  that  it  is  some- 
thing entirely  other  and  different,  but  to  contend  for  the  tatter  proposition  would  be 
absurd  as  no  one  would  deny  that  condition  is  to  be  judged  in  part  on  a  knowledge 
whether  subscriptions  to  capital  stock  have  been  paid.  In  this  section  therefore 
"  condition  "  is  used  so  as  to  include  many  things  besides  mere  resources  and  liabilities. 

It  is  hardly  necessary  to  analyze  section  5169  in  order  to  reach  the  conclusion  that  the 
word  "  condition"  is  there  used  as  including  more  than  mere  resources  and  liabilities. 
The  "  facts  so  reported  "  include  the  fact  of  payments  on  stock  subscriptions  which  at 
that  time  are  an  association's  only  asset,  generally  speaking,  except  of  course  the 
bonds  which  it  is  obliged,  to  buy,  and  its  liability  to  stockholders  is  the  only  liability, 
so  "any  other  facts"  which  the  comptroller  or  a  commission  appointed  by  him  "for 
the  purpose  of  inquiring  into  the  condition  "  of  an  association  is  to  endeavor  to  ascertain 
are  nets  indicating  condition,  but  other  than  the  condition  as  shown  by  resources  and 
liabilities,  and  without  endeavoring  to  determine  what  sorts  of  things  "any  other 
facts"  might  be  supposed  to  show  they  are  at  least  of  a  kind  which  may  aid  the  comp- 
troller to  perform  one  of  his  duties  prescribed  by  the  section  in  the  words  already 
quoted;  that  is:  *  *  *  "  But  the  comptroller  may  withhold  from  an  association  his 
certificate  authorizing  the  commencement  of  business  whenever  he  has  reason  to 
suppose  that  the  shareholders  have  formed  the  same  for  any  other  than  the  legitimate 
objects  contemplated  by  this  title." 

With  the  exception  of  section  5240,  possibly  the  most  suggestive  provisions  of  the 
act  in  aid  of  an  interpretation  of  section  5211  are  those  provisions  of  section  5169 
(supra),  for  in  it  "condition  "  is  practically  defined  so  as  to  include  every  fact  relating 
to  a  bank,  including  those  showing  an  intention  to  use  the  association  for  "any  other 
than  the  legitimate  objects  contemplated  "  by  the  act. 

The  provisions  of  section  3  of  chapter  290,  Act  of  July  12, 1882, 22  Stat.  L.,  162,  lead 
to  a  similar  conclusion.  That  section  relates  to  the  granting  by  the  comptroller  of 
permission  to  extend  the  period  of  the  corporate  existence  of  an  association  and  pro- 
vides as  follows: 

"That upon  the  receipt  of  the  application  and  certificate  of  the  association  provided 
for  in  the  preceding  section,  the  Comptroller  of  the  Currency  shall  cause  a  special 
examination  to  be  made,  at  the  expense  of  the  association,  to  determine  its  condition; 
and  if  after  such  examination  or  otherwise  it  appears  to  him  that  said  association  is  in  a 
satisfactory  condition,  he  shall  grant  his  certificate  of  approval  provided  for  in  the 
preceding  section,  or  if  it  appears  that  the  condition  of  said  association  is  not  satis- 
factory, he  shall  withhold  such  certificate  of  approval." 

Clearly  the  examination  so  prescribed  is  the  same  sort  of  examination  and  for  the 
same  purpose  as  that  provided  for  in  section  5169  of  the  Revised  Statutes  above 
quoted  relating  to  the  inquiry  before  granting  permission  to  begin  business. 

Congress  having  in  sections  5168  ana  5169  used  the  word'  "condition  "  to  indicate  an 
inquiry  of  the  broadest  scope  to  be  made  by  the  comptroller,  including  the  question  of 
intention  to  carry  out  the  legitimate  objects  contemplated  dv  the  act,  before  he  shall 
authorize  an  association  to  begin  business,  and  by  the  use  of  the  same  word  indicated  a 
similar  inquiry  to  be  made  by  him  before  granting  leave  to  extend  the  period  of  corpo- 
rate existence,  to  argue  that  the  word  "condition  "  has  a  narrower  meaning  in  section 
5211  is  to  contend  that  the  comptroller  is  required  to  inform  himself  so  that  he  may 
guess  a* to  future  management  but  can  not  obtain  information  as  to  actual  management* 
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Section  333  of  the  Revised  Statutes,  by  which  the  comptroller  is  required  to  make  an 
annual  report  to  Congress,  contains  a  provision  calling  for  "  A  statement  exhibiting 
under  appropriate  heads  the  resources  and  liabilities  and  condition  "  of  State  banks, 
which  further  emphasizes  the  argument  that  Congress  used  the  word  "condition"  to 
mean  more  than  resources  and  liabilities.  Again  the  provisions  of  this  section  requir- 
ing reports  by  the  comptroller  to  Congress  are  very  significant.    Two  of  them  call  for — 

• '  First.  A  summary  of  the  state  and  condition  of  every  association  from  whieh  reports 

have  been  received  the  preceding  year,  at  the  several  dates  to  which  such  reports  refer, 

with  an  abstract  of  the  whole  amount  of  banking  capital  returned  by  them,  of  the  whole 

amount  of  their  debts  and  liabilities,  the  amount  of  circulating  notes  outstanding,  and 

the  total  amount  of  means  and  resources,  specifying  the  amount  of  lawful  money  held 

by  them  at  the  times  of  their  several  returns,  and  such  other  information  in  relation  to 

such  associations  as,  in  his  judgment,  may  be  useful." 

*  ****** 

"  Third.  Any  amendment  to  the  laws  relative  to  banking  by  which  the  system  may 
be  improved,  and  the  security  of  the  holders  of  its  notes  and  other  creditors  may  be 
increased." 

An  examination  of  the  original  national  bank  act  and  of  the  subsequent  legislation 
in  regard  to  banks  discloses  the  fact  t^hat  the  word  "  condition  "  was  used  several  times 
in  those  acts,  and  the  various  changes  in  the  language  used  which  calls  for  the  making 
of  reports,  throw  some  light  on  the  question  now  under  consideration. 

Section  24  of  the  act  of  1863,  being.the  original  act,  provides  for  quarterly  reports  to 
be  made  to  the  comptroller,  which  reports  are  to  be  verified  by  the  president  and 
cashier.    The  section  reads  in  part  as  follows: 

44  The  report  hereby  required  shall  be  in  the  form  prescribed  by  the  comptroller  and 
shall  contain  a  true  statement  of  the  condition  of  the  association  making  such  report 
before  the  transaction  of  any  business  on  the  morning  of  the  day  specified  next  preced- 
ing the  date  of  such  report  in  respect  to  the  following  items  ana  particulars,  to  wit: 
Loans  and  discounts,  overdrafts  due  from  banks,  amount  due  from  the  directors  of  the 
association,  real  estate,  specie,  cash  items,  stocks,  bonds  and  promissory  notes,  bills  of 
solvent  banks,  bills  of  suspended  banks,  loss  and  expense,  account,  capital,  circula- 
tion, profits,  amount  due  to  banks,  amount  due  to  individuals  and  corporations  other 
than  banks,  amount  due  to  the  Treasurer  of  the  United  States,  amount  due  to  de- 
positors on  demand,  amount  due  not  included  under  either  of  the  above  headings. " 
The  section  then  provided  that  the  comptroller  should  publish  abstracts  of  these 
reports  and  that  in  addition  to  such  quarterly  reports  the  associations  doing  business  in 
certain  cities  should  "  publish  or  cause  to  be  published  on  the  morning  of  the  first 
Tuesday  in  each  month,  in  a  newspaper  printed  in  the  city  in  which  the  association 
making  such  report  is  located,  to  be  designated  by  the  Comptroller  of  the  Currency,  a 
statement  Under  the  oath  of  the  president  or  cashier  showing  the  condition  of  the 
association  making  such  statement  on  the  morning  of  the  day  next  preceding  the  date 
of  such  statement  in  respect  to  the  following  items  and  particulars,  to  wit:  Average 
amount  of  loans  and  discounts,  specie,  deposits,  and  circulation.1' 

Section  34  of  the  act  of  June  3,  1864,  provided  for  quarterly  reports  verified  by  the 
president  or  cashier  which  should  "exhibit  in  detail  and  under  appropriate  headings 
the  resources  and  liabilities"  of  the  association,  and  that: 

"  In  addition  to  the  quarterly  reports  required  by  this  section,  every  association 
shall,  on  the  first  Tuesday  of  each  month,  make  to  the  Comptroller  of  the  Currency  a 
statement,  under  the  oath  of  the  president  or  cashier,  showing  the  condition  of  the 
association  m«.lriTig  such  statement,  on  the  morning  of  the  day  next  preceding  the  date 
of  such  statement,  in  respect  to  the  following  items  and  particulars,  to  wit:  Average 
amounts  of  loans  and  discounts,  specie,  and  other  lawful  money  belonging  to  the 
association,  deposits,  and  circulation.  And  associations  in  other  places  than  those 
cities  named  in  the  thirty-first  section  of  this  act  shall  also  return  the  amount  due  them 
available  for  the  redemption  of  their  circulation." 

By  section  1  of  the  act  of  March  3,  1869,  it  is  provided  among  other  things  "that  in 
lieu  of  all  reports  required  by  section  34  of  the  national  currency  act  every  association 
shall  make  to  the  Comptroller  of  the  Currency  not  less  than  five  reports  during  each 
and  every  year  according  to  the  form  which  may  be  prescribed  by  him,  verified  by  the 
oath  or  affirmation  of  the  president  or  cashier  of  such  association  and  attested  by  the 
signature  of  at  least  three  of  the  directors,  which  report  shall  exhibit  in  detail  and  under 
appropriate  heads  the  resources  and  liabilities  of  the  association  at  the  close  of  business 
on  any  past  day  to  be  by  him  specified,"  and  then  provides  for  transmission  of  the 
reports  to  the  comptroller  and  their  publication  in  the  newspapers,  and  further: 

"And  the  comptroller  shall  have  power  to  call  for  special  reports  from  any  particular 
association  whenever  in  his  judgment  the  same  shall  be  necessary  in  order  to  a  full  and 
complete  knowledge  of  its  condition." 
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It  was  argued  by  counsel  for  the  plaintiff  that  the  five  regular  reports  now  provided 
for  by  section  5211  of  the  Revised  Statutes  are  known  throughout  the  business  world  as 
" reports  of  condition/1  and  that  therefore  the  word  "condition  "  as  used  in  section  5211 
should  be  taken  as  meaning  the  condition  in  respect  to  resources  and  liabilities  solely, 
but  the  original  use  of  the  word  in  section  24  of  the  Act  of  February  25,  1863,  namely, 
"condition  *  *  *  in  respect  to  the  following  items  and  particulars,  to  wit:  loam 
and  discounts,"  etc.,  permits  a  clear  inference  that  Congress  was  merely  calling  for 
the  reports  as  to  certain  items  and  .particulars  tending  to  show  the  condition  of  the 
bank,  and  not  that  the  condition  of  the  bank  could  be  completely  disclosed  by  a 
statement  of  those  items  and  particulars,  or  by  similar  items  and  particulars,  and  the 
same  inference  may  be  drawn  from  a  similar  use  of  the  word  "condition  "  in  that  part 
of  the  section  calling  for  reports  from  banks  in  certain  specified  cities;  and  when  we 
come  to  section  34  of  the  act  of  June  3,  1864,  we  find  the  word  "condition"  omitted 
from  the  earlier  part  of  that  section  and  the  items  to  be  stated  are  not  specified  but  the 
reports  are  required  to  show  "the  resources  and  liabilities11  according  to  a  form  to  be 
prescribed  by  the  comptroller  and  under  appropriate  heads.  But  later  in  the  same 
section  as  quoted  above  we  again  find  the  language  "condition  *  *  *  in  respect9 
to  the  following  items  and  particulars,  to  wit:  average  amount  of  loans,  discounts," 
etc.  In  the  act  of  March  3,  1869,  as  already  stated,  provision  is  made  for  a  report  of 
"resources  and  liabilities  "  and  for  the  first  time  there  occurs  the  provision  authorizing 
the  comptroller  to  call  for  special  reports  whenever  in  his  judgment  the  same  shall  be 
necessary  in  order  to  a  full  and  complete  knowledge  of  the  condition  of  the  bank.  A 
similar  provision  is  the  one  under  discussion  in  section  5211  of  the  Revised  Statutes, 
and  there  is  nothing  to  show  that  Congress  intended  to  put  any  limitation  on  the 
meaning  of  the  word  "condition0  by  confining  it  to  what  may  be  shown  by  a  state- 
ment of  resources  and  liabilities  or  to  indicate  any  change  in  the  use  of  the  word  from 
that  which  as  stated  is  clearly  implied  in  the  original  act  of  1863  or  in  the  act  of  1864. 
The  right  to  resort  to  the  previous  legislation  for  interpretation  is  discussed  elsewhere 
in  this  opinion. 

Numerous  other  sections  of  that  statute  might  be  referred  to  as  showing  how  large 
are  the  powers  of  the  comptroller  and  how  certain  it  is  that  Congress  intended  that 
national  banking  associations  should  be  under  the  strictest  supervision  by  him  for 
the  protection  of  creditors  and  stockholders  and  of  the  public  generally.  The  statute 
thus  construed  makes  lawful  any  inquiry  by  the  comptroller  for  the  purpose  of  ob- 
taining information  not  only  as  to  current  items  on  the  books  of  the  bank,  but  also 
for  the  purpose  of  informing  himself  generally  as  to  the  management  of  the  bank. 

It  is  contended  that  the  word  "condition  "  must  be  given  its  ordinary  meaning  as 
defined  bv  standard  dictionaries,  and  that  as  so  defined  there  it  has  not  the  meaning 
given  to  it  by  the  comptroller.  Dictionaries  may  be  referred  to  for  the  purpose  of 
aiding  an  interpretation,  but  they  are  an  aid  only,  and  the  terms  of  a  statute  are  to 
be  interpreted  with  reference  to  the  subject-matter  of  the  legislation.  Black  on 
Interpretation  of  Laws,  second  edition,  page  278.  When  words  are  used  in  the  same 
connection  in  different  parts  of  the  statute  they  are  ordinarily  to  be  given  the  same 
meaning.  However,  taking  the  definitions  of  the  word  "condition"  as  found  in  the 
dictionaries,  the  construction  of  the  act  held  above  to  be  the  proper  one  is  in  entire 
accord  with  those  definitions.  Webster,  for  instance,  defines  "condition"  as  "Mode 
or  state  of  being;  state  or  situation  with  regard  to  external  circumstances  or  influences, 
or  physical  or  mental  integrity,  health,  strength,  etc.;  predicament."  The  Century 
Dictionary,  among  other  definitions,  gives  the  following:  "The  particular  mode  of 
being  of  a  person  or  thing;  situation,  with  reference  either  to  internal  or  to  external 
circumstances;  existing  state  or  case;  plight;  circumstances.  A  state  or  characteristic 
of  the  mind ;  *  *  * ' '  The  Standard  Dictionary  definition  is:  "  The  state  or  mode  in 
which  a  person  or  thing  exists;  especially,  the  manner  in  which  persons  or  things  are 
situated  in  relation  to  their  environment;  *  *  *  Any  one  of  tne  circumstances  by 
which  an  activity  or  a  mode  of  existence  is  limited  and  modified." 

The  present  case  is  one  of  first  impression,  so  no  case  can  be  cited  as  controlling 
the  conclusion  to  be  reached,  but  some  guidance  is  found  in  the  decisions. 

In  Guthrie  v.  Harkness  (199  U.  S.,  140),  the  court  had  under  consideration  the 
question  of  the  common  law  right  of  a  stockholder  in  a  national  bank  to  inspect  its 
books.  For  the  bank  it  was  contended  that  the  right  was  cut  off  by  section  5241 
of  the  Revised  Statutes  providing  that  "no  association  shall  be  subject  to  any  visi- 
torial  powers  other  than  such  as  are  authorized  by  this  title  or  are  vested  in  the  courts 
of  justice."    The  court  held  otherwise  and  in  the  course  of  its  opinion  said  (p.  158): 

"The  right  of  visitation  being  a  public  right,  existing  in  the  State  for  the  purpose 
of  examining  into  the  conduct  of  the  corporation  with  a  view  to  keeping  it  within 
its  legal  powers.  Congress  had  in  mind  in  passing  this  section  that  in  other  sections 
of  the  law  it  had  made  full  and  complete  provision  for  investigation  by  the  Comp- 
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troller  of  the  Currency  and  examiners  appointed  by  him,  and,  authorizing  the  ap- 
pointment of  a  receiver,  to  take  possession  of  the  business  with  a  view  to  winding 
up  the  affairs  of  the  bank.    *    *    *" 

The  court  quotes  apparently  with  approval  two  definitions  of  the  word  "  visitation/1 
one  from  First  National  Bank  of  Youngstown  v.  Hughes  (6  Fed.,  Rep.  737,  as  follows:) 
•*  Visitation,  in  law,  is  the  act  of  a  superior  or  superintending  officer,  who  visits 
a  corporation  to  examine  into  its  manner  of  conducting  business,  and  enforces  an 
observance  of  its  lawB  and  regulations.  Burrill  defines  the  word  to  mean  'inspec- 
tion; superintendence;  direction;  regulation.'"  The  other,  from  Merrill  on  Cor- 
porations: 

"  Visitors  of  corporations  have  power  to  keep  them  within  the  legitimate  sphere 
of  their  operations,  and  to  correct  all  abuses  of  authority,  and  to  nullify  all  irregular 
proceedings.  In  America  there  are  very  few  corporations  which  have  private 
visitors,  and  in  the  absence  of  such,  the  State  is  the  visitor  of  all  corporations." 

In  United  States  v.  Corbett  (215  U.  S.,  233),  the  court  had  under  consideration  a 
demurrer  to  an  indictment  for  a  violation  of  section  5209  by  making  a  false  statement 
in  one  of  the  regular  reports  called  for  by  section  5211,  and  a  contention  was  that 
the  comptroller  was  not  an  "agent  appointed  to  examine  the  affairs1'  of  a  bank. 
The  court  says  at  page  240: 

"  The  authority  conferred  by  this  section  upon  the  comptroller  is  but  one  among 
the  comprehensive  powers  with  which  he  is  endowed  by  the  statute  for  the  purpose 
of  examining  and  supervising  the  operations  of  national  banks,  preventing  and 
detecting  violations  of  law  on  their  part,  appointing  receivers  in  case  of  necessity, 
etc.  From  the  nature  of  these  powers  it  would  seem  clear  that  the  comptroller  is 
an  officer  or  agent  of  the  United  States,  expressly  as  well  as  impliedly  clothed  with 
authority  to  examine  into  the  affairs  of  national  banking  associations,  and  therefore 
a  false  entry  made  in  a  report  to  him  is  directly  embraced  in  the  provision  of  Revised 
Statutes,  section  5209.  But  it  is  argued  while  this  may  be  absolutely  true,  it  is 
not  so  when  the  provision  of  Revised  Statutes,  section  5240,  is  considered,  confer- 
ring power  upon  the  comptroller,  with  the  approval  of  the  Secretary  of  the  Treasury, 
to  appoint  suitable  agents  to  make  an  examination  of  the  affairs  of  every  national 
banking  association."  And  at  page  241,  that  these  words  "any  agent"  are  all  em- 
bracing "  and  can  not  reasonably  be  held  to  exclude  the  comptroller,  the  principal 
agent  endowed  by  the  statute,  with  the  power  to  examine  national  banks. "  Speak- 
ing of  the  power  of  the  comptroller  the  court  Bays  at  page  245: 

"  It  was  undoubtedly  within  the  power  of  the  Comptroller  of  the  Currency,  if  the 
bank  was  out  of  line,  or  if  its  affairs  were  in  a  disordered  or  precarious  condition,  or 
if  its  officers  had  embarked  in  transactions  calculated  to  injuriously  affect  the  financial 
condition  of  the  bank,  to  apply  a  corrective,  and  thus  save  the  bank  from  injury 
and  future  Iosb.    *    *    *"    And  further: 

"The  counts  charged  false  entires  as  to  the  amount  of  bad  debts  due  the  bank, 
as  to  the  suspended  paper  held  by  the  bank,  as  to  the  amount  due  the  bank  by  its 
president  as  indorser,  guarantor,  or  otherwise,  and  as  to  the  assets  of  the  bank,  by 
reporting  that  it  owned  various  pieces  of  real  estate  which  it  really  only  held  as 
security.    *    *    *" 

The  opinion  of  the  district  judge  sustaining  the  demurrer  in  the  court  below  gives 
emphasis  to  the  ruling  in  the  Supreme  Court  overruling  the  demurrer.  It  is  reported 
in  162  Fed.  Rep..  687.    The  court  there  said  among  other  things  (p.  688): 

"The  first  question  is  whether  the  Comptroller  of  the  Currency  is  an  agent  ap- 
pointed to  examine  the  affairs  of  the  bank.  The  only  duty  charged  by  the  statute 
upon  the  comptroller  is  to  receive  and  publish  the  report.  The  law  does  not  make 
it  his  duty  to  examine  the  bank  affairs.  The  receiving,  reading,  and  publication 
of  the  report  is  not  an  examination  of  the  affairs  of  the  bank.  The  national  banking 
*ct  fact  June  3.  1864,  c.  106.  13  Stat.,  99).  of  which  section  5209  is  a  part,  provided 
that  the  comptroller  should  appoint  suitable  persons  to  make  an  examination  of  the 
affaire  of  every  banking  association,  who  should  appoint  suitable  persons  to  make 
an  examination  of  the  affairs  of  every  banking  association,  who  should  have  power 
to  make  a  thorough  examination  into  all  the  affairs  of  the  association,  and  who  might 
examine  any  of  the  officers  or  agents  thereof  under  oath:  and  who  should  make  a 
full  and  detailed  report  to  the  comptroller  of  the  condition  of  the  association.  Sec- 
tion 5240,  Revised  Statutes  (U.  S.  Comp.  St.,  1901,  p.  3516).  It  was  not  until  Jan- 
uary 20, 1873,  that  the  comptroller  was  given  any  power  to  examine  national  banks, 
and  such  power  was  restricted  to  banks  in  the  District  of  Columbia.  Section  332, 
Revised  Statutes  (U.  S.  Comp.  St.,  1901,  p.  190).  It  seems  entirely  clear  that  the 
person  appointed  to  examine  the  affairs  of  a  bank  is  one  of  the  examiners  so  to  be 
appointed,  and  who  have  now  become  a  permanent  force  of  the  department,  and 
not  the  Comptroller  of  the  Currency,  who  is  only  to  receive  and  publish  the  report. 
The  statute  is  highly  penal,  and  can  not  be  extended  by  construction/' 
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The  opinion  of  the  Supreme  Court  read  in  the  light  of  the  opinion  below  indicates 
if  it  does  not  hold  the  view  that  the  power  of  the  comptroller  under  section  5211  is 
to  call  for  a  report  of  the  affairs  of  a  bank  just  as  fully  at  least  as  might  a  bank  exam- 
iner. In  the  present  case,  it  is  contended  that  the  examiner  has  the  right  to  inquire 
into  the  affairs  of  a  bank  and  to  get  the  confidential  information;  that  is.  that  he 
is  to  inquire  into  its  affairs,  not  its  condition,  and  that  the  comptroller  is  limited  to 
calling  for  reports  showing  "condition  "  merely. 

The  scope  of  the  power  and  of  the  duty  of  the  comptroller  is  further  pointed  out 
in  Thomas  v.  Taylor  (224  U.  S.,  73),  passing  upon  the  duty  of  directors  to  charge 
off  bad  assets  on  notice  from  the  comptroller,  when  the  court  sayB  at  page  82: 

"Such  disregard  of  the  direction  of  the  officers  appointed  by  the  law  to  examine 
the  affairs  of  the  bank  is  a  violation  of  the  law.  Their  directions  must  be  observed. 
Their  function  and  authority  can  not  be  preserved  otherwise  and  be  exercised  to 
save  the  banks  from  disaster  and  the  public  who  deal  with  them  and  support  them 
from  deception." 

In  United  States  v.  Graves  (53  Fed.  Rep.,  634),  the  court  says  (p.  649): 

"What  is  the  object  of  these  reports"  (the  general  reports)  "to  the  comptroller. 
Undoubtedly  to  advise  him  as  to  the  condition  and  method  of  management  of  tbe 
bank.,, 

These  decisions  support  the  conclusion  reached  above  on  an  examination  of  the 
statute  itself.  ' 

In  several  paragraphs  of  the  bill  in  which  are  set  forth  the  demands  for  special 
reports  the  plaintiff  alleges  either  that  the  information  called  for  was  not  necessary 
to  a  full  and  complete  knowledge  of  the  plaintiff's  condition,  or  that  the  plaintiff 
is  not  advised  in  what  respect  such  information  is  pertinent  or  necessary  to  such 
knowledge,  or  that  the  subject  matter  of  the  questions  asked  was  not  such  as  the 
comptroller  was  authorized  to  call  for.  There  are  also  allegations  in  the  bill  to  the 
effect  that  the  action  of  the  comptroller  in  demanding  reports  was  arbitrary,  and 
that  the  information  sought  is  not  such  a9  would  be  required  by  any  comptroller 
animated  simply  by  a  desire  to  do  his  duty.  The  contention  of  the  plaintiff  is  un- 
derstood to  be  that  because  of  what  is  so  alleged,  coupled  with  the  facts  stated,  the 
burden  is  upon  the  comptroller  to  disclose  facts  from  which  the  court  may  judge  of 
the  pertinence  of  the  information  which  he  sought  to  obtain.  United  States  v. 
Doherty  (27  Fed.  Rep.,  730)  is  cited  as  an  authority  for  this  contention.  That  was 
an  action  brought  to  recover  of  the  defendant  a  penalty  for  declining  to  answer  a 
question  asked  him  by  a  customhouse  appraiser  in  reference  to  the  pnce  of  certain 
goods  which  were  under  appraisement.  The  defendant  had  no  interest  in  the  im- 
portation and  it  was  sought  to  examine  him  merely  as  a  witness,  but  he  objected 
that  the  disclosure  sought  for  would  be  prejudicial  to  his  business  and  that  he  was 
not  legally  required  to  answer  a  question  which  related  to  the  price  at  which  the 
owner  of  the  goods  had  directed  his  agent  to  deliver  them  in  New  York. 

Section  2902  of  the  Revised  Statutes  made  it  the  duty  of  the  appraisers  "by  all 
reasonable  ways  and  means  in  their  power"  to  ascertain,  estimate,  and  appraise 
"the  true  and  actual  market  value  of  the  merchandise  at  the  time  of  exportation 
in  the  principal  markets  of  the  country  "  from  which  the  articles  had  been  imported 
into  the  United  States,  and  for  that  purpose  the  appraisers  were  authorized  by  sec- 
tion 2922  "to  call  before  them  and  examine  on  oath  any  owner  or  importer,  con- 
singee,  or  other  person,  touching  any  matter  or  thing  which  they  may  deem  material 
in  ascertaining  the  market  value  or  wholesale  price  of  any  merchandise  imported," 
and  a  penalty  was  provided  for  against  any  one  who  declined  to  answer  any  inter- 
rogatories when  so  required  by  the  appraiser. 

The  court  stated  that  there  were  two  questions  to  be  considered ;  first,  whether  the 
power  and  discretion  vested*  in  the  appraisers  were  unlimited  and  not  subject  to 
any  review  or  question  by  the  court  in  any  action  brought  for  the  penalty;  and, 
second,  if  limited,  whether  the  inquiry  in  this  instance  was  material.  The  court 
held  that  the  power  of  the  appraiser  is  controlled  by  the  rule  of  statutory  construc- 
tion that  limits  the  general  words  of  statutes  giving  a  discretion  apparently  un- 
limited to  a  legal,  reasonable,  and  just  discretion  having  reference  to  the  objects  of 
the  statute^  saying  that  the  very  language  of  the  Btatute  construed  with  others  in 
pari  materia  indicates  a  similar  restriction.  The  opinion  points  out  that  in  suits 
growing  out  of  alleged  undervaluations,  the  courts  will  not  permit  evidence  showing 
the  pnce  at  which  the  manufacturers  contracted  to  deliver  similar  goods  in  this 
country  except  in  cases  of  fraud  or  concealment  or  in  the  absence  of  the  ordinary 
and  appropriate  means  of  information  as  to  the  foreign  value.  It  further  stated 
that  although  the  appraiser  had  been  called  as  a  witness  he  had  not  testified  that 
he  deemed  an  answer  to  his  inquiry  to  be  material  to  the  appraisement,  and  that 
there  was  no  allegation  of  concealment  or  proof  or  suggestion  of  inability  to  ascer- 
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tain  the  foreign  value  in  the  ordinary  ways,  and  that  there  was  no  element  of  fraud 
and  nothing  exceptional  in  the  circumstances  of  the  case;  and  further,  that  it  did 
not  appear  in  any  way  how  much  or  how  little  other  evidence  the  appraiser  had  as 
to  the  market  value  in  the  principal  markets  of  the  country  of  exportation. 

In  United  States  v.  Doherty  the  court  found  a  limitation  on  the  power  of  the  official 
on  a  consideration  of  the  general  purposes  of  the  statute  under  which  he  claimed  to 
be  acting.  The  inquiry  which  he  was  authorized  to  make  was  for  a  definite  and 
concrete  purpose,  namely,  the  ascertainment  of  the  market  value,  words  which  have 
a  well-known  significance  and  describe  a  subject-matter  inquired  into  by  courts  and 
juries  in  hundreds  of  cases;  and  the  holding  of  the  court  was  in  substance  that  as  the 
appraiser,  even  though  he  had  the  information  could  not  lawfully  use  it  in  determining 
foreign  market  value,  it  would  be  unreasonable  to  fine  a  recalcitrant  witness  for  the 
failure  to  give  useless  information.  The  court  pointed  out,  as  already  stated,  that 
under  some  circumstances,  namely,  in  case  of  fraud  or  concealment  or  inability  to 
ascertain  foreign  market  value  otherwise  than  by  an  inquiry  into  the  price  of  delivery 
11 N  ew  York,  the  New  York  price  might  be  shown,  which  seemed  to  be  the  application 
of  a  sort  of  "best  evidence"  rule. 

In  the  present  case  the  word  "condition"  has  no  adjudged  meaning  such  as  have 
the  words  "market  value."  Again  the  word  "condition  is  a  very  comprehensive 
word,  as  the  connection  in  which  it  is  used  indicates.  The  market  value  of  an  article 
means  the  price  at  which  it  is  offered  on  the  market  to  buyers  generally  and  accepted 
by  them.  The  condition  of  a  corporation  may  be  determined  in  some  cases  on  & 
consideration  of  only  a  few  circumstances,  whereas  the  condition  of  another  cor- 
poration may  be  possible  of  ascertainment  only  upon  a  knowledge  of  circumstances 
of  many  different  sorts,  a  determination  of  which  involves  no  such  simple  inquiry  as 
the  ascertainment  of  market  value. 

In  United  States  v.  Doherty  it  was  not  stated  that  the  appraiser  must  show  fraud 
or  concealment  in  order  to  permit  an  investigation  into  tne  New  York  price,  but 
apparently  the  court  meant  mat  there  should  be  some  indication  of  a  belief  that  the 
matter  has  in  it  elements  of  fraud  or  concealment,  and  again,  the  court  intimated  that 
if  the  appraiser  had  shown  that  he  had  exhausted  all  sources  of  information  as  to  the 
market  price  abroad  he  might  be  permitted  to  inquire  into  the  New  York  price. 

The  functions  of  the  comptroller  are  entirely  unlike  those  of  the  appraiser  which 
were  passed  upon  in  United  States  v.  Doherty  and  that  case  is  not  an  authority  which 
supports  the  contention  of  the  plaintiff  here. 

What  the  court  understands  to  be  the  meaning  of  the  plaintiff  in  charging  as  above 
indicated  that  the  comptroller  acted  arbitrarily  is,  as  stated  in  some  of  tne  cases,  that 
there  was  such  a  gross  abuse  of  discretion  as  amounts  to  a  total  lack  of  authority. 
That  statement  has  been  made  in  numerous  cases,  but  no  one  has  been  brought  to 
the  attention  of  the  court  in  which  the  principle  so  stated  was  actually  applied  unless 
it  he  the  case  of  Myles  Salt  Co.  v.  Board  of  Commissioners  of  Iberia  ana  St.  Mary's 
Drainage  District  et  al.,  supra,  and  referred  to  more  at  length  below.  In  Interstate 
Commerce  Commission  v.  Illinois  Central  R.  R.  Co.  (215  U.  S.,  452)  the  court  says. 
At  page  470: 

"Beyond  controversy,  in  determining  whether  an  order  of  the  commission  shall  be 
suspended  or  set  aside,  we  must  consider  (a)  all  relevant  questions  of  constitutional 
power  or  right,  (b)  all  pertinent  questions  as  to  whether  the  administrative  order  is 
within  the  scope  of  the  delegated  authority  under  which  it  purports  to  have  been 
made,  and  (c)  a  proposition  which  we  state  independently,  although  in  its  essence  it 
may  he  contained  in  the  previous  one,  viz,  whether,  even  although  the  order  be  in 
iorm  within  the  delegated  power,  nevertheless  it  must  be  treated  as  not  embraced 
therein,  because  the  exertion  of  authority  which  is  questioned  has  been  manifested 
in  such  an  unreasonable  manner  as  to  cause  it,  in  truth,  to  be  within  the  elementary 
role  that  the  substance,  and  not  the  shadow,  determines  the  validitv  of  the  exercise 
<»i  the  power.  (Postal  Telegraph  Cable  Co.  i\  Adams,  155  U.  8.,  688,  608.)  Plain 
as  it  is  that  the  powers  just  stated  are  of  the  essence  of  judicial  authority,  and  which, 
therefore,  mav  not  be  curtailed,  and  whose  discharge  may  not  be  by  us  in  a  proper 
cm?  avoided,  it  is  eoually  plain  that  such  perennial  powers  lend  no  support  whatever 
to  the  proposition  tnat  we  may,  under  the  guise  of  exerting  judicial  power,  usurp 
merely  administrative  functions  by  setting  aside  a  lawful  administrative  order  upon 
our  conception  as  to  whether  the  administrative  power  has  been  wisely  exercised." 
In  United  States  v.  Louisville  &  Nashville  R.  R.  Co.  (235  U.  S.,  314),  at  page  320, 
the  court  says: 

"In  view"  of  the  doctrine  announced  in  Interstate  Com.  Com.  v.  Illinois  Cent. 
R.  R.,  (215  U.  S.,  452),  Interstate  Com.  Com.  v.  Delaware  L.  &  W.  R.  Co.  (220  U.  S., 
235),  Interstate  Com.  Com.  v.  Louisville  <fe  Nashville  R.  R.  ^227  U.  S.,  88),  it  plainly 
Walts  that  the  court  below,  in  substituting  its  judgment  as  to  the  existence  of  pref- 
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erence  for  that  of  the  commission  on  the  ground  that  where  there  was  no  dispute  ae 
to  the  facta  it  had  a  right  to  do  bo,  obviously  exerted  an  authority  not  conferred  upon 
it  by  the  statute.  It  is  not  disputable  that  from  the  beginning  the  very  purpose  far 
which  the  commission  was  created  was  to  bring  into  existence  a  body  which  from 
its  peculiar  character  would  be  most  fitted  to  primarily  decide  whether  from  farts, 
disputed  or  undisputed,  in  a  given  case  preference  or  discrimination  existed.  (East 
Tenn.  etc.  Ry.  Co.  v.  Interstate  Com.  Com.,  181  U.  S.,  1, 23-29.)  And  the  amendments 
by  which  it  came  to  pass  that  the  findings  of  the  commission  were  made  not  merely 
prima  facie,  but  conclusively  correct  in  case  of  judicial  review,  except  to  the  extent 

f >ointed  out  in  the  Illinois  Central  and  other  cases,  supra,  show  the  progressive  e vo- 
lition of  the  legislative  purpose  and  the  inevitable  conflict  which  exists  between 
flving  that  purpose  effect  and  upholding  the  view  of  the  statute  taken  by  the  court 
elow.  It  can  not  be  otherwise,  since  if  the  view  of  the  statute  upheld  below  be 
sustained  the  commission  would  become  but  a  mere  instrument  for  the  purpose  ot 
taking  testimony  to  be  submitted  to  the  courts  for  their  ultimate  action." 

In  United  States  ex  rel.  Nalle  v.  Oyster  (31  App.  D.  C,  311),  at  page  320,  the 
court  says: 

"We  conceive  it  to  be  the  duty  of  the  court  to  construe  this  statute  liberally,  so  as 
to  give  the  board  as  broad  discretion  as  possible  in  carrying  out  its  objects.  Public 
policy  demands  that  in  the  management  and  control  of  the  public  schools  final  admin- 
istrative authority  shall  be  somewhere  vested.  Here  it  is  vested  in  the  Board  of 
Education  of  the  District.  It  is  not  the  duty  or  prerogative  of  the  courts  to  interfere 
by  writ  of  mandamus  with  the  board  in  the  exercise  of  its  discretion  in  matters  per- 
taining to  the  control  and  management  of  the  public  schools  of  the  District,  unless 
there  is  such  a  gross  abuse  of  discretion  as  amounts  to  a  total  lack  of  authority  to  act. 

"The  extraordinary  writ  of  mandamus  will  not  be  granted  to  correct  mere  errors  of 
judgment  committed  by  the  board,  so  long  as  it  acts  within  the  authority  conferred 
by  statute.  If  the  board  had  power  to  dismiss  relator  upon  the  recommendation  of 
the  superintendent  of  schools,  without  granting  her  such  a  hearing  as  is  provided  for 
in  section  10  of  the  act,  we  will  not  stop  to  inquire  into  the  method  employed  by  the 
board  in  arriving  at  its  decision.  If  the  power  exists,  the  writ  can  not  issue;  u  the 
board  had  jurisdiction  to  act,  the  writ  must  be  denied.  The  writ  will  not  issue  to 
correct  errors  where  jurisdiction  exists." 

It  is  obvious  that  an  inquiry  as  to  whether  or  not  official  action  is  so  arbitrary  as  to 
amount  to  a  total  lack  of  authority  is  a  mixed  question  of  law  and  fact,  and  therefore 
that  a  review  of  the  authorities  passing  upon  statutes  totally  different  in  purpose  from 
the  one  here  under  consideration  would  not  be  of  any  particular  value,  for  nothing 
could  be  derived  from  such  an  examination  for  the  purpose  of  the  present  case  except 
a  statement  of  the  general  principle  laid  down  in  the  cases  just  quoted.  Another 
rule  fairly  deducible  from  those  cases  is  that  an  act  can  not  be  held  to  be  arbitrary 
if  it  is  reasonably  related  to  a  particular  lawful  purpose  or  unless  the  court  can  say 
that  the  means  have  no  reasonable  relation  to  the  end.  Such  is  the  test  applied  in 
regard  to  legislation  claimed  to  be  unconstitutional.  (See  Altantic  Coast  line  r. 
Ga.,  234  U.  §.,  280,  287,  288;  Noble  State  Bank  v.  Haskell,  219  U.  S.,  104,  142.) 

Another  case  in  which  the  Supreme  Court  speaks  of  power  arbitrarily  exerted  is 
Myles  Salt  Co.  r.  Board  of  Commissioners  of  Iberia  and  St.  Mary  Drainage  District 
et  al.,  supra.  The  court  held  that  the  drainage  commissioners  acted  arbitrarily  when 
they  included  the  plaintiff's  land  in  a  drainage  district.  The  bill,  however,  stated 
facts  to  show  that  tne  plaintiff's  land  could  not  be  benefited  by  any  drainage  project, 
but,  on  the  contrary,  that  the  land  being  high  and  rolling,  the  drainage  was  already 
excessive  and  that  washing  and  erosion  were  serious  problems.  The  bill  alleged 
that  the  property  was  included  in  the  district  not  in  the  exercise  "of  legal  legislative 
discretion,  and  not  because  the  scheme  of  drainage  would  inure  to  the  benefit  of  the 
property  even  indirectly,  but  for  the  purpose  of  deriving  revenues  to  the  end  of 
granting  a  special  benefit  to  the  other  lands  subject  to  be  improved  by  drainage  with- 
out any  benefit  to  plaintiff  or  its  property  whatever,  present  or  p^08pective.,' 

These  conclusions  were  warranted,  however,  by  the  facts  distinctly  and  clearly 
alleged,  and  the  court  said : 

"We  are  not  dealing  with  motives  alone,  but  as  well  with  their  resultant  action; 
we  are  not  dealing  with  disputable  grounds  of  discretion  or  disputable  degrees  oi 
benefit,  but  with  an  exercise  of  power  determined  by  considerations  not  of  the  im- 
provements of  plaintiffs'  propertyj  but  solely  of  the  imporvement  of  the  property  of 
others — power,  therefore,  arbitrarily  exerted,  imposing  a  burden  without  a  com- 
pensating advantage  of  any  kind." 

In  other  words,  the  case  holds  in  substance  that  a  mere  allegation  of  arbitrary  action 
is  not  sufficient  where  the  matter  is  one  involving  the  exercise  of  judgment  and  dis- 
cretion, but  that  the  plaintiff  must  allege  facts  to  show  that  the  action  is  arbitrary 
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-and  in  reality  beyond  the  official  power  of  the  person  undertaking  to  exercise  it. 
That  the  averment  that  an  act  is  arbitrary  is  a  statement  of  a  conclusion  of  law  merely 
is  held  in  Collins  v.  Johnson  (237  U.  S.,  502). 

The  fact  must  not  be  overlooked  that  Congress  in  the  national  bank  act  has  pro- 
vided in  one  instance  for  restraint  of  the  comptroller  by  the  courts.  Section  5237 
provides  that  whenever  proceedings  have  been  taken  against  a  bank  based  upon  an 
allegation  of  a  failure  to  redeem  its  circulating  notes  the  bank,  if  it  denies  having 
done  so,  may  apply  to  a  United  States  court  to  enjoin  further  proceedings  looking  to 
the  appointment  of  a  receiver.  By  section  5239  it  is  provided  that  for  a  violation  by 
the  directors  of  any  of  the  provisions  of  the  act,  the  rights,  privileges,  and  franchises 
of  the  association  shall  be  thereby  forfeited,  but  that  such  violation  shall  be  deter- 
mined in  a  suit  brought  for  that  purpose  by  the  comptroller. 

In  the  present  case  it  must  be  kept  in  mind  that  the  comptroller  is  not  adjudicating 
rights  as  between  adversary  parties;  that  he  is  not  seeking  to  put  into  operation  any 
power  of  taxation;  that  he  is  not  undertaking  to  deprive  the  plaintiff  of  any  privilege 
conferred  by  law  such  as  the  right  to  use  the  mails;  that  he  is  not  seeking  to  take 
property  of  the  bank  under  legislative  sanction,  but  is  merely  endeavoring  to  get 
information  to  use  for  the  public  benefit  and  about  the  affairs  of  a  corporation  chartered 
by  the  same  legislative  body  that  authorized  him  to  call  for  the  information  and  gave 
him  visitorial  powers  which  are  powers  of  supervision,  direction,  and  correction. 
That  those  powers  are  of  the  widest  scope  is  indicated  by  the  use  of  the  word  "vis- 
itorial "  in  tne  statute,  by  a  consideration  of  the  cases  above  cited  and  of  the  clearly 
indicated  purposes  of  the" act  itself.  Those  powers  are  to  be  exercised  for  the  purpose 
of  obtaining  information  for  the  protection  of  the  public,  of  depositors,  and  of  stock- 
holders and  were  conferred  on  the  assumption  that  some  bank  management  would 
need  the  closest  scrutiny  because  dishonest  or  otherwise  dangerous.  No  argument 
is  needed  to  show  that  the  affairs  of  banks,  especially  of  large  banks,  are  numerous 
and  complicated.  The  court  will  take  judicial  notice  of  the  fact  that  notwithstanding 
careful  examinations  by  examiners  ana  by  comptrollers,  bad  practices  in  banks  have 
been  successfully  covered  up  and  not  being  disclosed  in  time  for  the  comptroller  to 
applv  a  corrective  have  led  to  disaster.  The  conditions  in  any  single  bank  may  be 
vitally  influenced  by  conditions  in  one  or  more  banks  in  the  immediate  locality 
or  elsewhere.  A  knowledge  of  the  conditions  of  such  banks  consequently  may  vitally 
affect  the  determination  by  the  comptroller  to  call  for  a  report  from  sucn  single  bank. 
General  business  conditions  in  a  given  community  mav  likewise  have  an  influence 
noon  the  determination  of  the  comptroller  to  call  for  information  from  a  single  bank. 
Ail  the  facts  and  circumstances  surrounding  a  given  situation  may  be,  and  usually 
would  be,  unknown  to  the  court  in  advance  of  judicial  inquiry. 

It  is  argued  that  the  comptroller  has  no  right  to  go  into  past  transactions  which  have 
been  closed  for  a  considerable  length  of  time.  This  argument  carried  to  its  possible 
extreme  would  prevent  the  comptroller  from  obtaining  any  information  in  regard  to 
an  item  contained  in  a  regular  report  several  weeks  after  it  was  filed  if  the  bank  officers 
should  report  that  a  particular  transaction  was  closed  and  that  the  item  was  no  longer 
on  the  books  of  the  bank  as  an  existing  transaction.  The  bank  examiners,  as  is  well 
known,  go  over  the  books  of  a  bank  and  frequently  discover  defalcations  or  irregular 
practices  running  over  several  years  notwithstanding  many  previous  examinations 
for  which  irregularities  the  present  management  is  responsible.    Valid  reasons  for 

Soing  back  over  the  books  of  the  bank  for  several  years  may  be  suggested  by  what  is 
iscovered  as  to  recent  transactions. 

The  limitations  which  courts  have  fixed  in  regard  to  interference  with  the  perform- 
ance of  executive  duties  are  clearly  indicated  in  Bartlett  v.  Kane  (16  How.,  263,  272), 
where  the  Supreme  Court  said: 

"The  interference  of  the  courts  with  the  performance  of  the  ordinary  duties  of  the 
executive  departments  of  the  Government  would  be  productive  of  nothing  but  mis- 
chief, and  we  are  satisfied  that  such  a  power  was  never  intended  to  be  given  them." 
And  that  broad  principle  was  applied  m  construing  the  national  bank  act  in  the  fol- 
lowing two  cases:  Washington  National  Bank  of  Tacoma  v.  Eckels,  (57  Fed.,  870, 
872),  where  the  court  says: 

In  1876  Congress  passed  a  law  which,  in  terms,  gives  the  Comptroller  of  the  Cur- 
rency the  right  to  appoint  a  receiver  whenever  he  becomes  satisfied,  after  an  examina- 
tion, that  a  national  bank  is  insolvent.  The  power  thus  vested  in  the  Comptroller  of 
the  Currency  is  discretionary,  and  I  think  the  rule  holds  good  in  this  case,  as  in  others, 
that  where  the  head  of  a  bureau  in  one  of  the  departments  of  the  Government  is  clothed 
with  discretionary  powers,  and  authority  to  investigate  facts  and  act  upon  his  con- 
clusions, his  conclusions  as  to  the  facts  are  final,  and  not  reviewable  by  the  courts; 
80  that  the  decision  of  the  Comptroller  of  the  Currency  in  this  case,  that  the  bank  is 
insolvent,  is  to  be  taken  as  a  finality.    It  is  equivalent  to  the  fact,  whether  the  bank 
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is  really  insolvent  or  not,  so  far  as  to  authorize  the  exercise  of  the  comptroller's  power 
to  put  the  bank  in  the  hands  of  a  receiver.'1 

To  the  same  effect  is  the  decision  in  Piatt  v.  Beebe,  57  N.  Y.,  339,  343,  where  the 
court  says: 

"The  act,  in  its  peculiarity  of  expression,  is  framed  to  meet  such  an  emergency, 
and  authorizes  the  comptroller,  when  satisfied  of  the  existence  of  a  given  state  oi  facts, 
to  make  the  appointment.  Such  words,  as  upon  proof  or  evidence,  indicating  it  to 
be  the  design  of  the  framers  of  the  law  that  it  should  be  upon  legal  proof  or  evidence 
of  the  facts  are  carefully  omitted;  and  the  comptroller  is  left  to  be  satisfied  as  best  he 
can  be,  under  the  peculiar  circumstances  of  each  case,  of  the  existence  of  the  facts 
and  the  necessity  ot  his  action." 

It  would  be  difficult  to  suggest  any  practicable  method  for  limiting  the  powers  of 
the  examiners,  and  at  the  same  time  permit  them  to  render  the  services  required  of 
them  although  perhaps  a  case  might  arise  in  which  the  court  would  feel  constrained 
to  check  the  activities  of  an  examiner;  but  as  pointed  out  in  United  States  r.  Corbett 
(215  U.  S.,  233),  the  comptroller  is  the  principal  agent  to  examine  into  the  affairs 
of  the  bank  and  it  is  equally  or  more  difficult  perhaps  to  suggest  any  practicable  plan 
of  conducting  his  bureau  if  his  right  to  act  could  be  successfully  challenged  until  he 
had  satisfied  a  court  that  his  inquiry  into  the  affairs  of  a  bank  was  necessary  to  a 
knowledge  of  its  condition,  although  with  him,  too,  a  case  might  arise  perhaps  in 
which  the  court  would  control  his  attempted  exercise  of  power  merely  claimed. 
When  a  report  which  relates  to  the  affairs  of  a  bank  is  called  for  by  a  comptroller  he 
should  not  be  required  to  come  into  court  and  before  being  permitted  to  proceed 
with  the  inquiry  show  to  the  court  all  the  facts  and  circumstances  which  have  come 
to  his  knowledge  in  a  large  and  important  bureau  of  the  Government  on  which  he  is 
authorized  to  act,  thereby  rendering  it  Impossible  perhaps  for  the  comptroller  to  save 
a  failure  or  serious  loss,  or  to  apply  corrective  measures  to  remedy  a  situation  having 
in  it  elements  of  danger  unless  beyond  a  reasonable  doubt  practically  it  can  be  said  that 
the  information  is  not  necessary. 

The  actions  of  the  comptroller  on  the  basis  of  which  specific  charges  are.  made  to 
the  effect  that  he  was  acting  in  excess  of  his  powers  examined  in  the  light  of  the  views 
above  expressed  must  be  upheld  as  lawful. 

The  information  called  for  by  the  comptroller  in  regard  to  the  list  of  loans  in  excess 
of  $5,000  secured  by  collaterals  should  have  been  furnished.  The  contention  is  made 
that  he  made  a  demand  that  the  information  be  given  "at  once,"  but  that  fact  can 
not  be  clearly  ascertained  from  reading  the  paragraph,  and  it  rather  appears  that  when 
the  comptroller  said  that  he  wanted  the  information  at  once  it  was  merely  an  answer 
to  the  suggestion  of  the  officers  of  the  bank  that  they  would  take  the  matter  up  with  the 
board  of  airectors. 

The  demand  to  be  informed  whether  or  not  the  plaintiff  was  maintaining  a  private 
telegraph  wire  connected  with  stock  brokerage  houses  in  New  York  was  an  eminently 
proper  inquiry,  but  so  was  that  set  forth  in  the  fifteenth  paragraph  of  the  bill  as  it 
related  to  expenditures  being  made  at  the  time  by  the  bank. 

It  is  stated  that  the  comptroller  demanded  that  certain  officers  of  the  bank  express 
an  opinion  as  a  matter  of  law  to  the  best  of  their  knowledge  and  belief  as  to  who  was 
the  owner  of  a  certain  account  standing  in  the  name  of  Flather  &  Flather."  The 
allegation  is  that  the  comptroller  was  informed  of  every  fact  respecting  this  account, 
amount  thereof,  source  ot  funds  credited  to  the  account  and  the  use  from  time  to 
time  made  of  those  funds  was  fully  and  repeatedly  stated  to  the  comptroller.  Two 
officers  of  the  bank  at  the  time  bore  the  name  of  Flather.  If  the  bank  knew  as  much 
about  the  account  as  the  allegation  indicates,  the  court  will  not  assume  that  under 
those  circumstances  it  was  unreasonable  to  call  for  an  expression  of  the  knowledge  and 
belief  of  the  officers  of  the  bank  as  to  whom,  between  the  bank  and  the  persons  named 
as  depositors,  the  funds  really  belonged.  Possibly  if  all  facts  in  regard  to  the  account 
whiciL  as  the  bill  says,  were  stated  to  the  comptroller  has  been  stated  in  the  bill  for 
the  inTormation  of  the  court,  a  different  conclusion  might  be  reached;  but  the  comp- 
troller did  have  the  facts  stated  and  having  them  may  well  have  been  justified  in 
asking  for  the  best  of  the  knowledge  and  belief  of  the  officers  as  to  the  ownership  of 
this  account,  which  is  not  calling  for  an  opinion  on  a  Question  of  law. 

Certain  reports  were  called  for  and  a  time  longer  than  nve  days  was  specified  for  some 
of  them.  It  is  not  obvious  why  the  bank  should  complain  of  the  giving  of  a  longer 
time.  The  paragraph  also  states  that  compliance  was  physically  impossible,  but  it 
is  not  alleged  that  any  effort  was  made  to  get  an  extension  of  time,  nor  does  it  state 
what  the  demands  were,  so  as  to  permit  the  court  to  form  any  opinion  as  to  whether 
there  was  anything  objectionable  in  the  demand. 

There  was  a  demand  ior  information  in  regard  to  loans  made  by  the  plaintiff;  directly 
or  indirectly,  to  Secretaries  of  the  Treasury  and  Assistant  Secretaries  of  the  Treasury 
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of  the  United  States;  to  Comptrollers  of  the  Currency;  to  national  bank  examiners 
and  to  employees  of  the  comptroller's  office.  The  demand  certainly  can  not  be  con* 
sidered  an  improper  one,  especially  if  any  officers  of  the  bank  have  been  officers 
since  its  organization,  to  which  time  reference  is  made  in  the  demand  and  the  facts 
in  that  regard  should  be  fully  stated. 

The  demand  for  information  in  regard  to  commercial  paper  being  carried  by  the 
plaintiff  was  clearly  proper,  relating  as  it  did  to  the  assets  of  the  bank. 

The  details  of  the  demand  for  a  special  report  in  regard  to  United  States  bonds  shown 
in  the  regular  report  of  the  bank  are  not  sufficiently  set  forth  to  enable  the  court  to 
determine  what  is  complained  of. 

Hie  gist  of  one  of  the  charges  seems  to  be  that  the  comptroller  made  calls  on  a 
certain  national  bank  other  than  the  plaintiff  and  a  certain  trust  company  in  which 
officers  of  the  plaintiff  bank  were  directors  and  that  he  disregarded  the  fact  that 
while  a  national  bank  director  is  required  to  own  ten  shares  of  stock,  directors  of 
trust  companies  are  under  no  such  requirement.  The  comptroller  has  a  right  to 
make  an  inquiry  in  regard  to  ownership  of  stock  by  the  directors  of  a  bank,  and  it 
does  not  appear  what  ms  demand  for  information  in  regard  to  the  ownership  of  stock 
in  trust  companies  has  to  do  with  this  case  unless  it  be  to  show  the  malice  charged, 
but  the  facts  are  not  set  forth  fully  enough  to  enable  the  court  to  take  any  action 
based  upon  the  alleged  improper  conduct  of  the  comptroller.  Moreover  the  comp- 
troller has  the  same  powers  over  trust  companies  in  the  District  of  Columbia  as  he  has 
over  national  banks.    Code,  sections  713,  714. 

The  paragraphs  of  the  bill  contain  allegations;  that  the  defendant  Williams  said  that 
he  would  not  believe  the  statements  of  the  plaintiffs'  officers;  that  certain  lengthy 
examinations  were  made  by  bank  examiners;  and  that  a  bank  examiner  was  brought 
from  without  the  jurisdiction  of  the  District  of  Columbia  and  made  a  long  examination 
of  the  plaintiff's  officers,  are  not  statements  of  facts  entitling  plaintiffs  to  relief. 

The  comptroller  rightly  asked  to  t>e  informed  in  regard  to  the  expenditure  of  money 
for  printed  copies  of  the  correspondence,  and  for  the  other  information  on  that  matter 
in  order  to  enable  him  to  determine  the  propriety  of  those  expenditures,  as  well  as  to 
be  informed  whether  any  of  the  plaintiff's  books  or  records  had  been  destroyed. 

The  circumstances  surrounding  the  demands  for  the  failure  to  comply  with  which 
the  penalty  of  $5,000  was  assessed  are  fully  set  forth  above.  That  demand  was  two- 
fold: First,  for  information  in  regard  to  all  direct  loans  made  by  the  bank  to  certain 
of  its  then  officers;  and,  second,  for  information  in  regard  to  all  indirect  or  dummy  or 
concealed  loans  made  since  the  organization  of  the  bank  for  the  benefit,  directly  or 
indirectly,  of  those  officers,  or  any  of  them,  including  all  loans  for  which  they  or  any 
of  them  had  indorsed  or  for  which  they  had  furnished  the  whole  or  any  part  of  the 
collateral  by  which  loans  to  any  of  them  were  secured ;  and  for  other  information  as 
shown  by  the  quotation  of  said  paragraph  above.  In  the  view  which  the  court  takes 
of  the  power  of  the  comptroller  these  demands  were  entirely  within  his  powers.  The 
reply  of  the  bank  it  will  t>e  noted  states  that  when  the  last  examination  of  the  bank  was 
conducted,  there  were  no  loans  to  the  officers  standing  on  the  books;  and  likewise,  in 
regard  to  the  demand  for  loans  made  to  them  under  cover,  and  it  is  not  denied  that  the 
latter  sort  of  loan  had  been  made.  Evidently  the  main  contention  sought  to  be  raised 
by  the  allegation  in  this  paragraph  is  that  the  transactions  of  the  sort  referred  to,  having 
been  closed  a  considerable  time  prior  to  the  making  of  the  demand,  were  not  the  proper 
subject  of  inquiry  by  the  comptroller.  The  court  nas  indicated  a  view  to  the  contrary 
above  and  it  is  perfectly  obvious  that  as  to  concealed  loans  made  for  the  benefit  of 
the  officers  of  the  banks  no  possible  limit  to  the  scope  of  an  inquiry  by  the  comptroller 
could  be  reasonably  suggested.  The  bill  alleges  that  a  bank  examiner  had  gone  over 
the  books  back  to  the  date  when  the  plaintiff  began  to  do  business. 

It  is  stated  that  the  comptroller  in  requiring  that  certain  facts  be  laid  before  the 
board  of  directors  did  so  for  the  purpose  of  discrediting  the  plaintiff's  officers  before 
the  board  of  directors  and  to  drive  them  from  their  official  positions.  This  practice 
is  practically  approved  by  the  Supreme  Court  of  the  United  States  in  Jones  National 
Bank  r.  Yates  et  al.,  decided  April  3, 191 6,  in  which  case  it  appeared  that  a  letter  from 
the  comptroller  *'  emphasized  the  duty  of  the  directors  witn  respect  to  the  conduct 
of  the  bank's  affairs;  and  it  concluded  with  a  request  for  a  reply  over  the  directors' 
'individual signatures.'  " 

The  bill  alleges  that  the  acts  of  the  comptroller  were  done  maliciously.  This  is 
merely  the  statement  of  a  conclusion  of  law  not  admitted  by  demurrer.  Malice  in 
law  means  nothing  more  than  the  intentional  doing  of  a  wrongful  act  without  justifica- 
tion and  within  the  meaning  of  the  definition  such  an  act  is  one  which  in  the  ordinary 
course  is  calculated  to  infringe  and  does  in  fact  infringe,  upon  the  rights  of  another  to 
his  damage  unless  it  be  done  m  the  exercise  of  an  equal  or  superior  right.  Brennan  v. 
United  Hatters  (73  N.  J.  Law,  729 j.    The  comptroller  was  acting  within  his  powers 
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and  in  performance  of  his  duty  so  far  aa  calling  for  the  reports  is  concerned,  therefore 
as  no  right  of  the  plaintiff  was  infringed  he  was  not  acting  maliciously. 

There  are  numerous  allegations  in  the  bill  inserted  apparently  for  the  purpose  of 
establishing  malice  and  showing  a  conspiracy,  notably  that  of  the  action  of  the  comp- 
troller in  regard  to  the  Red  Cross  funds,  but  a  reading  of  the  allegations  in  that  regard 
show  satisfactorily  that  the  defendant  Williams  as  treasurer  of  the  Red  Cross  funds 
was  taking  perfectly  proper  steps  to  obtain  the  largest  possible  revenue  from  it  while 
on  deposit.  The  plaintiff  was  given  the  same  opportunity  that  was  given  to  others  to 
have  those  deposits  made  in  its  bank. 

Another  allegation  is  that  the  defendants  McAdoo  and  Williams  "  had  in  wayB  which 
will  be  fully  detailed  in  the  evidence  to  be  taken  in  this  suit  openly  and  publicly 
manifested  their  personal  malice  toward  certain  of  the  plaintiff's  officers. "  Without 
considering  that  the  plaintiff's  officers  are  not  the  bank  and  that  the  defendants  might 
be  hostile  to  plaintiff's  officers  while  being  solicitous  for  the  welfare  of  the  stockholders, 
it  is  obvious  that  if  the  plaintiff  wished  any  action  to  be  taken  based  on  the  existence 
of  such  hostility  it  should  have  stated  the  facts  fully  enough  to  permit  the  court  to 
determine  the  existence  of  such  feeling.  The  other  allegations  inserted  in  the  bill  for 
the  purpose  of  showing  malice  do  not  require  any  special  reference. 

It  can  not  be  successfully  contended  that  where  on  a  given  set  of  facts  one  comptroller 
not  said  to  be  actuated  by  malice  may  lawfully  reach  a  certain  conclusion,  another 
comptroller  acting  in  a  similar  manner  on  a  similar  set  of  facts  takes  such  action  at  the 
risk  of  having  his  motives  inquired  into  when  he  is  said  to  be  acting  maliciously. 
To  so  hold  would  be  to  disregard  the  long  lines  of  cases  restricting  judicial  interference 
with  executive  acts. 

It  is  contended  that  a  bank  is  not  "required"  to  furnish  a  special  report,  which  by 
section  5211  the  comptroller  is  authorized  to  call  for  because  the  latter  section  does  not 
in  terms  require  a  bank  to  make  such  report. 

Seetion  5213  provides  that  "every  association  which  fails  to  make  and  transmit  any 
report  required  under  either  of  the  two  preceding  sections  shall  be  subject  to  a  penalty 
of  $100  for  each  day  after  the  periods  respectively  therein  that  it  delays  to  make  and 
transmit  its  report    *    *    #." 

It  was  held  in  United  States  v.  Mitchell  (58  Fed.,  993)  that  a  statute  providing  that 
the  superintendent  of  the  census  be  "required  to  obtain  from"  corporations  certain 
information  did  not  require  the  corporations  to  give  it,  but  it  was  stated  in  the  opinion 
by  way  of  dictum  in  regard  to  another  section  of  the  statute  directing  the  superintend- 
ent "to  require  from  every  railroad  corporation  the  following  facts  #  *  *"  did 
require  the  companies  to  give  the  information.  The  court  said  that  in  the  one  case  a 
duty  was  imposed  upon  the  superintendent,  but  in  the  other  it  was  imposed  upon  the 
corporation.  It  must  be  held  therefore  that  banks  are  required  to  furnish  the  special 
reports  for  which  the  comptroller  is  authorized  to  call. 

It  is  further  contended  that  section  5213  does  not  impose  a  penalty  for  failure  to 
make  a  special  report,  the  argument  being  that  the  words  "the  periods,  respectively, 
therein  mentioned "  refer  only  to  the  five-day  period  prescribea  for  the  filing  of  the 
general  reports  in  section  5211  and  the  dividend  reports  called  for  by  section  5212, 
and  that  respectively"  does  not  mean  the  two  sections  respectively.  The  plain 
reading  of  the  section  leads  to  a  different  conclusion.  The  words  "any  report  required 
under  either  of  the  two  preceding  sections"  are  all  embracing  as  was  said  in  Lnited 
States  v.  Corbett,  supra,  of  the  words  "any  agent"  so  every  kind  of  report  is  included 
and  the  word  "respectively"  assigns  the  "periods"  to  their  proper  sections.  If  the 
period  mentioned  in  each  section  had  been  five  days  and  the  word  "respectively" 
left  out  what  was  intended  would  be  obvious  and  the  necessary  use  of  that  word  does 
not  make  the  meaning  obscure. 

An  examination  of  the  previous  legislation  confirms  this  view.  The  original  na- 
tional bank  act  did  not  provide  that  the  comptroller  might  call  for  sepcial  reports. 
The  provision  is  first  found  in  the  second  national  bank  act,  chapter  106,  13  Statutes, 
99,  section  34  of  which  act  provides  for  the  making  of  four  general  reports  and  requires 
that  the  banks  "shall  transmit  the  same  to  the  comptroller  within  five  days  there- 
after *  *  *  and  any  bank  failing  to  make  and  transmit  such  report  shall  be  sub- 
ject to  a  penalty  of  $100  for  each  day  after  five  days  that  such  report  is  delayed 
beyond  that  time." 

The  act  of  March  3, 1869,  section  1,  after  providing  for  five  regular  reports  provided 
as  follows:  "And  the  comptroller  shall  also  nave  power  to  call  for  special  reports  from 
any  particular  association  whenever  in  his  judgment  the  same  shall  be  necessary  in 
order  to  a  full  and  complete  knowledge  of  its  condition. 

"  Anv  association  failing  to  make  and  transmit  any  such  report  shall  be  subject  to 
a  penalty  of  $100  for  eacn  day  after  five  days  that  such  bank  shall  delay  to  make 
and  transmit  any  report  as  aforesaid.    #    *    *. " 
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Section  2  of  that  act  provides: 

"That  in  addition  to  said  reports  each  national  banking  association  shall  report  to 
the  Comptroller  of  the  Currency  the  amount  of  each  di  via  end  declared  by  said  asso- 
ciation and  the  amount  of  net  earnings  in  excess  of  said  dividends,  which  report  shall 
be  made  within  two  days  after  the  declaration  of  each  dividend  and  attested  by  the 
oath  of  the  president  or  cashier  of  said  association,  and  a  failure  to  comply  with  the 
provisions  of  this  section  shall  subject  such  association  to  the  penalties  provided  in 
the  foregoing  section." 

In  view  of  this  previous  legislation  it  can  not  be  successfully  maintained  that 
Congress  intended  in  revising  the  statutes  to  make  any  change  as  to  what  was  required 
nor  as  to  the  penalty  to  be  imposed.  Congress  simply  enacted  in  three  sections  what 
had  previously  been  contained  in  two  sections  of  a  single  act. 

The  plaintiff  contends  that  especially  in  view  of  the  fact  that  the  provisions  of  the 
statute  are  highly  penal,  resort  can  not  be  had  for  interpretation  to  the  previous  legis- 
lation; but  in  United  States  v.  Corbett  (215  U.  S.,  233)  where  the  court  was  consider- 
ing an  indictment  found  for  alleged  violation  of  the  national  bank  act,  it  is  said  at 
page  241: 

"The  provision  in  question  was  originally  contained  in  the  act  of  1864,  which, 
moreover,  forbade  certain  acts  in  the  transaction  of  the  affairs  of  national  banks, 
empowered  the  Comptroller  of  the  Currency  to  exercise  supervisory  power,  to  call 
for  reports  from  the  associations  and  to  bring  into  play  other  authority  substantially 
as  found  in  the  law  as  now  existing.  This  was  followed  by  the  provision  giving  to 
the  comptroller  the  right  to  appoint  subordinate  examiners,  the  whole  being  con- 
cluded by  a  section  containing  provisions  which  are  now  substantially  embodied  in 
Revised  Statutes,  5209." 

The  court  further  says  (p.  242): 

"But  the  argument  is  that,  however  cogent  may  be  the  considerations  just  stated, 
they  are  here  inapplicable,  because  the  statute  is  a  criminal  one,  requiring  to  be 
strictly  construed.  The  principle  is  elementary,  but  the  application  here  sought  to 
be  made  is  a  mistaken  one.  The  rule  of  strict  construction  does  not  require  that  the 
narrowest  technical  meaning  be  given  to  the  words  employed  in  a  criminal  Btatute 
in  disregard  of  their  context  and  in  frustration  of  the  obvious  legislative  intent.  U.  S. 
v.  Hartwell  (6  Wall.,  385).  In  that  case,  answering  the  contention  that  penal  laws 
are  to  be  construed  strictly,  the  court  said  (p.  395): 

"The  object  in  construing  penal,  as  well  as  other  statutes,  is  to  ascertain  the  legis- 
lative intent.  *  *  *  The  words  must  not  be  narrowed  to  the  exclusion  of  what 
the  legislature  intended  to  embrace;  but  that  intention  must  be  gathered  from  the 
words,  and  they  must  be  such  as  to  leave  no  room  for  a  reasonable  doubt  upon  the 
subject.  *  *  "  *  The  rule  of  strict  construction  is  not  violated  by  permitting  the 
voids  of  the  statute  to  have  their  full  meaning,  or  the  more  extended  of  two  meaningB, 
■a  the  wide  popular  instead  of  the  more  narrow  technical  one;  but  the  words  should 
be  taken  in  such  a  sense,  bent  neither  one  way  nor  the  other,  as  will  best  manifest  the 
legislative  intent.' 

"  It  is  to  be  observed  that  the  rule  thus  stated  affords  no  ground  for  extending  a 
penal  statute  beyond  its  plain  meaning.  But  it  inculcates  that  a  meaning  which  is 
within  the  text  and  within  its  clear  intent  is  not  to  be  departed  from  because,  by 
resorting  to  a  narrow  and  technical  interpretation  of  particular  words,  the  plain  mean- 
in?  may  he  distorted  and  the  obvious  purpose  of  the  law  be  frustrated." 

In  Oceanic  Navigation  Co.  v.  Stranahan  (214  U.  S.,  320),  where  there  was  under 
review  the  question  of  the  right  of  the  Secretary  of  Labor  and  the  collector  of  the  port 
to  exact  penalties  for  violation  of  the  immigration  law,  the  court  made  use  of  a  report 
of  the  Senate  Committee  on  Immigration,  saying  that  while  the  conclusions  already 
reached  were  clearly  sustained  by  the  text,  yet  if  ambiguity  were  conceded  it  was 
dispelled  and  the  same  result  reached  by  a  consideration  of  such  report,  which  it  was 
proper  to  consider  as  a  guide  to  a  true  interpretation  of  the  act.  See,  also,  Hermann 
v.  Edwards  (238  U.  S.,  107),  in  which  case  the  court  considered  previous  legislation 
on  the  same  subject-matter  and  stated  among  other  things  'aside  from  this  it  is  to  be 
moreover  observed  that  the  intention  of  Congress  to  make  by  the  adoption  of  the  judi- 
cial code  so  radical  a  change  from  the  rule  which  had  prevailed  for  so  long  a  period  is 
not  to  be  indulged  without  a  clear  manifestation  of  sue  h  purpose.11 

It  is  argued  that  to  construe  the  act  as  contended  by  the  comptroller  would  be  to 
render  sections  5211,  5212,  and  5113  of  the  Revised  Statutes  unconstitutional. 
•  The  demands  made  by  the  conptroller  were  that  the  lank  make  certain  reports. 
If  the  demand  had  included  the  production  of  books  and  papers  of  the  plaintiff,  the 
officers  of  the  bank  would  have  no  privilege  of  refusing  to  produce  them,  because  they 
might  contain  matter  which  would  incriminate  the  officers  or  lead  to  punishment  of 
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the  corporation.  Hale  v.  Henkel  (201  U.  8.,  42;  Wilson  v.  United  States,  221  U.  S., 
361 ) .  As  was  stated  in  the  latter  case  the  State  has  visitorial  powers  over  corporations. 
The  fourth  amendment  of  the  Constitution  protects  a  corporation  against  unreason- 
able searches  and  seizures,  but  the,  fifth  amendment  providing  against  compelling  a 
person  to  be  a  witness  against  himself  in  a  criminal  case  does  not  prevent  the  com- 

Sulsory  production  of  the  books  of  the  corporation  by  one  of  its  officers.    So  here  the 
ank  can  not  excuse  the  failure  to  give  a  report  simply  because  any  of  its  officers 
required  to  furnish  it  raise  the  question  of  self-incrimination. 

The  plaintiff  can  not  object  to  giving  the  information  demanded  of  it  by  the  comp- 
troller nor  urge  any  constitutional  ground  as  a  basis  for  refusing,  having  accepted  its 
charter  under  a  statute  giving  the  right  to  call  for  such  reports.  Interstate  Consoli- 
dated Street  Railway  Co.  v.  Commonwealth  of  Massachusetts  (207  U.  8.,  79).  In  that 
case  a  statute  was  assailed  on  the  ground  that  it  was  repugnant  to  the  fourteenth 
amendment.    The  court  below  decided  otherwise  and  the  Supreme  Court  said  (p.  84): 

"  This  court  is  of  opinion  that  the  decision  below  was  right.  A  majority  of  the 
court  considers  that  the  case  is  disposed  of  by  the  fact  that  the  statute  in  question 
was  in  force  when  the  plaintiff  in  error  took  its  charter  and  confines  itself  to  that 
ground."  See,  also,  Newburyport  Water  Co.  v.  Newburyport  (193  U.  S.,  561,  759, 
Chicago,  R.  I.,  Etc.,  R.  Co.  i>.  Zernecke,  188  U.  S.,  28). 

In  Hale  v.  Henkel,  supra,  the  Supreme  Court  says: 

"Upon  the  other  nana,  the  corporation  is  a  creature  of  the  State.  It  is  presumed 
to  be  incorporated  for  the  benefit  of  the  public.  It  receives  certain  special  privileges 
and  franchises,  and  holds  them  subject  to  the  laws  of  the  State  and:  the  limitations 
of  its  charter.  Its  powers  are  limited  by  law.  It  can  make  no  contract  not  authorized 
bv  its  charter.  Its  rights  to  act  as  a  corporation  are  only  preserved  to  it  so  long  as  it 
obeys  the  laws  of  its  creation.  There  is  a  reserved  right  in  the  legislature  to  investi- 
gate its  contracts  and  find  out  whether  it  has  exceeded  its  powers.  It  would  be  a 
strange  anomaly  to  hold  that  a  State,  having  chartered  a  corporation  to  make  use  of 
certain  franchises,  could  not  in  the  exercise  of  its  sovereignty  inquire  how  these 
franchises  had  been  employed,  and  whether  they  had  been  abused,  and  demand  the 
production  of  the  corporate  books  and  papers  for  that  purpose." 

The  conclusion  is  that  no  constitutional  rights  of  the  Dank  are  violated  by  com- 
pelling it  to  furnish  reports.  If  the  officers  of  the  bank  decline  to  give  information 
on  constitutional  grounds  personal  to  them  others  can  be  selected  who  will  have  no 
such  ground  for  refusal. 

«  Notwithstanding  that  the  comptroller  was  entitled  to  have  special  reports  giving 
him  the  information  sought  for,  he  was  not  authorized  to  demand  that  the  reports  be 
verified  by  the  persons  designated  by  him  to  swear  to  them. 

Section  5211  requires  that  the  reports  shall  be  verified  by  the  oath  or  affirmation  of 
the  president  or  cashier  and  attested  by  the  signature  of  at  least  three  of  the  directors. 
The  refusal  to  furnish  the  reports  was  not  based  upon  the  fact  that  the  persons  men- 
tioned in  the  statute  were  not  called  upon  to  verily  and  attest  them,  ana  the  defend- 
ants claim  that  this  amounted  to  a  waiver  of  the  defect  and  that  penalties  can  be 
imposed  notwithstanding. 

An  action  to  recover  penalties  such  as  are  here  imposed  is  an  action  of  debt  and  is 
a  civil  suit  and  not  a  criminal  prosecution.  Hepner  v.  United  States  (231 U.  S.,  103). 
The  case  against  the  defendant  need  not  be  made  out  beyond  a  reasonable  doubt. 
United  States  v,  Reagan  (232  U.  S.,  37).  Nevertheless  the  declaration  in  an  action 
to  recover  penalties  is  to  be  as  strictly  construed  as  would  be  an  indictment  for  the 
offense  for  which  the  penalty  is  imposed.  Ferrett  v.  Atwill  (8  Federal  Cases,  4747), 
and  of  course  must  set  forth  the  duty  imposed  upon  the  defendant  by  the  statute. 
Where  as  here  that  duty  does  not  arise  until  an  official  has  taken  a  step  of  a  certain 
description,  it  should  appear  in  a  declaration  that  such  step  has  been  taken  and  ac- 
cording to  law.  In  proving  the  cause  of  action  the  plaintiff  must  bring  himself 
clearly  within  the  statute.  Gilbert  v.  Bowe  (179  111.,  341)t  which  was  a  case  involv- 
ing the  right  of  an  individual  to  recover  a  penalty  in  his  private  capacity.  Such  was 
also  the  case  of  Levy  v.  Cohen  (18  N.  Y.  Supp.,  155,  on  appeal,  19  N.  Y.  Supp.,  912). 
There  the  action  was  to  recover  a  penalty  from  the  general  manager  of  a  corporation 
for  refusing  to  allow  the  inspection  of  books,  and  it  was  held  that  the  plaintiff  must 
allege  that  he  made  his  demand  at  the  principal  place  of  business  of  the  corporation 
and  during  business  hours,  which  was  a  prerequisite  under  the  statute  to  obtaining 
the  information.  The  court  on  the  appeal  there  Baid  that  as  the  action  was  to  recover 
a  penalty  the  pleadings  were  to  be  construed  with  the  same  strictness  that  an  indict* 
m  3nt  is.  The  ruling  of  the  court  was  that  the  complaint  was  defective  in  not  alleging 
the  fact  necessary  to  be  proved. 

While  it  is  true  that  one  charged  with  a  crime  may  waive  the  doing  of  certain 
things  which  the  law  provides  for  his  benefit,  such,  for  instance,  as  the  right  to  feave 
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the  names  of  witnesses  furnished  to  him  before  $oiag  to  trial,  no  case  has  been  found 
in  which  it  has  been  held  that  a  defendant  waives  the  doing  of  anything  which  is 
of  the  essence  of  the  offense  with  which  he  is  charged,  and  therefore  it  must  be  held 
in  this  case  that  the  comptroller  having  called  for  a  report  not  verified  and  attested 
as  provided  in  the  statute  did  not  place  himself  in  a  position  where  he  could  lawfully 
assess  a  penalty  for  a  failure  to  comply  with  the  demand  which  he  made. 

The  plain  tin  would  have  the  court  enjoin  the  comptroller  from  revoking  any  desig- 
nation of  the  plaintiff  as  a  depositary  and  from  refusing  to  approve  of  the  bank  aa 
such.  The  prayer  of  the  bill  also  asks  that  if  the  comptroller  has  in  form  revoked 
such  designation  or  in  form  refused  such  approval,  then  tnat  such  revocation  or  refusal 
may  be  decreed  to  be  null  and  void. 

Section  5192  of  the  Revised  Statutes  provides  that  a  certain  percentage  of  the 
reserves  of  a  bank  may  consist  of  balances  due  from  other  associations  approved  by 
the  Comptroller  of  the  Currency.  The  comptroller  had  not  refused  to  approve  the 
application  of  any  association  for  leave  to  keep  part  of  its  reserve  in  the  plaintiff 
bank.  He  has  not  revoked  or  threatened  to  revoke  any  approval  heretofore  given. 
He  has,  however,  announced  that  he  will  until  further  notice  refuse  to  approve  of 
the  plaintiff  for  that  purpose. 

It  is  obvious  that  ii  the  court  has  any  power  in  the  premises  there  is  no  statement 
of  fact  upon  the  basis  of  which  it  could  act  except  as  far  as  an  allegation  of  the  comp- 
troller's alleged  intention  not  to  approve  may  be  an  allegation  of  fact.  To  enjoin 
him  ''from  refusing  to  approve  the  plaintiff  bank  as  such  a  depository"  can  mean 
nothing  unless  it  be  to  require  the  comptroller  to  approve,  and  there  being  no  specific 
instance  of  an  application  pending,  it  amounts  to  asking  the  court  to  compel  the 
comptroller  to  approve  of  any  application.  To  state  the  request  as  thus  analyzed 
is  to  show  that  it  can  not  be  granted. 

It  is  contended  by  the  plaintiff  that  the  Secretary  of  the  Treasury  has  usurped 
the  functions  of  the  Treasurer  of  the  United  States  in  paying  interest  on  the  bonds 
rather  than  directing  the  Treasurer  to  do  so.  If  provisions  of  the  statutes  are  such 
as  to  require  the  Secretary  of  the  Treasury  to  construe  them  acting  presumably 
under  the  advice  of  the  officer  lawfully  assigned  to  his  department  to  advise  him, 
the  court  will  not  interfere  with  that  construction,  at  least  if  it  be  a  possible  one, 
especially  in  a  case  in  which  no  harm  can  come  to  a  plaintiff  by  following  the  inter- 
pretation placed  on  the  act  by  the  Secretary.  He  claims  that  it  is  his  duty  to  pay 
the  interest  and  he  is  retained  in  the  case  only  because  of  that  contention;  otherwise 
the  bill  would  be  dismissed  as  to  him. 

The  plaintiff  seeks  to  have  the  comptroller  enjoined  generally  from  future  viola- 
tions of  the  law  so  far  as  his  acts  might  affect  it.  Such  an  injunction  could  not  be 
upheld.  A  court  will  not  stop  an  officer  vested  with  powers  to  be  exercised  at  his 
discretion  from  performing  his  statutory  duty  for  fear  that  he  should  perform  it 
wrongly.  First  National  Bank  v.  Albright  (208  U.S.,  548).  Moreover,  such  an  injunc- 
tion would  be  too  vague.  Richmond  Safety  Gate  Co.  v.  Ashbridge  (116  Fed.  Rep., 
220),  in  which  case  the  bill  asked  for  an  injunction  against  certain  building  inspectors, 
but  the  court  said  (p.  222): 

"The  court  can  not  undertake  to  direct  or  control  the  defendant's  exercise  of 
judgment  in  specific  cases  upon  which  they  may  hereafter  be  called  upon  to  act  *  *  * 
but  an  injunction,  if  now  issued,  restraining  them,  in  general  terms,  from  acting 
with  groundless  discrimination,  or  upon  frivolous  reasons,  or  from  unfairly  refusing 
to  inspect  gates  of  the  plaintiff  'for  long  periods  of  time,1  or  from  denying  its  rights, 
or  interfering  with  its  Dusiness  would,  I  think,  because  of  its  vagueness,  be  prac- 
tically incapable  of  enforcement,  and  therefore,  if  for  no  other  reason,  ought  not  to 
be  awarded.'' 

The  temporary  injunction  restraining  the  payment  of  $5,000  due  for  interest  into 
the  Treasury  will  be  continued  but  not  as  to  the  Comptroller  of  the  Currency,  as  he 
has  no  control  over  that  matter. 

No  preliminary  relief  will  be  granted  against  the  comptroller,  as  he  is  not  threat- 
ening at  this  time  to  assess  any  penalties  and  has  disclaimed  any  intention  of  doing  so. 

Except  for  the  purpose  of  compelling  payment  of  the  interest  due  the  bank  and 
retained  and  of  enjoining  the  assessment  of  penalties  because  of  the  failure  to  comply 
with  the  demands  for  reports,  the  bill  will  be  dismissed  as  to  all  the  defendants. 

Mr.  Williams.  Mr.  Chairman,  I  would  like  to  make  a  short  state- 
ment regarding  the  Red  Cross  account,  referred  to  by  Mr.  Poole. 
The  Chairman.  Very  well. 


376  NOMINATION  OF  JOHN  SKELTON  WHXIAMS. 

ADDITIONAL  STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  Mr.  Poole  appeared 
before  the  committee  a  day  or  two  ago  and  charged  discrimination 
against  me,  as  treasurer  of  the  American  Red  Cross,  in  the  matter  of 
Red  Cross  deposits.  If  Mr.  Poole  is  a  fair-minded  and  honest  man, 
as  I  of  course  assume  him  to  be,  I  think  when  Mr.  Poole  ascertains 
and  realizes  the  facts  of  the  matter  he  will  send  me  an  humble  apology 
for  the  charges  which  he  made  before  this  committee. 

Upon  my  return  to  the  Treasury  after  Mr.  Poole's  testimony,  or 
Mr.  Hogan's — I  forget  which  it  was — I  telephoned  to  the  Red  Cross 
office,  to  the  assistant  treasurer,  who  has  active  charge  of  the  office 
there,  Mr.  Hugh  S.  Bird,  and  told  him  that  it  had  been  stated  before 
this  committee  that  a  large  deposit  of  $400,000,  or  thereabouts,  had 
been  made  on  one  occasion  to  the  Federal  National  Bank,  and  that 
it  had  been  immediately  withdrawn  a  day  or  two  following,  and  that 
it  had  been  charged  that  that  was  due  to  my  prejudice  against  the 
Federal  National  Bank  or  against  some  member  of  its  board.  I 
asked  the  Assistant  Treasurer  if  he  had  any  idea  what  was  referred 
to;  that  I  had  never  heard  of  any  such  transaction,  knew  nothing 
about  it  or  anything  resembling  such  a  suggestion.  Mr.  Bird  said, 
"Yes;  I  know  what  they  are  talking  about.  I  will  send  you  a 
memorandum  at  once." 

Under  date  of  July  12  I  received  from  the  assistant  treasurer,  Mr. 

Bird,  who  has  active  charge  of  the  office  at  the  Red  Cross  Building,. 

this  letter: 

The  American  Red  Cross, 
Office  of  the  Treasurer,  National  Headquarters, 

Washington,  D.C.,  July  It,  1919. 
Mr.  John  Skelton  Williams, 

Treasurer,  American  National  Red  Cross,  Washington,  D.  C. 

Dear  Sir:  In  response  to  your  inauiry  concerning  Red  Cross  deposits  with  the 
Federal  National  Bank  of  this  city,  I  nave  this  to  say: 

In  December,  1917,  following  a  certain  revision  of  the  accounting  of  the  organization, 
it  came  about  that  each  of  the  managers  of  the  14  divisions  of  Red  Cross  needed  to  have 
a  bank  in  his  home  city  in  which  he  could  make  deposits  subject  to  the  check  of  this 
office. 

I  accordingly  invited  each  of  the  division  managers  to  nominate  a  bank  in  his 
home  city  for  such  deposits,  subject  to  your  approval  as  required  by  the  by-laws  of 
the  Red  Cross.  Each  division  manager  followed  my  suggestion  and  the  banks  named 
by  them  are  to-day  depositories  of  this  organization  as  you  have  made  no  objection 
to  any  of  them. 

Following  the  routine  above  outlined,  Mr.  Otis  H.  Cutler,  division  manager  of  the 
Foreign  division,  selected  the  Federal  National  Bank  of  this  city  for  his  deposits,  and 
it  has  continued  to  occupy  this  status  to  the  present  date,  as  you  can  tell  from  the  daily 
balance  sheets  mailed  from  this  office.  In  addition  to  this  account  the  foreign  division 
keeps  its  office  account,  with  which  this  office  has  nothing  to  do,  at  the  Federal,  and 
has  done  so,  I  am  informed,  since  the  organization  of  the  division. 

Following  the  tripartite  arrangement  made  with  each  of  the  divisions,  the  Potomac 
division  selected  the  American  Security  <fe  Trust  Co.  as  their  depositary.  I  had  ac- 
cepted this  designation  and  you  had  not  objected  as  you  had  not  in  the  case  of  the 
foreign  division  and  the  Federal,  the  tripartite  arrangement  being  in  each  case  between 
the  division  manager,  the  bank  selected  by  him,  and  myself. 

In  conversations  with  the  managers  of  the  two  divisions  whose  office  was  in  Wash- 
ington, I  had  enjoined  upon  them  that  they  select  other  banks  than  the  Commercial, 
the  District  National,  and  the  Washington  Loan  &  Trust,  because  I  had  already  accords 
with  them  and  did  not  want  to  run  the  risk  of  confusion.  For  a  like  reason  I  asked 
the  two  managers  to  select  different  banks  from  one  another. 

On  March  12,  1918,  Mr.  Henry  White  of  the  Potomac  division  made  a  deposit  of 
$389,518.11  in  the  Federal  National,  thus  breaking  the  arrangement  I  had  made  with 
the  American  Security  &  Trust  as  the  recognized  depositary  of  the  Potomac  division. 
Mr.  Bell,  of  the  American  Security,  justly  became  aggrieved,  and  on  his  complaint 
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on  March  14  I  moved  the  erroneously  placed  deposit  of  $389,518.11  to  the  American 
Security,  where  it  belonged.  I  haa  no  prejudice  either  for  or  against  either  bank 
involved  but  I  did  need  to  keep  the  deposits  of  the  two  divisions  in  separate  banks. 
Mr.  White  explained  that  his  accountant  had  misunderstood  the  arrangement  and  the 
account  of  the  Potomac  division  has  since  remained  with  the  American  Security  & 
Trust,  as  the  account  of  the  foreign  division  has  remained  with  the  Federal  National. 

It  is  needless  for  me  to  tell  you  that  you  knew  nothing  of  the  error  of  Mr.  White  in 
making  the  Potomac  deposit  in  the  bank  selected  for  another  division  nor  of  my 
remedying  the  error  by  transferring  the  money  to  the  bank  in  which  it  had  been 
agreed  it  should  be  placed.  It  was  a  matter  of  office  routine  and  was  done  in  the 
interest  of  maintaining  the  clarity  of  our  accounting  between  divisions. 

I  might  add  that,  although  of  the  25  banks  in  which  the  funds  subject  to  the  check 
of  this  office  are  deposited  the  Federal  National  is  the  least  liberal  in  the  interest  it 
allows  on  daily  balances,  the  original  selection  of  it  as  the  depositary  of  the  foreign 
division  remains  undisturbed  to  this  day.  I  have  not  hitherto  apprised  you  of  this 
fact  because  I  had  hopes  that  when  Mr..  Cutler,  who  made  the  original  agreement  with 
the  Federal,  returnea  from  Europe,  I  could  effect  a  more  favorable  interest  practice. 
Yours,  very  truly, 

Hugh  S.  Bird, 
Assistant  Treasurer. 

I  was  in  complete  ignorance  of  any  of  those  arrangements  at  all. 

I  think  it  may  interest  the  committee  to  note  at  the  same  time 
in  connection  with  the  alleged  prejudice  on  my  part  against  the 
Riggs  interests  that  I  understand  that  the  leading  officer  of  the  Riggs 
Bank  is  probably  the  largest  owner  or  shareholder  in  this  particular 
American  Security  &  Trust  Co.  with  which  the  deposit  was  made  and 
remains. 

Senator  Calder.  Have  you  any  record  of  the  Red  Cross  deposits 
in  the  Federal  National  Bank  ? 

Mr.  Williams.  Yes,  sir. 

Senator  Caldeb.  Will  you  tell  us  what  they  are  or  were  ? 

Mr.  Williams.  Do  you  recall,  Mr.  Chairman  and  gentlemen, 
that  Mr.  Hogan  or  Mr.  Poole — I  think  it  was  Mr.  Hogan;  I  do  not 
remember  which — stated  that  the  Red  Cross  deposits  at  that  time 
in  the  Federal  National  Bank  were  $525  ? 

The  Chairman.  At  the  time  this  money  was  deposited  and  with- 
drawn? 

Mr.  Williams.  Yes.     Here  is  a  letter  from  Mr.  Hugh  S.  Bird, 

dated  July  14,  1919: 

The  American  Red  Cross, 
Office  of  the  Treasurer,  National  Headquarters, 

Washington,  D.  C,  July  14, 1919. 
Hon.  John  Skelton  Williams. 
Treasurer  American  National  Red  Cross, 

United  States  Treasury  Building,  Washington,  D.  C. 

Dear  Sir:  In  response  to  your  inquiry  a9  to  balance  subject  to  the  check  of  this 
office  in  the  Federal  National  Bank  of  this  city,  I  submit  the  following  figures  taken 
from  our  books — which  figures  have  been  checked  monthly  with  bank  statement 
Bent  us  and  same  found  correct: 

average  daily  balance. 


February,  1918 $18, 921. 05 

March,  1918 55, 620.  32 

April,  1918 59, 592.  57 

Kay,  1918 35, 573.  28 

June,  1918 23,556.76 

July,  1918 40,  700.  00 

August,  1918 42, 282.  27 

September,  1918 30,760.70 

October,  1918 13, 581.  50 

November,  1918 24, 332. 10 

December,  1918 7,994.62 
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January,  1919 $27,147.20 

February,  1919 33, 250.  58 

March,  1919 27, 805.  77 

April,  1919 32,792.92 

May,  1919 9,323.37 

June,  1919 6,340.28 
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As  you  know,  since  the  armistice,  deposits  have  been  going  down — 

Average  daily  balance  for  the  17  months  $28,798.55. 

More  specifically,  the  balance  in  the  Federal  National  on  or  about  the  date  of  the 
transfer  of  which  Mr.  Poole  complained  were  as  follows,  disregarding  the  amount 
eroneously  deposited  altogether: 

On  March  12,  13,  14,  15,  and  16,  1918,  $55,988.90— 

Not  $525. 
On  March  17,  1918,  $70,945.74— 

The  fluctuations  of  balance  in  this  bank  have  been  just  as  they 
were  in  all  other  banks  where  the  divisions  deposited. 

I  should  add  that  had  the  Federal  allowed  interest  on  daily  balance  as  little  as  the 
least  given  us  by  our  four  other  Washington  depositaries,  we  would  have  received 
$1,224.15  on  this  account.    The  Federal  allowed  for  the  average  balance  of  $28,798.55 
kept  with  them  17  months  the  sum  of  $16.30. 
Yours,  very  truly, 

Hugh  S.  Bird, 

Assistant  Treasurer. 

Senator  Calder.  Was  there  more  than  one  account  at  the  Federal 
Bank? 

Mr.  Williams.  He  speaks  here  of  another  account,  I  think. 

May  I  read  a  letter  which  reached  me  this  morning  from  the  second 
assistant  treasurer,  with  whom  I  had  not  discussed  this  matter  at  all  ? 
He  seems  to  have  taken  it  upon  himself,  however,  to  address  me  this 
letter,  which  I  think  is  quite  in  order: 

The  American  Red  Cross, 
Office  of  the  Treasurer,  National  Headquarters, 

Washington,  D.  C,  July  15,  1919. 
Hon.  John  Skelton  Williams, 

Comptroller  of  the  Currency, 

United  States  Treasury  Building,  Washington,  D.  C. 

My  Dear  Mr.  Williams  :  If  the  account  of  Mr.  Poole's  testimony  before  the  Banking 
and  Currency  Committee  yesterday  was  correctly  stated  in  the  Washington  Post  as  to 
the  deposit  and  transfer  of  Red  Cross  funds,  permit  me  to  say  that  Mr.  Poole  has  de- 
liberately given  the  committee  information  tnat  is  not  absolutely  true. 

The  deposit  of  the  funds  in  question  with  the  Federal  National  Bank  and  the  transfer 
immediately  back  to  the  American  Security  <&  TniBt  Co.,  was  made  absolutely  without 
your  knowledge,  and  therefore,  the  question  of  personal  feeling  that  Mr.  Poole  raises 
between  Mr.  Hogan  and  yourself  could  not  enter  into  it  at  all. 

I  also  find  that  our  territorial  foreign  and  insular  division  had  on  deposit  with  the 
Federal  National  Bank  on  March  12  and  13,  1918,  approximately  $7,600  Red  Cross 
funds  in  addition  to  the  $55,900  that  we  reported  to  you  was  on  deposit  there  for  head- 
quarters; whereas  Mr.  Poole  states  that  our  only  account  there  amounted  to  $575. 

1  was  working  on  the  Potomac  Division  account  with  this  Mr.  Andrus,  accountant 
of  the  Potomac  Division  that  Mr.  Poole  names,  to  straighten  out  the  status  of  their 
account  a  month  before  it  was  transferred  to  the  Federal,  and  this  same  Mr.  Andrus 
told  me  that  it  might,  in  all  probability,  be  transferred  to  the  Federal  because  Mr. 
Poole  had  been  selected  chairman  of  the  second  war  drive. 

1  know  that  this  movement  of  funds  created  a  little  stir  in  local  banking  circles,  and 
Mr.  Poole  had  several  explanations  to  make  about  his  part  in  it.  I  also  understood  that 
he  was  rather  active  afterwards  in  trying  to  have  it  transferred  back  to  the  bank. 

I  trust  that  this  bit  of  information  will  assist  you  in  refuting  his  evasive  testimony 
against  you. 

Very  sincerely,  yours, 

E.  C.  Haneke. 

I  shall  be  glad  to  answer  any  questions  that  may  be  asked  me  on 
that  point,  because  I  have  told  you  the  whole  story. 
Senator  Fletcher.  You  knew  nothing  at  all  about  it  ? 
Mr.  Williams.  Nothing  whatever. 
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I  wish,  also,  with  your  permission,  Mr.  Chairman,  at  a  suitable  time 
to  reply  completely  and  iully  to  the  statements  which  Mr.  Poole  and 
Mr.  Hogan  made  in  regard  to  discrimination  against  that  bank,  and 
I  think  I  shall  have  some  testimony  which  mil  be  quite  as  inter- 
esting as  that  which  I  have  just  laid  before  you. 

The  Chairman.  We  will  continue  until  5  o'clock. 

Senator  Calder.  Mr.  Williams,  were  you  treasurer  of  the  Red  Cross 
fund? 

Mr.  Williams.  I  have  been  for  about  four  years,  I  think — four  or 
five  years — treasurer  of  the  American  National  Red  Cross. 

Senator  Calder.  Is  it  possible  for  you  to  advise  the  committee  of 
the  deposits  in  the  different  banks  of  Washington  ? 

Mr.  Williams.  Yes,  sir. 

Senator  Calder.  Of  Red  Cross  funds,  extending  over  the  period  of 
the  greatest  activity  of  the  Red  Cross  ? 

Mr.  Williams.  Certainly. 

Senator  Calder.  I  wish  you  would  do  that,  please. 

Mr.  Williams.  Very  good. 

Senator  Calder.  I  asked  Mr.  Poole  if  Mr.  Bird  was  a  relative  of 
vours,  and  he  said  he  thought  he  was. 

Mr.  Williams.  I  do  not  know  that  he  is  any  nearer  kin  than  a 
great  many  other  people  in  Virginia.  He  is  not  a  near  kinsman  of 
mine.  It  may  be  that  we  are  eighth  or  ninth  cousins,  Senator;  but 
if  we  are  related,  I  do  not  know  what  the  relationship  is.  I  think 
he  mentioned  to  me  last  evening  that  he  was  a  descendant  of  William 
Randolph.  I  happen  to  have  descended  from  that  same  ancestor, 
who  died,  I  think,  about  1720.  He  happened,  I  believe,  also  to  be 
a  descendant  of  Thomas  Jefferson  and  John  Marshall  ana  Robert  E. 
Lee,  and  a  few  others;  but  we  do  not  claim  any  very  near  kinship 
on  that  account. 

The  Chairman.  You  had  a  talk  with  him  last  evening? 

Mr.  Williams.  I  did.  He  was  here  in  the  room,  Senator,  during 
the  session.  I  asked  him  to  come  up  here.  I  thought  it  might  be 
that  the  committee  might  like  to  hear  him.  If  the  committee  should 
like  to  hear  him,  I  should  be  very  happy  to  have  you  request  him  to 
appear.  I  think  I  have  answered  the  question  that  he  is  not  a  near 
kinsman  of  mine. 

Senator  Fletcher.  Is  the  treasurer  of  the  Red  Cross  elected  by  a 
board?    Is  he  elected  or  chosen? 

Mr.  Williams.  I  think  the  treasurer  is  elected  by  our  central 
committee. 

Senator  Fletcher.  He  is  not  necessarily  always  the  Comptroller 
of  the  Currency? 

Mr.  Williams.  I  am  appointed  by  the  President  as  a  member  of 
the  central  committee  of  the  American  Red  Cross  as  representing 
the  Treasury  Department;  and  it  has  been,  I  think  customary  and, 
perhaps,  provided  by  the  regulations  of  the  Red  Cross,  that  the 
man  whom  the  President  nominates  as  the  representative  of  the 
Treasury  on  the  central  committee  should  be  the  treasurer.  It  is, 
anrhow,  the  custom  to  elect  him  the  treasurer  of  the  Red  Cross. 

The  Chairman.  We  will  suit  your  convenience,  Mr.  Williams.  We 
will  suspend  until  to-morrow  morning,  or  you  may  continue  until 
5  o'clock. 
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Mr.  Williams.  I  should  like,  with  your  permission,  gentlemen,  to 
read  you  a  letter  which  I  addressed  on  June  25,  1919,  to  Hon.  Robert 
L.  Owen,  of  the  Banking  and  Currency  Committee,  United  States 
Senate : 

My  Dear  Senator:  At  a  hearing  before  the  Banking  and  Currency  Committee  of 
the  United  States  Senate  on  February  19,  1918,  on  the  question  of  the  confirmation 
of  my  nomination  by  the  President  as  Comptroller  of  the  Currency,  Senator  Weeks 
read  to  the  committee  certain  * ' resolutions' f  alleged  to  have  been  passed  by  certain 
"associations,"  which  he  said  he  had  received,  which  criticised  severely  my  admin- 
istration of  the  office,  and  expressed  strong  approval  of  Mr.  Weeks's  opposition. 

The  Senator  refused  to  reaa  in  my  presence  the  name  of  either  of  the  two  "associ- 
ations" by  which  he  said  these  alleged  "resolutions"  had  been  passed,  until  he 
learned  that  1  was  in  a  better  position  to  check  his  statements  than  he  supposed 
me  to  be.  He  then  admitted  in  response  to  questions  from  me  that  the  first  resolution 
which  he  had  read  was  from  the  Clearing  House  Association  of  Lexington,  Ky.,  and 
he  confided  to  the  committee  that  the  other  resolutions  had  been  passed  by  the  Clear- 
ing House  Association  of  Winchester,  Ky.,  though  he  cautiously  tried  to  conceal 
from  me  the  name  of  this  other  town  whose  "clearing  house"  it  was  falsely  claimed 
had  passed  the  resolutions  which  he,  Senator  Weeks,  had  read  into  the  record. 

I  now  respectfully  ask  your  attention  to  a  letter  which  this  office  has  just  received 
from  a  national  bank  examiner  in  Kentucky,  which  shows  that  the  so-called  "reso- 
lutions" purporting  to  have  been  passed  oy  the  "clearing  house  association"  of 
Winchester,  Ky.,  were  a  gross  imposition  unon  the  Senate  committee,  for  not  only 
were  no  such  resolutions  passed  by  the  clearing  house  association  of  Winchester  but 
as  a  matter  of  fact  there  is  no  clearing  house  association  at  Winchester,  and  never 
has  been,  and  the  alleged  "resolutions"  were  concocted  by  two  junior  local  bank 
officials,  apparently  at  the  instance  or  influence  of  some  person  or  persons  whose 
identity  has  not  yet  been  disclosed,  without  the  knowledge  or  approval  of  the  presi- 
dents and  directors  of  the  national  banks  whose  attitude  they  thus  deliberately  mis- 
represented in  their  attempt  to  deceive  the  Senate  committee  and  injure  me. 

The  national  bank  examiner  in  the  letter  referred  to  says: 

"  During  a  regular  examination  of  the  Citizens  National  Bank  of  Winchester,  Ky.. 
commenced  on  June  11,  1919,  the  following  facts  developed  which  I  think  should  be 
called  to  your  attention: 

"My  assistant,  G.  K.  Burrows,  handed  me  the  cash  items  and  bank  clearings  for 
my  inspection.  I  asked  the  cashier,  W.  T.  Fynter  (who  is  not  a  director  in  the  bank) 
at  what  time  the  "  clearing  house' '  met,  as  I  wished  to  present  these  items  on  the  other 
banks  in  the  same  city  for  collection  and  verification.  My.  Pynter  said  there  was 
no  clearing  house  in  the  city  of  Winchester  and  never  had  oeen.  I  asked  him  then 
why  it  was  that  certain  resolutions  had  been  represented  as  having  been  passed  by 
'the  clearing  house  association  at  Winchester,  Ky.,'  requesting:  the  United  States 
Senate  not  to  confirm  the  nomination  of  Mr.  Williams  as  Comptroller  of  the  Currency. 
He  became  greatly  confused  and  then  explained  that  'he  and  Hampton' — Hampton 
is  a  teller  of  the  Clark  County  National  Bank  at  Winchester — 'had  gotten  together' 
and  had  those  alleged  resolutions  reported  as  passed  by  a  clearing  house  association 
that,  he  admitted  had  never  existed,  because  he  said  he  had  gotten  tired  of  making 
out  the  detailed  reports  called  for  from  Washington  and  added  rather  excitedly  that 
he  was  a  Republican  anyhow. 

He  exonerated  President  Simpson  and  Vice  President  Gardner  and  Director 
Scobie,  who  just  then  were  assembling  for  their  regular  monthly  meeting,  from  havine 
had  anything  to  do  with  the  "resolution."  and  in  my  presence  they  all  spoke  up  and 
informed  me  that  they  knew  nothing  whatever  about  the  alleged  resolutions  and 
did  not  approve  of  them.  Mr.  Pynter  said  that  he  copied  his  so-called  "resolution" 
from  the  one  passed  by  the  Lexington  (Ky.)  Clearing  House  Association. 

On  the  following  day  I  commenced  an  examination  of  the  Clark  County  National 
Bank,  the  only  other  national  bank  in  Winchester,  and  Mr.  R.  F.  Taylor,  the  cashier, 
informed  me  that  he  was  away  from  home  at  the  time  that  this  resolution  was  alleged 
to  have  been  passed;  that  there  was  no  clearing  house  association  in  Winchester,  Ky.; 
that  he  was  sorry  such  a  thing  should  have  happened  and  that  if  he  had  been  at  home 
at  the  time  it  could  not  have  happened.  President  Goff  and  Director  Barrow  of  this 
bank  also  stated  that  they  knew  nothing  of  any  such  action,  nor  did  they  approve  of 
it.    #    *    * 

I  have  yet  my  first  bank  to  examine  in  which  the  directors  disapprove  of  the  man- 
agement of  the  comptroller's  office,  strict  examinations,  or  to  the  details  asked  for  in 
your  public  reports.    On  the  contrary,  directors  want  the  information  themselves, 
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and  in  almost  every  instance  the  objections  come  from  minor  officers  or  clerks  who 
have  to  make  the  reports  out,  and,  like  everything  else  that  is  done  well,  this  requires 
care  and  accuracy. 

Comment  upon  such  a  disgraceful  attempt  to  deceive  and  impose  upon  a  com- 
mittee of  the  United  States  Senate  seems  superfluous. 

Now,  as  to  the  resolutions  of  the  Lexington  Clearing  House  Association: 

As  a  prelude  to  Senator  Weeks's  introduction  of  these  two  alleged  Winchester  and 
Islington  " Resolutions"  he  made  the  following  statement  to  the  Senate  committee: 

"  I  have  not  had  a  communication  with  a  national  bank,  as  far  as  I  can  remember, 
for  five  years — having  been  a  national  banker  and  being  on  this  committee  I  have 
had  a  great  many  communications — I  have  not  had  a  single  word  that  I  recall  which 
has  not  been  critical  of  the  comptroller." 

That  statement  was  made  by  nim  deliberately,  and  the  record  shows  that  in  mak- 
ing it  he  uttered  an  untruth.  For  at  the  very  time  he  made  the  statement  above 
quoted  he  had  in  his  possession,  freshly  received,  a  communication  dated  February 
14,  1919,  from  the  president  of  the  largest  and  strongest  national  bank  in  Lexington, 
and  former  president  of  the  Kentucky  Bankers  Association,  which  not  only  was  not 
critical  of  tne  Comptroller  of  the  Currency  but  which,  written  without  the  comr>- 
troller's  knowledge  or  solicitation,  vigorously  protested  against  Mr.  Weeks's  oppoav 
tion  to  the  nomination  and  strongly  commended,  not  in  only  a  "single  word,  but 
at  length,  my  administration  of  this  office. 

The  writer  of  that  letter  said  to  Mr.  Weeks,  among  other  things,  in  a  way  which 
must  necessarily  have  impressed  the  letter  upon  the  latter's  ordinarily  alert  memory: 

"I  notice  that  you  strongly  oppose  the  confirmation  of  Comptroller  Williams  for 
reappointment  on  the  ground  that  he  is  arbitrary  and  technical,  and  altogether 
unsatisfactory  to  the  bankers  of  the  country.  I  wish  to  say  that  I  have  been  employed 
in  this  institution  for  upward  of  40  years.  During  that  long  time  I  have  seen  many 
comptrollers  come  and  go,  and  I  am  frank  to  say  that  it  is  my  deliberate  judgment 
that  no  more  capable  man  has  ever  occupied  the  position.    *    *    * 

"He  has  imposed  no  conditions  which  this  bank  could  not  readily  comply  with, 
and  so  far  as  I  am  concerned  the  more  nearly  my  bank  is  compelled  to  comply  with 
the  provisions  of  the  national  banking  act,  the  better  I  am  pleased.    *    *    * 

"A  comptroller  who  requires  compliance  with  its  provisions,  both  as  to  the  letter 
and  spirit  of  the  act,  is  the  kind  of  comptroller  I  should  like  to  see  there  all  the  time, 
and  this  I  know  Mr.  Williams  to  be.    *    *    * 

"1  would  like  to  say  that  I  am  a  rock-ribbed  McKinley  Republican  and  always 
expect  to  be  *  *  #  so  that  you  will  readily  see  that  nothing  political  could  have 
influenced  me  to  presume  to  write  this  letter  *  *  *  but  being  firmly  convinced 
of  his  value  as  a  public  servant  I  have  determined  in  this  way  to  register  my  protest 
against  the  effort  to  defeat  Comptroller  William's  confirmation." 

That  Mr.  Weeks,  in  view  of  this  emphatic  record,  should,  for  the  purpose  of  injuring 
or  discrediting  the  comptroller,  have  made  a  statement  so  untrue  is  somewhat  sur- 
prising. It  was  hardly  to  be  supposed  that  a  United  States  Senator  would  allow  his 
groundless  antagonism  to  one  who  has  done  him  no  wrong  to  impel  him  to  attempt 
to  deceive  his  colleagues  on  a  Senate  committee  by  an  assertion  so  unjustifiable  and  so 
false. 

The  Chairman.  What  is  your  evidence  that  Senator  Weeks  had 
possession  of  that  letter  at  the  time  he  made  that  statement  ? 

Mr.  Williams.  I  will  come  to  that,  Senator.  (Continuing  read- 
ing): 

It  was  a  few  minutes — 

I  am  glad  you  asked  that  question,  Senator,  right  there,  because 
I  can  answer  it  immediately. 

It  was  a  few  minutes — 

not  a  few  days — 

a  lew  minutes  after  Mr.  Weeks  had  declared  to  the  committee  that  he  did  not  recall 
"a single  word  which  has  not  been  critical  of  the  comptroller  "  among  the  many  letters 
he  claimed  to  have  received,  that  he  sought  to  put  into  the  record,  anonymously,  the 
alleged  resolutions  from  the  "clearing  house''  of  Lexington  and  Winchester.  After 
he  discovered  that  something  was  known  of  these  so-called  resolutions,  one  of  which 
ha*  now  been  shown  to  have  been  a  "fake,"  and  after  the  comptroller  had  read  a 
letter  from  the  president  of  the  national  bank  in  Lexington  referred  to,  regarding 
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the  letter  which  that  official  had  written  Mr.  Weeks  remonstrating  against  his  opposi- 
tion to  the  comptroller's  confirmation,  Mr.  Weeks  then,  and  then  only,  apologetically 
stated  to  the  committee: 

14  Well,  Mr.  Chairman,  I  have  a  memorandum  of  Mr.  StoU's  letter  to  me,  which, 
in  justice  to  Mr.  Williams,  I  was  going  to  mention,  because  I  noted  that  it  came  from 
Lexington,  Ky.,f 

The  Chairman.  He  produced  the  letter. 

Mr.  Williams.  He  did  not  produce  it,  Senator. 

The  Chairman.  He  told  the  committee  he  had  one  letter  com- 
mending you? 

Mr.  Williams.  Not  until  after  I  brought  this  matter  out. 

The  Chairman.  After  you  brought  out  the  matter  of  the  resolutions 
adopted  by  the  clearing  houses  ? 

Mr.  Williams.  Yes,  sir. 

Senator  Fletcher.  He  then  called  attention  to  the  letter  that  he 
had  received  from  the  bank  ? 

Mr.  Williams.  He  had  said,  Senator,  "I  have  never  received  a 
letter  that  was  not  critical  of  the  comptroller."  And  then  I  brought 
out  the  correspondence  with  Lexington,  and  after  I  had  brought  out 
the  fact  that  this  letter  was  from  Lexington,  then  he  made  that  state- 
ment— "I  was  going  to  call  attention  to  it."  But  it  was  after  he 
said  that  he  had  never  received  a  letter  that  was  not  critical  of  the 
comptroller. 

The  Chairman.  Had  you  given  to  the  committee  this  letter  from 
the  banker  ? 

Mr.  Williams.  I  am  coining  to  that  now. 

The  Chairman.  Before  Senator  Weeks  called  the  attention  of  the 
committee  to  the  fact  that  he  had  one  letter? 

Mr.  Williams.  He  had  denied  that  he  had  received  any  communi- 
cation that  was  not  critical. 

The  Chairman.  Yes. 

Mr.  Williams.  Then  I  drew  attention  to  the  facts.  I  think  Sen- 
ator Fletcher  asked,  "Is  that  from  Lexington,  Ky."  ?  Do  you  recall, 
Senator  ? 

Senator  Fletcher.  Yes;  I  do. 

Mr.  Williams.  And  then  Senator  Weeks — the  testimony  is  here, 
and  I  would  be  very  glad  to  read  that  in  right  here  if  you  would  like. 

The  Chairman.  Oh,  no;  go  ahead.  If  the  record  shows  this, 
there  is  no  use  in  continuing  it  any  further. 

Mr.  Williams  (continuing  reading) : 

That  was  the  only  reference  Mr.  Weeks  made  to  the  letter  he  had  just  received, 
protesting  against  his  continuing  his  opposition,  and  commending  so  warmly  the  work 
and  administration  of  the  office  of  the  Comptroller  of  the  Currency,  and  as  he  closed 
his  testimony  without  producing  that  letter  the  comptroller  subsequently  submitted 
to  the  committee  a  copy  of  that  letter  to  Mr.  Weeks  wnich  the  Senator  had  so  recently 
received  and  which  he  admitted  he  had  " noted  "  as  coming  from  "Lexington,"  and 
which  was,  therefore,  fresh  in  his  memory  at  the  time  he  falsely  claimed  he  could 
not  recall  "a  single  word  that  was  not  critical  of  the  comptroller." 

The  matter  of  a  single  letter  of  course  is  not  important  of  itself.  In  this  instance, 
however,  this  letter  taken  with  the  circumstances  connected  with  it  has  serious 
significance.  It  seems  to  prove  that  Mr.  Weeks 's  memory  fails  to  function  efficiently 
on  points  favorable  to  my  fitness  to  be  comptroller,  but  it  is  vividly  retentive  of  every 
scrap  of  anonymous  suggestion  or  bit  of  floating  fretfulness  he  can  gather  to  support 
his  contention  that  the  comptroller  is  as  he  charged,  "temperamentally  unfit."  It 
suggests  that  even  he  may  doubt  the  value  of  opinion  based  on  rejection  of  the  evi- 
dence of  one  side  and  inflation  of  that  on  the  other  side.  It  indicates  that  such 
opinion  was  entitled  to  little  weight  even  aided  by  the  dignity  of  a  senatorship  from 
Massachusetts  and  can  not  command  much  respect  even  by  the  pathos  of  its  expression 
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as  a  "Swan  Song/'  as  the  now  ex-Senator  described  his  fervent  appeal  before  the 
Senate  committee,  preceding  his  retirement,  by  request  of  his  constituents. 

In  the  light  of  this  incident,  as  set  forth  in  the  official  record,  the  statement  made 
by  Mr.  Weeks  before  the  committee,  and  which  is  quoted  above,  that  he  had  received 
"a  great  many  communications"  criticizing  the  Comptroller  of  the  Currency,  calls  for 
corroboration,  particularly  in  view  of  my  direct  challenge  to  him  before  the  Senate 
the  Senate  committee  to  produce  every  letter  and  every  complaint  which  had  ever 
reached  him  in  criticism  of  the  comptroller,  and  the  late  Senator's  apparent  inability 
to  produce  anything  to  show  the  slightest  foundation  for  his  vaunting  assertions. 

As  a  matter  of  fact,  despite  his  malevolent  efforts  to  discredit  or  injure  and  his 
anxiety  to  give  to  his  protest  all  the  force  that  he  could  summon,  it  appears  by  the 
record  that  he  was  able  to  bring  before  the  committee  only  two  letters  of  criticism 
from  all  the  7,800  national  banks  and  20,000  executive  officers  of  such  banks,  one  of 
which  he  admitted  was  anonymous — from  a  man  whose  name  he  did  not  know,  and 
who.  it  might  be  inferred,  was  too  cowardly  to  communicate  with  him  directly.  The 
other  letter  which  he  read  to  the  committee  was,  he  said,  from  a  "banker1';  but  the 
only  objection  that  banker  gave  to  my  administration  was  based  upon  certain  recom- 
mendations made  in  the  comptroller  b  annual  report  to  the  Congress — with  especial 
reference  to  limitations  advocated  by  the  comptroller  upon  a  national  bank's  loans 
to  its  own  officers  and  directors. 

Those  two  letters,  supplemented  by  a  few  newspaper  articles  furnished  by  a  dis- 
credited local  bank  official,  with  whom  it  appears  Mr.  Weeks  was  collaborating  and 
who  had  planned  a  paid-for  propaganda  against  the  comptroller's  office,  have  fur- 
nished largely  the  basis  for  his  unjust  and  invidious  attack. 

I  feel  it  my  duty  to  bring  these  facts  before  you  for  your  own  information  and  for 
the  information  of  the  Senate  committee,  which  has  been  so  grossly  imposed  upon. 
Faithfully,  yours, 

Jno.  Skeltok  Williams. 

The  Chairman.  You  do  not  know  what  knowledge  Senator  Weeks 
had  of  the  genuineness  of  these  resolutions  ? 

Mr.  Williams.  I  do  not.  I  have  given  you  the  facts  within  my 
knowledge  in  the  statement  in  that  letter,  sir. 

The  Chairman.  You  do  not  intimate  that  he  knew 

Mr.  Williams.  I  do  not  know  what  he  knew  about  them.  I  knew 
he  stated  that  he  was  unwilling  to  give  the  name  of  the  other  associa- 
tion there.  That  testimony  in  the  record  will  show  that  he  made  that 
statement. 

The  Chairman.  You  said  that  one  was  a  fake;  and  then  you  did 
not  complete  your  statement  with  regard  to  the  other. 

Mr.  Williams.  The  other  one — you  mean  Lexington  ? 

The  Chairman.  Yes. 

Mr.  Williams.  By  your  leave  I  will  read  this  letter. 

The  Chairman.  Can  you  not  abbreviate  it,  Mr.  Williams  ? 

Mr.  Williams.  It  is  not  long,  Senator.  It  bears  directly  upon  it. 
[Reading:] 

Treasury  Department, 
Washington,  March  25,  1919, 
ilr.  J.  R.  Downing, 

Vice  President  and  Cashier 

Phoenix  &  Third  Na'ional  Bank,  Lexington,  Ky. 

Dear  Sir:  I  have  your  letter  of  the  21st  instant,  acknowledging  receipt  of  copy  of 

my  letter  of  March  1  to  Representative  McFadden  and  of  a  memorandum  containing 

excerpts  from  testimony  before  the  Banking  and  Currency  Committee  of  the  Senate. 

You  inform  me  that  you  were  "an  active  applicant  for  the  position  of  Comptroller 

»f  the  Currency  "  at  the  time  I  first  received  my  appointment  as  comptroller;  that  you 
are  not  at  this  time  president  of  the  Lexington  Clearing  House  Association,  and  were 
not  in  the  State  at  the  time  that  the  clearing  house  association  passed  a  resolution  con- 
demning my  administration  of  this  office.  But  you  add,  "in  view  of  the  delicate 
situation  in  which  I  (you)  would  have  been  placed  1  (you)  might  add  that  should  I 

you)  have  been  present  at  the  meeting  I  (you)  would  have  asked  to  be  excused  from 
voting,"  and  you  ask  me  to  "accept  this  explanation  in  the  spirit  in  which  it  is  sent." 
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I  was  not  aware  that  you  are  or  had  been  the  president  of  the  Lexington  Clearing 
House  Association,  nor  had  it  been  brought  to  my  notice  that  you  are  vice  president 
and  cashier  of  the  Phoenix  &  Third  National  Bank,  but  now  that  you  remina  me  of  it. 
I  do  recall  that  you  were  "an  active  applicant  for  the  position  of  Comptroller  of  the 
Currency  at  the  time  you  (I)  were  first  appointed." 

The  McFadden  letter  to  which  you  referred  was  mailed  by  my  authority  to  the  presi- 
dents of  several  clearing  house  associations,  listed  as  such,  and  you  were  included  in 
that  way. 

The  resolution  which  was  adopted  by  the  Lexington  Clearing  House  Association 
(only  one  other  national  bank  in  addition  to  your  own,  as  I  understand  it,  voting  in 
favor  of  it)  declared  "that  this  association  would  regard  the  confirmation  of  the  nomi- 
nation of  Mr.  Williams  unfortunate  for  the  banking  interests  of  the  United  States  for 
the  reasons  that  there  exists,  whether  justly  or  unjustly,  great  antagonism  between 
Mr.  Williams  and  the  banks  of  the  country,  and  great  dissatisfaction  with  the  manner 
and  method  of  the  administration  of  his  office"    *    *    * 

Referring  to  the  meeting  at  which  the  above  resolution  was  offered  you  now  inform 
me  that  "in  view  of  Hie  delicate  situation  in  which  you  (I)  would  have  been  placed  I 
(you)  might  add  that  should  I  (you)  have  been  present  at  the  meeting  I  (you)  would 
have  asked  to  be  excused  from  voting." 

I  assume  from  this  statement  of  yours  that  you  approve  of  the  "  great  antagonism  " 
directed  against  this  office  and  the  "great  dissatisfaction  with  the  manner  and  method 
of  the  administration  "  of  this  office,  asserted  by  that  resolution,  for  otherwise  I  assume 
that  recognizing  the  injustice  of  such  a  declaration  you  would  have  been  quick  to 
denounce  it  and  to  vote  in  opposition  to  it,  as  did,  1  understand,  all  the  national  banks 
in  Lexington  other  than  your  bank,  with  but  a  single  exception. 

Neither  you  nor  your  clearing  house  association  have  pointed  out  what  actions  of 
this  office  or  what  methods  have  caused  the  "great  antagonism"  and  "great  dissatis- 
faction'7 which  your  clearing  house  association  claims  existed. 

If  agreeable  to  your  clearing  house  association,  I  should  be  interested  to  see  a  copy 
of  the  letter  to  ex-Senator  Weeks  which  conveyed  to  the  latter  the  copy  of  the  resolu- 
tion presented  by  Mr.  Weeks  to  the  Senate  committee,  if  you  will  furnish  it.  The 
letter  of  transmittal  was  not  presented  by  the  ex- Senator  to  the  committee,  and  he 
furthermore  concealed  the  identity  of  the  clearing  house  association  which  he  said 
had  passed  the  resolutions  until  when  challenged  by  a  Senator  he  learned  to  his  ap- 
parent surprise  that  their  origin  had  been  uncovered  and  he  then  admitted  that  they 
came  from  Lexington. 

J  think  I  can  understand  that  in  conservative  and  established  communities  like 
Lexington  and  Winchester  personal  relationships  are  strong  and  chagrin  for  the 
defeat  of  the  entirely  proper  aspirations  of  an  enterprising  and  respected  citizen,  as 
I  have  no  doubt  you  are,  is  yet  alive  even  after  six  years.  Of  the  boards  of  directors 
of  more  than  28,000  banks,  trust  companies,  and  clearing  house  associations  in  the 
country,  none  but  the  boards  of  those  two  clearing  house  associations,  as  far  as  I  am 
advised,  have  adopted  resolutions  or  taken  any  action  against  the  present  comptroller. 
I  could  not  imagine  the  reason  for  the  apparent  antagonism  until  reminded  by  you 
of  your  former  candidacy  for  the  place  I  hold. 

Probably  it  did  not  occur  to  the  gentlemen  who  adopted  these  resolutions  that  in 
undertaking  to  show  their  zealous  friendship  for  you  they  were  doing  me  an  injustice 
and  doing  what  they  could  to  injure  me,  although  I  had  done  them  no  harm,  given 
them  no  cause  of  offense  and  was  not  even  personally  responsible  for  my  own  appoint- 
ment. I  hope,  for  their  own  sakes,  they  aid  not  consider  their  actionvery  carefully 
nor  stop  to  realize  the  unpleasant  position  in  which  it  placed  them. 

Allow  me  to  say  in  conclusion  that,  unlike  yourself,  I  have  never  been  "an  active 
applicant  for  the"  position  of  Comptroller  of  the  Currency, "  or  any  other  kind  of  an 
applicant  for  this  or  any  other  office.  As  a  matter  of  fact,  I  declined  this  office  when  I 
was  first  honored  by  having  it  tendered  to  me,  but  when  offered  the  second  time,  five 
years  ago,  I  accepted  it  in  the  hope  that  my  experience  and  services  might  be  of  some 
value  to  an  administration  which  it  was  my  earnest  desire  to  aid  in  any  way  I  could. 
Yours,  very  truly, 

Jno.  Sk elton  Williams. 

In  conclusion,  Mr.  Chairman,  with  your  permission,  as  on  the  per 
contra  of  these  two  resolutions,  one  the  fake  resolution  from  Win- 
chester and  the  other  the  resolution  passed  on  the  vote  of  two  national 
banks  with  the  assistance  of  State  banks  at  Lexington,  I  would  like 
to  read  to  you  this  letter  that  came  to  me  through  the  mail. 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  385 

The  Chairman.  Do  you  want  to  go  on  in  the  morning  ? 

Mr.  Williams.  I  will  finish  this  and  dispose  of  this  particular 
subject. 

Tne  Chairman.  Do  you  want  to  go  on  in  the  morning  ? 

Mr.  Williams.  What  is  your  pleasure,  Senator  ? 

The  Chairman.  It  is  for  the  committee  to  say. 

Mr.  Williams.  In  view  of  the  fact  that  as  I  understand  it  you 
will  probably  want  to  take  up  the  reply  to  Mr.  Hogan  to-morrow,  or 
the  next'  time  you  go  oil,  it  might  be  well  to  wait  until  day  after 
to-morrow  to  give  me  a  little  time.  I  have  not  had  a  printed  copy 
of  the  testimony  until  a  few  minutes  ago.  If  it  is  agreeable  to  tne 
committee  I  would  appreciate  it  if  you  would  let  it  go  over  until 
Friday. 

I  will  close  with  a  very  short  letter.  I  am  going  to  take  the  liberty 
of  simply  laying  before  the  committee  this  letter  and  a  couple  of 
telegrams 

The  Chairman.  I  suggest  that  you  put  these  in  without  reading 
them,  Mr.  Williams. 

Mr.  Williams.  It  will  only  take  me  about  two  minutes,  Mr. 
Chairman.     [Reading:] 

Mr.  Festus  J.  Wade,  president  of  the  Mississippi  Valley  Trust  Co.,  of  St.  Ixmis,  which 
is  dow  one  of  the  largest  if  not  the  largest  trust  company  in  the  West,  has  furnished 
me  the  following  copy  of  a  letter  addressed  by  him  voluntarily,  to  a  member  of  the 
United  States  Senate: 

"1  am  closing  the  twentieth  year  in  the  banking  business.  During  that  period  of 
time  I  have  given  a  great  deal  of  attention  to  matters  financial,  in  a  national  way. 
As  a  member  of  the  Currency  Commission  of  the  American  Bankers'  Association,  as 
president  of  the  Mercantile  National  Bank,  and  as  president  of  the  St.  Louis  Clearing 
House  for  two  years,  it  was  within  my  province  to  have  an  intimate  acquaintance 
with  the  four  gentlemen  who  held  the  position  of  Comptroller  of  the  Currency  during 
that  period,  namely,  Messrs.  Eccles,  Ridgely,  Murray,  Williams. 

"I  can  unhesitatingly  say,  without  casting  any  reflection  on  the  other  gentlemen, 
that  the  Hon.  John  Skelton  Williams  has  made  the  most  efficient  comptroller  of  all 
of  the  above  that  preceded  him.  ' 

'If  this  were  merely  a  personal  opinion  that  could  not  be  borne  out  by  facts,  then 
it  would  be  regarded  as  an  ordinary  letter  of  commendation,  but  the  underlying 
principle,  the  fundamental  principle  upon  which  the  office  of  the  Comptroller  of  the 
Currency  is  based  is  to  avoid  failures,  pursue  the  dishonest  or  incompetent,  and  to 
protect  the  depositor  and  stockholder  of  the  national  banking  system.  This  John 
Skelton  Williams  has  done  to  a  superlative  degree,  but  in  doing  so  necessarily  made 


if  you  do  1  feel  confident  your  sense  of  justice  will  impel  you  to  vote  for  nis  confirma- 
tion. 

'I  am  writing  this  letter  without  the  knowledge  or  consent  of  Mr.  Williams  and 
to  show  that  it  is  not  a  new  thought  1  send  you  a  copy  of  a  telegram  which  1  sent  Mr. 
Williams  last  February: 

'"If  there  be  any  doubt  about  your  confirmation  I  would  be  pleased  to  go  to  Wash- 
ington to  testify  you  made  the  best  comptroller  during  my  20  years  experience.' 

"The  whole  and  sole  purpose  of  my  writing  to  you  is  to  see  that  justice  is  done  to 
a  conscientious,  painstaking,  hard-working  public  official. 

"With  kind  regards. 
"Yours  very  truly," 

Senator  Calder.  Is  that  gentleman  one  of  the  governors  of  the 
Federal  reserve  bank  ? 
Mr.  Williams.  I  think  he  is  not,  Senator. 
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I  will  also  take  the  liberty  of  reading  the  inclosed  copy  of  a  telegram 
which  was  forwarded  to  me  from  St.  Louis.  It  appears  to  have  oeen 
addressed  to  a  member  of  the  Senate.     It  says: 

St.  Louis,  July  t,  1919. 

We  strongly  recommend  John  Skelton  Williams  for  confirmation  as  comptroller 
and  do  hope  you  will  vote  for  him. 

Walker  Hill, 
,      President,  Mechanics-American  National  Bank. 

t  Edward  B.  Prtor, 
President,  State  National  Bank. 

F.  O.  Watts, 
President,  Third  National  Bank. 
John  G.  Lonsdale, 
President,  National  Bank  of  Commerce. 
N.  A.  McMillan, 
President,  St.  Louis  Union  National  Bank. 
Breckenridge  Jones. 

I  would  say  that  the  resources  of  those  particular  institutions 
aggregate,  I  think,  approximately  $350,000,000  and  the  telegram 
includes  among  its  signers  two  former  presidents  of  the  American 
Bankers'  Association. 

I  thank  you. 

The  Chaibman.  The  committee  will  adjourn  until  Friday  morning 
at  10  o'clock. 

(Whereupon,  at  5.03  o'clock  p.  m.,  the  committee  adjourned  until 
Friday,  July  18,  1919,  at  10  o'clock  p.  m.) 
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FRIDAY,  JTXLY   18,   1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  D.  C. 

The  committee  met  pursuant  to  adjournment, at  10.10  o'clock  a.m., 
in  the  committee  room,  Senate  Office  Building,  Senator  George  P. 
McLean,  presiding. 

Present:  Senators  McLean  (chairman),  Page,  and  Gronna. 

Prsent  also:  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Currency ;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency ;  fion.  John  E.  Laskey,  United  States  Attorney  for  the  Dis- 
trict of  Columbia ;  and  others. 

The  Chairman.  The  committee  will  be  in  order. 

STATEMENT  OF  HON.  JOHN  E.  LASKEY,  TOTTED  STATES  ATTOR- 
NEY FOR  THE  DISTRICT  OF  COLUMBIA. 

Mr.  Laskey.  Mr.  Chairman  and  Senators,  I  am  the  United  States 
Attorney  for  the  District  of  Columbia,  and  have  been  such  since 
October,  1914.  I  was  district  attorney  all  during  the  year  1915,  and 
as  district  attorney  signed  the  indictment  in  the  case  of  the  United 
States  against  Charles  G.  Glover,  William  J.  Flather,  and  H.  H. 
Flather. 

Mr.  Williams,  through  Mr.  Adkins,  spoke  to  me  about  the  fact 
that  Mr.  Hogan  testified  in  the  hearing,  and  that  he  would  like  to 
have  me  come  up  and  hear  what  Mr.  Hogan  had  to  say.  I  told  Mr. 
Adkins  that  I  was  not  particularly  interested  in  what  Mr.  Hogan 
might  say,  and  that  I  could  not  come,  but  that  I  knew  it  to  be  a 
fact  that  Mr.  Williams  did  not  influence  the  bringing  of  the  indict- 
ment, or  attempt  to  influence  the  bringing  of  the  indictment,  or  to 
control  its  disposition  after  it  was  brought,  and  if  he  wanted  those 
wacts  to  appear  of  record  I  was  perfectly  willing  to  come  up  here 
and  state  them  as  facts.  I  saw  Mr.  Williams  in  the  hall  the  day  of 
the  President's  appearance  before  the  Senate,  and  told  him  the  V) 
same  thing.  He  told  me  he  would  like  to  have  me  come,  and  as  a  ^* 
consequence,  I  think,  he  told  the  chairman  to  ask  me  to  come,  and 
I  am  here. 

The  indictment  against  the  three  defendants  was  predicated  upon 
the  fact  that  in  the  equity  cause  which  was  pending  before  Mr. 
Justice  McCoy  an  affidavit  was  filed  by  the  defendants  known  as  the 
Wesley  Bennett  affidavit,  which  contained  as  part  of  it  a  transcript 
of  the  record  of  the  transactions  had  between  the  Riggs  National 
Bank  and  the  brokerage  firm  of  Lewis  Johnson  &  Co. 
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When  counsel  for  the  defendants  was  about  to  read  that  affidavit 
there  was  objection  made  on  the  part  of  counsel  for  the  Biggs  bank, 
who  said  they  had  not  been  served  with  a  copy  of  it,  and  they  ob- 
jected to  its  being  read.  Explanation  was  made  as  to  why  they 
were  not  served  with  a  copy,  and  the  court  said  he  would  hear  the 
affidavit  and  give  counsel  an  opportunity  to  reply  thereto. 

Next  day  the  plaintiffs,  through  Senator  Bailey,  produced  an  affi- 
davit, and  stated  that  it  was  filed  in  answer  to  the  affidavit  of  Wesley 
Bennett.  He  did  not  say  that  in  words,  but  that  was  the  substance 
of  it.    I  have  a  copy  of  that  affidavit. 

Senator  Page.  May  I  ask  if  we  are  to  take  up  this  Glover  fight 
here  further  in  regard  to  this  case  ? 

Mr.  Laskey.  I  do  not  know  to  what  extent  you  want  me  to  go 
into  it. 

Senator  Page.  That  is  the  point.  To  what  extent  do  you  expect 
to  go  into  it? 

Mr.  Laskey.  I  want  to  go  into  it  to  the  necessary  extent  to  show 
that  Mr.  Williams  did  not  endeavor  to  influence  the  bringing  of  this 
indictment,  that  he  did  not  influence  the  bringing  of  it,  and  did  not 
attempt  to  control  it  after  it  was  brought. 

Senator  Page.  Are  you  sure  you  can  prove  a  negative  of  that 
kind? 

Mr.  Laskey.  So  far  as  I  am  concerned ;  yes,  sir. 

Senator  Page,  You  mean  so  far  as  you  are  concerned  you  have  no 
knowledge. 

Mr.  Laskey.  I  do  not  purport  to  speak  for  others. 

Senator  Page.  You  do  speak  for  others  when  you  say  you  know  no 
influence  was  brought. 

Mr.  Laskey.  On  me ;  yes. 

Senator  Page.  You  qualify  it  in  that  way  ? 

Mr.  Laskey.  Certainly.    I  was  only  intending  to  speak  that  far. 

That  affidavit  statecf  that  "  the  said  bank  never  at  any  time  bought 
or  sold  any  stock  whatever  from  or  through  the  firm  of  Lewis  John- 
son &  Co. ;  that  the  Riggs  National  Bank  never  at  any  time,  from  its 
organization  to  the  present,  ever  made  a  short  sale  of  stock  to  or 
through  Lewis  Johnson  &  Co.;  that  if  there  are  any  entries  on  the 
books  of  the  bank  or  firm  of  Lewis  Johnson  &  Co.  which  purport  to 
show  that  the  Eiggs  National  Bank  bought  stock,  sola  stock  or 
made  short  sales,  those  entries  are  false. 

At  the  time  the  affidavit  was  read,  or  the  day  after  it  was  presented, 
it  was  called  to  the  attention  of  the  court  that  it  was  a  serious  matter, 
that  it  presented  a  direct  contradiction  between  the  two  affidavits,  and 
either  one  was  false  or  the  other  was  false. 

After  the  argument  of  the  case  was  over,  the  court,  Mr.  Justice 
McCoy,  spoke  to  me  about  that  affidavit,  and  stated  that  in  his  opin- 
ion it  "was  a  matter  to  be  presented  to  the  grand  jury.  There  was  an 
investigation  made,  the  records  of  the  bank  were  searched  to  trace 
the  stock  transactions  referred  to  in  the  Wesley  Bennett  affidavit,  and 
the  results  of  those  investigations  were  communicated  to  me.  It  was 
my  duty,  of  course,  to  consider  whether  or  not  that  affidavit  was  false, 
and  whether  it  was  willfully  false.  I  conferred  with  the  then  At- 
torney General,  Mr.  Gregory,  and  in  an  interview  I  had  with  him.  at 
which  no  one  was  present  but  him  and  myself,  he  stated  that  it  was 
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for  us — that  is,  himself  and  myself — to  determine  whether  or  not  the 
matter  should  be  presented  to  the  grand  jury,  and  that  he  would  rely 
.  upon  my  judgment,  after  an  investigation  of  the  facts,  as  to  whether 
or  not  the  affidavit  was  false,  and  willfully  false. 

I  made  such  an  investigation,  and  told  him  that  in  my  opinion  it 
was  willfully  false.  He  told  me  then  to  proceed  as  I  would  in  any 
other  criminal  case,  and  said  that  if  I  needed  any  assistance  from 
the  department  he  would  give  it  to  me.  I  told  him  I  would  like  to 
have  Mr.  Fitts  participate  in  the  case,  and  he  said  he  would  assign 
him  to  it. 

The  matter  was  presented  to  the  grand  jury  and  the  grand  jury 
presented  the  defendants. 

The  Chairman.  Who  testified  before  the  grand  jury? 

Mr.  Laskey.  I  can  not  from  memory  tell  you  all  the  witnesses. 
Mr.  Ailes  was  a  witness,  Mr.  Trimble  was  a  witness,  Mr.  Sherrill 
Smith  was  a  witness 

The  Chairman.  Did  Mr.  Trimble  represent  the  comptroller? 

Mr.  Laskey.  No,  sir.    He  was  a  witness  as  to  facts. 

The  Chairman.  He  was  an  examiner? 

Mr.  Laskey.  Oh,  yes;  he  was  an  examiner. 

The  Chairman.  From  the  comptrollers^  office  ? 

Mr.  Larkey.  So  was  Mr.  Smith.  Mr.  Lammond,  Miss  Sheehy, 
the  clerk  in  Mr.  Hogan's  office,  before  whom  the  affidavit  was  made ; 
clerks  from  the  clerk's  office  of  the  Supreme  Court  of  the  District 
who  produced  the  papers ;  and  the  stenographers  who  had  taken  the 
record  of  the  proceedings. 

The  Chairman.  Did  you  know  at  that  time  that  the  affidavit  was 
drawn  by  Mr.  Hogan? 

Mr.  Laskey.  That  it  was  drawn  by  him  ? 

The  Chairman.  Yes. 

Mr.  Laskey.  Yes,  sir. 

The  Chairman.  And  you  had  heard  his  explanation? 

Mr.  Laskey.  Yes,  sir. 

The  Chairman.  Notwithstanding  that  you  thought  that  it  was 
willful? 

Mr.  Laskey.  Yes,  sir. 

The  Chairman.  On  the  part  of  the  officers? 

Mr.  Laskey.  Yes,  sir.  And  I  was  led  to  that  conclusion  by  the 
fact  that  these  officers  must  have  had  an  object  in  stating  that  Kiggs 
National  Bank  had  not  bought  stocks  or  sold  stocks  through  Lewis 
Johnson  &  Co.  If  I  may  be  permitted  to  say,  it  has  been  stated — I 
read  last  night  in  Mr.  Hogan's  testimony — that  for  the  convenience 
of  Lewis  Johnson  &  Co.  there  was  an  account  carried  on  the  books 
in  the  name  of  the  Riggs  National  Bank.  The  transactions  purport- 
ing to  be  upon  that  stock  ledger  were  bona  fide  transactions  with 
the  Riggs  National  Bank,  and  with  no  one  else,  because  the  order 
was  received  by  Lewis  Johnson  &  Co.  from  the  Riggs  National  Bank 
upon  the  day  of  a  purchase.  At  the  close  of  the  day  they  reported  to 
the  Riggs  National  Bank  "  We  have  bought  for  your  order,"  specify- 
ing the  stock  and  the  price,  and  received  credit  upon  its  bank  book 
with  the  Riggs  National  Bank  for  the  amount  of  the  purchase.  And 
when  there  were  stocks  sold,  the  facts  were  the  reverse.  Of  course, 
Lewis  Johnson  &  Co.  would  notify  the  Riggs  Bank  that  they  had 
sold  stock  for  their  order  and  their  account  and  their  risk.     When 
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they  received  the  shares  of  stock  so  sold,  they  would  transmit  a 
check. 

The  Chairman.  All  that  is  a  matter  of  record,  is  it  not? 

Mr.  Laskey.  Oh,  yes ;  it  is  all  a  matter  of  record.  I  said  that  these 
officers  must  have  mown  that  these  were  transactions  of  the  bank, 
and  that  they  had  an  object  to  conceal  the  fact  that  the  bank  had  so 
dealt  in  stocks,  which,  to  my  mind,  was  evidenced  by  the  fact  that 
some  of  the  officers  made  a  profit  out  of  those  transactions. 

Senator  Gronna.  Were  you  convinced,  Mr.  Laskey,  that  the  officers 
individually  made  a  profit  out  of  it? 

Mr.  Laskey.  Yes,  sir. 

Senator  Gronna.  It  has  been  stated,  if  I  am  not  mistaken,  that  all 
these  profits  ultimately  went  back  to  the  bank.  Did  you  go  into  that 
phase  of  it? 

Mr.  Laskey.  Yes,  sir.  For  years  they  had  what  they  called  a  acom- 
mission  account,"  and  the  bank  charged  a  commission  for  every  sale 
or  every  purchase,  and  into  that  commission  account  went  those  com- 
missions. Afterwards,  when  they  transferred  from  the  commission 
account  to  the  Glover-Flather  account  those  commissions  were  made 
to  that  account.  There  was  a  transaction  in  1911,  in  which  the  bank 
ordered  the  purchase  of  140  shares  of  stock.  It  was  bought  on  that 
day,  and  the  bank  was  notified  of  the  purchase.  A  few  days  later  30 
shares  of  the  stock  were  allotted  to  a  gentleman  whose  name  I  do  not 
recall.  The  other  110  shares  of  stock  remained  with  Lewis  Johnson 
&  Co.,  and  they  were  sold  some  8  or  10  days  after  that  at  a  profit  of 
$705.  That  profit  was  turned  into  the  Glover  &  Flather  account. 

One  of  the  officers  of  the  bank,  H.  H.  Flather,  would  make  a  profit 
for  himself  out  of  the  transactions  of  the  bank.  For  instance,  if  a 
customer  of  the  bank  ordered  the  purchase  of  a  given  number  of 
shares,  say  10  or  100  shares  of  stock  of  a  particular  corporation,  that 
order  was  sent  to  Lewis  Johnson  &  Co.  If  that  stock  went  up  the 
same  day,  there  was  a  selling  order  put  in  to  close  out  that  purchase, 
and  another  purchase  was  made,  the  customer  was  given  the  second 
purchase,  and  the  profit  derived  from  the  first  was  paid  to  Mr.  H.  H. 
Flather. 

The  Chairman.  What  is  your  authority  for  that  statement? 

Mr.  Laskey.  The  evidence  in  the  case. 

The  Chairman.  Did  the  court  so  find  ?  That  is  a  conclusion  you 
drew  from  the  evdience  ? 

Mr.  Laskey.  That  was  the  proof  in  the  case. 

The  Chairman.  That  is  a  conclusion  you  drew  from  the  testimony 
in  the  case  ? 

Mr.  Laskey.  It  is  a  fact  established  by  the  evidence  in  the  case. 

The  Chairman.  You  say  the  court  did  not  find  any  such  fact? 

Mr.  Laskey.  No  ;  the  court  never  finds  a  matter  or  fact. 

The  Chairman.  The  jury  acquitted  the  accused? 

Mr.  Laskey.  Oh,  yes;  of  course. 

The  Chairman.  I  think  you  can  answer  mv  question. 

Senator  Page.  I  do  not  quite  catch  that.  Ae  says,  "  of  course/'  I 
would  like  to  get  the  measure  of  those  two  words.  * 

Mr.  Laskey.  I  say  it  is  not  a  matter  of  dispute  or  question  that  the 
jurv  acquitted  the  defendants. 

Senator  Page.  You  say  as  a  matter  of  course  they  acquitted  them. 
What  does  that  mean  ? 
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Mr.  Laskey.  Oh,  no ;  I  did  not  say  that. 

The  Chairman.  Mr.  Adkins  testified  that  all  of  these  profits, 
whatever  they  were,  were  ultimately  turned  over  to  the  bank. 

Mr.  Laskey.  No  ;  not  those  profits. 

Senator  Page  (to  the  stenographer).  Please  read  those  words 
spoken  by  Mr.  Laskey. 

(The  stenographer  repeated  the  proceedings  as  follows :) 

The  Chairman.  The  Jury  acquitted  the  accused? 
Mr.  Laskey.  Oh,  yes ;  of  course. 

Senator  Page,  I  asked  what  the  words  meant.  You  were  asked  if 
the  jury  acquitted  the  accused,  and  you  said,  u  Oh,  yes;  of  course." 

Mr.  Laskey.  I  had  no  sinister  or  hidden  meaning  in  that,  or  any- 
thing of  that  sort.  I  merely  meant  that  it  is  not  a  matter  of  dispute 
that  the  jury  acquitted  the  defendants. 

Senator  Page.  I  did  not  suppose  you  could  say  that  as  a  matter  of 
course  the  jury  had  committed  a  crime. 

Mr.  Laskey.  The  jury  had  what? 

Senator  Page.  Had  committed  a  crime,  and  as  a  matter  of  course 
acquitted  a  man. 

Mr.  Laskey.  No ;  I  do  not  say  that.  I  do  not  mean  any  such  thing 
as  that. 

Senator  Gronna.  It  is  a  matter  of  record  that  the  jury  acquitted 
them,  and  of  course  you  used  that  language. 

Mr.  Lasket.  Yes. 

The  Chairman.  I  want  to  know  whether  the  statement  about  that 
stock  transaction  is  the  witness's  conclusion,  or  whether  there  is  any 
support  for  it  in  the  record  ? 

Mr.  Laskey.  Yes;  there  is  support  for  it  in  the  record.  If  you 
want  the  record  of  the  criminal  case,  the  facts  established  by  the 
evidence,  which  were  not  disputed,  will  show  that  to  be  the  fact. 

The  Chairman.  The  verdict  of  the  jury  was  conclusive  as  to  the 
facts  in  that  criminal  case,  was  it  not? 

Mr.  Laskey.  Oh,  yes. 

The  Chairman.  So  von  are  stating  the  opinion  which  you  arrived 
at? 

Mr.  Laskey.  No.  The  finding  of  the  jury  that  the  defendants 
were  not  guilty  would  not  mean  that  they  did  not  find  that  these 
officers  made  a  profit  out  of  it.  There  was  evidence  introduced  in 
the  case  for  the  purpose  of  showing  the  motive  on  the  part  of  the 
defendants  for  falsely  swearing. 

The  Chairman.  I  do  not  think  it  is  worth  while  to  continue  that, 
unless  you  give  your  authority  for  your  statement.  You  may  pro- 
ceect. 

Mr.  Laskey.  I  merely  want  to  say — perhaps  I  have  already  said 
it— that  so  far  as  I  know,  Mr.  Williams  did  not  attempt,  directly  or 
indirectly,  to  influence  the  bringing  of  the  indictment,  or  to  control 
it  after  it  was  brought. 

The  Chairman.  He  sent  his  examiner  to  appear  before  the  grand 
jury? 

Mr.  Laskey.  Of  course  he  did  that,  because  I  wanted  him  there, 
and  if  he  had  not  sent  him,  I  would  have  subpoenaed  him. 

The  Chairman.  He  was  an  important  witness,  I  assume? 

Mr.  Laskey.  He  was. 

The  Chairman.  Mr.  Williams  was  not  there,  of  course? 
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Mr.  Laskey.  No,  sir.  The  bank  examiners  were  sent  into  the 
bank  to  ascertain  the  facts  in  reference  to  these  stock  transactions. 

The  Chairman.  And  it  was  upon  their  report  that  the  indictment 
was  found? 

Mr.  Laskey.  No;  not  upon  their  report  that  the  indictment  was 
found.  The  indictment  was  found  upon  the  testimony  of  the  wit- 
nesses who  appeared  before  the  grand  jury,  and  those  bank  ex- 
aminers were  among  the  witnesses. 

The  Chairman.  They  were  the  important  witnesses,  were  they 
not? 

Mr.  Laskey.  Yes,  sir;  they  were. 

The  Chairman.  When  did  Mr.  Untermyer  come  into  the  case? 

Mr.  Laskey.  Mr.  Untermyer  was  never  in  the  criminal  case. 

The  Chairman.  He  never  was  associated  with  you  in  this  matter 
in  any  way? 

Ml-.  Laskey.  No,  sir. 

The  Chairman.  Never  conferred  with  you  in  any  way? 

Mr.  Laskey.  About  the  criminal  case? 

The  Chairman.  Yes. 

Mr.  Laskey.  No;  I  can  not  say  that  he  did.  Of  course,  at  the  time 
that  the  affidavit  was  filed,  the  time  of  the  hearing  of  the  civil  case, 
there  was  discussion  about  the  affidavit,  and  whether  or  not  it  was 
false,  and  whether  or  not  it  was  willfully  false,  and  he  participated 
in  those  discussions. 

The  Chairman.  He  was  present  when  these  affidavits  were  dis- 
cussed ? 

Mr.  Laskey.  Oh,  yes. 

The  Chairman.  And  the  question  was  raised  as  to  whether  they 
•were  willful  or  not? 

Mr.  Laskey.  Yes,  sir. 

The  Chairman.  Did  you  consult  with  Mr.  Williams  about  that? 

Mr.  Laskey.  No,  sir. 

The  Chairman.  You  never  had  any  conference  with  him  at  all 
with  regard  to  the  case? 

Mr.  Laskey.  No,  sir;  except  that  he  was  present  at  a  conference, 
the  first  one  had,  at  the  Attorney  General's  office,  a  day  or  two  after 
that  affidavit  was  filed. 

The  Chairman.  He  was,  then,  present  at  the  Attorney  General's 
office? 

Mr.  Laskey.  Yes,  sir.  But  that  was  not  the  time  that  the  question 
of  whether  or  not  the  case  should  be  presented  to  the  grand  jury  was 
discussed.    It  was  months  after  that. 

The  Chairman.  After  the  indictment  was  found  Mr.  Williams 
•was  present  in  the  Attorney  General's  office  and  the  case  was  dis- 
cussed ? 

Mr.  Laskey.  No,  sir;  I  did  not  say  that.  It  was  a  day  or  two  after 
the  affidavit  was  presented  in  the  evil  case  that  there  was  a  meeting 
at  the  Attorney  General's  office  at  which  Mr.  Williams  was  present. 

The  Chairman.  That  was  before  the  indictment  was  found? 

Mr.  Laskey.  Oh,  months  before.  That  was  in  the  month  of  May, 
and  the  indictment  was  found  in  the  month  of  October. 

The  Chairman.  So  that  months  before  the  indictment  was  found, 
or  any  criminal  proceedings  were  begun,  Mr.  Williams  was  present 
in  the  Attornev  Genera  Ts  office  with  vou? 
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Mr.  Laskey.  Yes ;  I  was  there.  Not  with  me  alone,  but  there  were 
others  there. 

The  Chairman.  Discussing  the  civil  proceedings  entirely  ? 

Mr.  Laskey.  Yes,  sir. 

The  Chairman.  What  occasion  had  you  to  go  to  the  'Attorney  Gen- 
eral's office  to  discuss  the  case  brought  by  the  bank  against  the  comp- 
troller ? 

Mr.  Laskey.  I  will  amend  my  previous  answer  about  it  being  in 
regard  to  the  civil  case  entirely.  It  was  in  reference  to  discussing  the 
affidavit  which  was  filed  in  the  civil  case.  I  had  occasion  to  go  tnere 
because  the  Attorney  General  had  a  meeting  there  that  morning, 
and  requested  me  to  be  present. 

The  Chairman.  What  did  Mr.  Williams  say  at  that  meeting? 

Mr.  Laskey.  I  do  not  recall  all  that  he  said.  I  do  recall  that  he 
was  not  a  very  particularly  active  participant  in  the  meeting.  I  am 
quite  sure  he  expressed  his  conviction  that  the  affidavit  was  false,  and 
willfully  false. 

The  Chairman.  If  he  possessed  that  conviction,  he  recommended 
prosecution,  did  he  not? 

Mr.  Laskey.  No,  he  did  not. 

The  Chairman.  He  merely  told  the  Attorney  General  that  he 
thought  these  officers  were  guilty  of  perjury? 

Mr.  Laskey.  I  can  not  say  that  he  told  the  Attorney  General.  We 
were  all  there,  just  as  you  gentlemen  are  around  this  table,  and  he 
expressed,  as  I  recall  it,  that  he  was  of  the  opinion  that  it  was  will- 
fully false. 

The  Chairman.  He  expressed  the  opinion  that  it  was  willfully 
false,  and  you  were  discussing  then  the  propriety  of  bringing  crim- 
inal proceedings? 

Mr.  Laskey.  No,  sir;  we  were  not  discussing  the  propriety  then  of 
bringing  criminal  proceedings,  but  to  some  extent 

The  Chairman  (interrupting).  What  were  you  there  for? 

Mr.  Laskey  (continuing).  It  was  under  discussion.  Yes;  to  some 
extent,  it  was  under  discussion. 

The  Chairman.  What  else  were  you  discussing  there? 

Mr.  Laskey.  The  entire  civil  case,  which  was  then  under  discus- 
sion. 

The  Chairman.  You  went  to  the  Attorney  General's  office  to  dis- 
cuss the  civil  case  ? 

Mr.  Laskey.  The  civil  case,  and  the  effect  of  this  affidavit ;  yes,  sir. 

The  Chairman.  And  Mr.  Williams  was  there  and  expressed  the 
opinion  that  it  was  willful  perjury? 

Mr.  Laskey.  Yes,  sir;  that  is  my  recollection. 

The  Chairman.  And  yet  you  want  the  committee  to  understand 
that  he  had  no  control  over  your  actions  in  the  matter? 

Mr.  Laskey.  I  certainly  do. 

The  Chairman.  I  think  that  is  all. 

Senator  Gronna.  Before  you  proceeded  with  this  prosecution,  Mr. 
Laskey,  did  you  get  any  information  from  the  official  records  of  the 
bank,  or  was  your  information  obtained  solely  through  the  examiners 
and  through  Mr.  Williams? 

Mr.  Laskey.  We  got  information  from  the  official  records  of  the 
bank. 

Senator  Gronna.  Through  whom? 
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Mr.  Laskey.  Mr.  Milton  Ailes  produced  a  lot — that  was  before  the 
grand  jury — produced  papers  from  the  bank. 

Senator  Gronna.  Before  you  proceeded  with  this  prosecution.  Of 
course,  that  was  before  you  would  get  to  the  grand  jury.  Of  course, 
you  would  have  to  make  up  your  mind  before  that? 

Mr.  Laskey.  Oh,  certainly. 

Senator  Gronna.  You  were  satisfied,  as  I  understood  you,  that 
this  case  should  be  taken  before  the  grand  jury,  and  that  these  men 
should  be  prosecuted  for  perjury? 

Mr.  Laskey.  Yes,  sir. 

The  Chairman.  What  were  the  facts?  In  other  words,  what  led 
you  to  the  conclusion  that  this  affidavit  was  really  false?  Was  it 
from  the  facts  taken  from  the  records,  or  was  it  from  information 
furnished  you  by  the  men  connected  or  associated  with  the  office  of 
the  comptroller? 

Mr.  Laskey.  It  was  facts  taken  from  the  records;  much  of  the  in- 
formation as  to  the  records  of  the  bank  being  furnished  by  the  offi- 
cers of  the  comptroller's  office. 

Senator  Gronna.  Reports  obtained  by  these  officials? 

Mr.  Laskey.  Yes,  sir. 

The  Chairman.  I  do  not  understand  that  there  is  any  dispute  that 
the  records  showed,  and  the  comptroller  had  it,  why  the  mistake 
was  in  the  affidavit. 

Senator  Gronna.  I  was  rather  anxious  to  know  whether  Mr.  Las- 
kejr  examined  these  records  from  the  books,  or  whether  it  was  from 
the  reports  made  by  these  officials.  Of  course,  it  would  make  very 
little  difference  whether  you  conferred  with  Mr.  Williams  person- 
ally, or  whether  you  conferred  with  his  deputies,  as  to  whether  or 
not  there  was  any  influence  brought  to  bear  upon  you. 

Mr.  Laskey.  I  will  say  that  there  was  no  influence  brought  to 
bear.  I  sought  to  ascertain  what  the  facts  were,  and,  having  ascer- 
tained what  the  facts  were,  and  those  facts  being  sufficient,  in  my 
judgment,  to  warrant  the  indictment  of  these  men,  I  so  reported  to 
the  Attorney  General,  and  he  directed  me  to  proceed,  and  to  treat 
the  case  as  I  would  any  other  criminal  case. 

Senator  Gronna.  Exactly.  But  from  your  opening  statement 
one  might  understand — at  least  I  understood — that  you  proceeded 
after  having  satisfied  yourself  from  the  records  of  the  bank.  Of 
course,  it  makes  some  difference  whether  those  records  are  furnished 
by  the  office  of  the  Comptroller  of  the  Currency. 

The  Chairman.  It  is  very  important. 

Senator  Gronna.  Or  whether  they  are  obtained  by  yourself 
directly  from  the  records  of  the  bank.  It  may  not  be  important  to 
the  rest,  but  it  is  to  me. 

Mr.  Laskey.  I  want  to  say  that  I  satisfied  myself,  saw  the  bank 
book  of  Lewis  Johnson  &  Co.  on  which  they  received  credits  on  the 
days  of  these  sales,  for  the  sales;  saw  the  checks  of  Lewis  Johnson 
&  Co.  payable  to  the  order  of  the  Biggs  National  Bank  when  Lewis 
Johnson  &  Co.  had  made  a  sale  of  stock,  bearing  the  indorsement  of 
the  Riggs  National  Bank.    That  is  what  I  mean. 

Senator  Gronna.  But  then  did  you  follow  that  up  to  see  where 
it  ultimately  led  to  ? 

Mr.  Laskey.  Yes,  sir. 
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Senator  Gronna.  Who  really  at  the  end  received  the  benefit  of 
the  transactions? 
Mr.  Laskey.  Yes,  sir. 
Senator  Gronna.  I  think  that  is  all. 
The  Chairman.  I  think  that  is  all,  Mr.  Laskey. 

STATEMENT  OF  MB.  WALTER  P.  RAMSEY,  OF  WASHINGTON,  D.  G. 

The  Chairman.  State  your  name  and  occupation. 

Mr.  Ramsey.  Walter  P.  Ramsey,  solicitor  and  general  agent.  Do 
you  want  me  to  give  my  office  address  ? 

The  Chairman.  Oh,  no;  just  your  full  name  and  occupation. 
That  is  sufficient.  I  understand  you  desire  an  apportunity  to  make 
a  statement  this  morning? 

Mr.  Ramsey.  Yes,  sir. 

The  Chairman.  You  are  at  liberty  to  proceed. 

Mr.  Ramsey.  The  only  thing  I  care  to  dwell  on  is  the  statement  of 
Mr.  Poole.  I  have  Mr.  Poole's  evidence  in  my  hand  here,  and  he 
states  that  I  visited  him  for  the  purpose  of  soliciting  a  deposit  for 
the  Chatham -Phcenix  National  Bank  of  New  York,  with  the  under- 
standing that  if  he  gave  the  deposit  I  would  see  that  he  got  a  deposit 
of  $500,000  of  the  Emergency  Fleet  Corporation.  That  is  the  mean- 
ing of  his  testimony. 

I  want  to  say  to  you  that  I  never  in  all  my  life  visited  Mr.  Poole 
for  that  specific  purpose.  I  never  called  on  him  for  anything  at 
any  time.  I  have  been  in  his  bank  on  many  occasions,  and  at  this 
particular  time  that  he  speaks  of — a  date  between  November  7th 
and  the  20th — it  is  possible  that  I  was  in  his  bank  15  or  20  times. 
I  go  in  there  nearly  every  week,  and  sometimes  two  or  three  times 
a  week,  and  sometimes  twice  a  day,  because  I  know  them  all,  and 
was  associated  with  them  all  before  the  Federal  National  Bank  was 
ever  organized. 

If  my  memory  serves  me  right,  I  was  in  the  bank,  and  Mr.  Poole 
called  me  into  his  private  office,  which  he  frequently  did,  to  ask  me 
about  my  family  and  banking  business,  and  I  was  in  there,  and  the 
question  of  deposits  came  up,  because  he  knew  that  I  was  interested 
in  deposits,  and  this  Fleet  Corporation  came  up,  and  it  was  common 
knowledge — everybody  knew — that  they  had  a  great  deal  of  money 
that  they  were  distributing  around,  and  he  asked  me  the  question  how 
he  could  get  some  of  those  deposits. 

I  said,  "  I  don't  know  how  you  can  get  it.  You  can  get  it,  I  pre- 
sume, just  like  the  balance  of  the  banks  do." 

He  suggested  to  me, "  It  is  common  rumor  here  that  if  you  deposit 
in  the  Phcenix-Chatham  Bank  you  can  get  some." 

I  said,  u  Why  don't  you  try  it  on,  then?" 

He  just  passed  out,  and  it  passed  out  of  my  mind.  I  never  thought 
of  it — never  heard  of  it  until  he  gave  this  testimony  here. 

I  want  to  state  emphatically  that  I  did  not  make  any  such  proposi- 
tion as  that  to  Mr.  Poole,  because  I  had  no  more  to  do  with  the 
deposits  of  the  Fleet  Corporation  than  you,  Mr.  Chairman.  I  did 
not  attempt  to  control  those,  because  I  have  never  said  a  word  to 
anyone  connected  with  the  Fleet  Corporation  for  deposits,  even  for 
the  bank  which  I  represent,  or  any  other.    You  can  call  every  mem- 
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ber  of  the  Fleet  Corporation,  from  the  messenger  on  up  to  the  head  of 
it,  and  not  one  of  them  will  tell  you  that  I  ever  mentioned  such  a 
proposition  to  them. 

Here  is  one  thing  that  I  want  to  call  you  attention  to.  Mr.  Poole 
states  in  his  testimony  here  at  the  time  I  made  that  proposition  to 
him  he  had  on  deposit  at  that  time  $607,000.  That  is  proof  positive 
that  I  did  not  know  that  he  had  that  deposit.  He  says  he  would  not 
tell  me.  Of  course  I  did  not  know  it.  Why  should  I  promise  him 
something  that  he  had  already  ? 

Senator  Gronna.  As  I  understand  it,  there  is  really  no  difference 
between  you  and  Mr.  Poole,  except  this,  that  you  did  not  go  there,  as 
he  stated,  for  this  specific  purpose? 

Mr.  Ramsey.  Absolutely  not. 

Senator  Gronna.  But  that  you  did  discuss  these  matters? 

Mr.  Ramsey.  We  did  discuss  those  matters. 

Senator  Page.  What  is  your  officfal  connection  with  the  bank? 

Mr.  Ramsey.  With  the  Commercial  National  Bank? 

Senator  Page.  Yes. 

Mr.  Ramsey.  I  am,  I  guess,  in  the  nature  of  an  attorney.  I  never 
worked  a  day  in  the  Commercial  National  Bank  in  my  life. 

Senator  Page.  You  are  not  a  director? 

Mr.  Ramsey.  No,  sir.  I  attend  to  all  their  government  business. 
I  am  a  small  stockholder,  and  my  wife  is  a  much  larger  one  than  I  am. 

The  Chairman.  Are  you  an  attorney  by  profession  ? 

Mr.  Ramsey.  Well,  yes.  I  have  been  admitted  to  practice  before 
the  Treasury  Department.  I  served  in  the  Treasury  Department  16 
years,  in  the  accounting  branch  of  the  office  of  the  Auditor  for  the 
War  Department,  was  on  the  law  board  of  the  Auditor  for  the  War 
Department  for  a  number  of  years.  I  handled  all  of  the  Panama 
Canal  matters  when  they  first  came  up,  when  we  took  over  the  Pan- 
ama Canal. 

The  Chairman.  Do  you  have  similar  relations  with  other  banks? 

Mr.  Ramsey.  Yes,  sir. 

The  Chairman.  In  Washington? 

Mr.  Ramsey.  No,  sir.  I  represent  a  New  York  bank  that  is  en- 
gaged in  foreign  business. 

The  Chairman.  What  is  the  name  of  it,  if  you  have  no  objection 
to  giving  it  ? 

Mr.  Ramsey.  The  American  Foreign  Banking  Corporation,  of  56 
Wall  Street. 

The  Chairman.  Is  Mr.  Boiling  connected  with  the  Commercial 
Bank? 

Mr.  Ramsey.  Which  Mr.  Boiling? 

The  Chairman.  A  Mr.  Boiling. 

Mr.  Ramsey.  Yes.  Mr.  R.  E.  Boiling  is  president  of  the  Commer- 
cial National  Bank. 

The  Chairman.  There  is  another  Mr.  Boiling,  as  I  understand  it, 
connected  with  the  Chatham-Phoenix  National  liank  ? 

Mr.  Ramsey.  No,  sir;  this  is  the  same  one. 

The  Chairman.  Then  you  are  attorney  for  Mr.  Boiling  of  the 
Commercial  Bank? 

Mr.  Ramsey.  No,  "sir;  I  am  not  an  attorney  for  Mr.  Boiling. 

The  Chairman.  Or  for  the  bank? 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  397 

Mr.  Ramsey.  I  have  been  representing  the  Commercal  National 
Bank  since  1909,  and  was  employed  by  Mr.  John  Poole  himself  when 
he  was  cashier  of  the  Commercial  National  Bank. 
The  Chairman.  But  you  are  attorney  for  that  bank? 
Mr.  Ramsey.  Yes,  sir. 

The  Chairman.  And  the  president  of  that  bank  is  also  the  presi- 
dent of  the  Chatham-Phoenix  bank? 

Mr.  Ramsey.  No,  sir.  He  has  not  any  connection  whatever,  so  far 
as  I  know,  with  the  Chatham-Phoenix  Bank.  He  did  at  the  time 
that  Mr.  Poole  refers  to  in  this  matter  here.  He  was  vice  president  at 
that  time. 

The  Chairman.  At  that  time  he  was  vice  president  of  the  Chat- 
ham-Phoenix Bank  of  New  York? 

Mr.  Ramsey.  Yes,  sir.  Let  me  explain  that  word  a  attorney  "  for 
the  Commercial  National  Bank.  I  looked  after  their  departmental 
matters.  They  handle  thousands  of  warrants,  and  represent  banks 
all  over  the  whole  country. 

The  Chairman.  As  I  understand  it,  you  were  running  into  the 
Fereral  Bank  frequently? 
Mr.  Ramsey.  Oh,  yes,  yes,  yes  indeed. 

The  Chairman.  You  were  very  well  acquainted  with  Mr.  Poole? 
Mr.  Ramsey.  All  of  them  were  associated  with  me  in  the  Commer- 
cial National  Bank  prior  to  the  organization  of  the  Federal  National 
Bank,  friends  of  mine. 
The  Chairman.  I  think  that  is  all. 

Senator  Page.  Since  this  hearing  has  commenced  I  have  heard  the 
word  u  Boiling  "  mentioned  so  many  times  that  I  have  gotten  a  little 
mixed.  Are  there  other  Boilings  connected  with  banks  here  in  Wash- 
ington?   I  suppose  there  are. 

Mr.  Ramsey.  No,  sir ;  I  think  not.  I  believe  that  John  Randolph 
Boiling  writes  the  ads  for  the  Commercial  National  Bank.  But  he 
has  not  any  other  connection  with  it.   He  has  an  office  outside. 

Senator  Page.  Have  there  been  more  than  two  Boilings  connected 
with  this  bank  in  such  a  way  that  their  nam£s  have  come  into  the 
record? 
The  Chairman.  I  think  there  are  three  Boilings  mentioned. 
Mr.  Ramsey".  Yes,  sir. 
Senator  Page.  Who  is  the  third? 

Mr.  Ramsey.  Mr.  R.  W.  Boiling.    He  is  connected  with  the  Ship- 
ping Board,  or  the  Emergency  Fleet  Corporation. 
Senator  Page.  Are  they  brothers  ? 
Mr.  Ramsey.  Yes. 
Senator  Page.  That  is  all. 

STATEMENT  OF  MB.  SHERRILL  SMITH,  OF  NEW  YORK,  N.  Y. 

Mr.  Smith.  Mr.  Chairman,  my  name  is  Sherill  Smith.  I  am  a 
national  bank  examiner.  I  have  been  asked,  Senators,  to  speak  of 
the  closing  of  the  First  National  Bank  of  Uniontown,  Pa.,  that  has 
been  referred  to  at  this  hearing. 

Early  in  January,  1915, 1  was  in  the  city  if  Pittsburgh,  on  my  way 
to  Chicago*  where  I  was  chief  national  bank  examiner,  and  I  learned, 
either  through  John  V.  Thompson,  president  of  the  First  National 
Bank  of  Uniontown,  or  through  a  Pittsburgh  banker,  that  Mr. 
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Thompson  and  some  of  his  associates  were  in  Pittsburgh  with  a  view 
to  raising  some  money  so  that  the  First  National  bank  of  Uniontown 
could  open  for  business  on  the  following  Monday  morning. 

At  the  request  of  Mr.  Thompson  and  the  Pittsburgh  bankers,  I 
attended  several  meetings  in  Pittsburgh  in  which  various  plans  were 
discussed.  In  fact,  I  think  we  met  all  day  Sunday,  the  day  prior  to 
the  closing  of  the  bank.  Various  matters  were  discussed  in  an  effort 
to  raise  sufficient  money  for  the  bank  to  open  on  Monday,  Thompson, 
the  president  of  the  bank,  stating  that  unless  the  money  was  raised, 
the  bank  could  not  open. 

At  the  same  time,  Mr.  Hackney,  cashier  of  the  bank,  and  a  direc- 
tor, several  of  the  other  directors,  and  one  or  two  business  men  of 
Unintown,  were  meeting  in  an  office  in  Uniontown,  and  having  failed 
to  raise  the  money,  or  assist  in  raising  the  money  in  Pittsburgh, 
through  Mr.  Thompson's  efforts,  I  got  Mr.  Hacknev  on  the  long  dis- 
tance phone  in  an  effort  to  see  what  the  directors  of  the  bank,  includ- 
ing Mr.  Hackney,  who  were  considered  very  wealthy,  would  do  toward 
pledging  any  of  their  personal  property  to  get  money  to  put  into  the 
bank  so  that  it  could  open.  Those  negotiations  failed,  Mr.  Hackney, 
who  was  considered  the  wealthiest  man  in  that  he  had  his  assets  in 
the  best  shape,  refusing  to  become  liable  to  the  extent,  I  think,  of 
about  $200,000— it  may  have  been  $300,000— that  we  were  trying  to 
get  to  put  into  the  bank. 

Negotiations  were  carried  on  until  early  Monday  morning,  and  it 
was  finally  decided  that  a  representative  of  the  Pittsburgh  banks 
would  go  to  Uniontown 

The  Chairman  (interrupting).  I  just  want  to  call  your  attention 
to  the  fact  that  where  matters  are  not  disputed  and  you  are  just 
relating  proceedings  which  preceded  the  receivership,  that  are  not 
disputed,  I  think  ut  is  not  worth  while  to  take  up  the  time  of  the 
committee  with  them.  The  point,  you  know,  that  was  of  interest  to 
the  committee  was  whether,  after  the  receiver  was  appointed,  the 
assets  of  the  bank  were  properly  conserved,  especially  as  to  the  dis- 
posal of  the  bank  building.  I  just  make  that  suggestion  because  I 
think  that  is  the  important  point  with  the  committee,  not  whether 
the  bank  was  possibly  improperly  put  into  the  hands  of  a  receiver,  but 
whether  after  that  the  assets  of  the  bank  were  properly  conserved. 

Mr.  Smith.  The  reason  I  started  the  way. I  did  was  tliat  I  arrived 
here  this  morning,  I  was  simply  requested  to  state  the  details  as  to 
the  closing  of  the  bank,  and  I  did  not  know  what  had  gone  ahead. 

The  Chairman.  There  is  no  dispute  about  that. 

Mr.  Smith.  At  the  time  the  bank  closed  I  was  appointed  temporary 
receiver,  and  I  would  like  to  say  right  here  that  the  bank  was  closed, 
or  was  not  permitted  to  open,  by  the  directors  themselves. 

At  that  time  the  bank^s  deposits  were  about  $1,400,000,  possibly 
a  million  and  a  half,  and  of  their  assets  $976,000  was  carried  as  a 
banking  house.  The  banking  house  proper  consisted  of  an  eleven- 
story  arcade  office  and  apartment  building.  Situated  on  the  same 
lot  was  an  old  opera  house,  which,  if  I  remember  correctly,  was  vacant, 
and  included  also  in  that  property  was  a  big  building  across  the 
street  used  by  a  printing  office,  and  a  vacant  lot — possibly  I  should 
say  two  or  three  lots — on  which  was  erected  the  post  office. 

The  Chairman.  You  are  not  speaking  of  property  belonging  to 
the  bank  ? 
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Mr.  Smith.  I  am  describing  all  the  property  which  was  carried  as 
banking  house  by  that  bank,  and  was  included  in  the  $976,000  of  val- 
uation.   At  that  time  all  this  property  was  assessed  for  $300,000. 

I  had  been  in  Uniontown  some  time  prior  to  the  closing  of  the 
bank 

The  Chairman  (interrupting).  Do  you  know  what  proportion  the 
assessment  was  of  the  actual  value? 

Mr.  Smith.  I  could  not  say  as  to  Uniontown ;  no,  sir.  The  build- 
ing had  been  discussed  by  me  several  times  with  the  directors  of  the 
bank,  and  after  the  closing  of  the  bank  it  was  discussed,  because  that 
was  the  largest  single  asset  the  bank  had.  There  never  was  an 
effort  on  the  part  of  the  stockholders,  to  my  knowledge,  to  finance 
that  building.  The  most  they  ever  attempted  to  do  was  to  put  a 
mortgage  on  it.  They  did  not  attempt  to  do  that,  but  they  suggested 
they  might  be  able  to  raise  a  little  money  by  putting  a  mortgage  on 
the  building,  which  would  not  help  the  ultimate  situation  any. 

Things  in  Uniontown,  in  1915,  especially,  were  in  pretty  bad  shape 
owing  to  the  coal  and  coke  situation.  That  building  was  too  big  for 
the  town — that  is,  too  big  to  handle.  It  was  a  piece  of  property 
that  would  be  hard  to  dispose  of. 

The  Chairman.  What  did  it  cost? 

Mr.  Smith.  It  cost,  in  round  numbers,  about  what  it  was  car- 
ncd  at 

Senator  Gronna.  $976,000? 

Mr.  Smith.  $976,000.  I  say  at  about  what  it  was  carried  at.  At 
the  time  that  building  was  put  up,  I  think,  possibly  several  thou- 
sand dollars,  maybe  a  hundred  thousand,  at  or  about  that  time, 
had  been  charged  off  in  the  nature  of  special  fixtures  for  the  bank, 
and  things  of  that  sort.     Then,  the  other  properties  had  been  ac- 

Siired  and  put  in.  All  this  had  happened  Ions  before  I  examined 
e  bank  the  first  time,  and  I  never  did  go  Dack  through  those 
figures.  I  could  not  say  to  a  dollar  how  much  that  property  cost, 
but  I  would  say  approximately  $976,000  represented  the  cost  of  that 
building  and  property  when  it  was  new. 

The  Chairman.  When  was  it  built? 

Mr.  Smith.  I  could  not  give  you  those  figures.  It  had  been  built 
a  number  of  years  prior  to  1912,  which  was  the  first  time  I  went  to 
Uniontown.    It  was  not  a  new  building. 

The  Chairman.  What  is  the  population  of  the  town  ? 

Mr.  Smith.  I  would  say  about  20,000,  sir.  It  is  a  mining  town. 
Uniontown  is  a  coal  town,  and,  as  a  business  proposition,  a  building 
in  Uniontown  of  this  size  is  peculiar.  The  Uniontown  industry  is 
coke.  The  coal  from  which  that  coke  is  made  in  the  territory  around 
Uniontown  has  been  mined  to  a  considerable  extent.  They  are  going 
farther  back  and  the  future  business  of  the  coke  industry  is  not  at 
Uniontown. 

The  Chairman.  Is  it  strictly  a  mining  town  ? 

Mr.  Smith.  It  has  a  population  of  20,000,  and  they  have  some 
other  industries.  They  had  a  brick  factory  there,  ana  a  wholesale 
lumber  concern,  some  small  factories.  But  it  is  considered  a  coke 
town.    It  is  the  center  of  the  coke  industry. 

The  Chairman.  Of  what  materials  was  the  bank  building  con- 
structed ? 

Mr.  Smith.  Brick  and  stone,  as  I  remember  it,  sir. 
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The  Chairman.  Was  it  a  fireproof  building? 

Mr,  Smith.  I  think  it  was  so  regarded  when  it  was  put  up — not 
fireproof  construction  as  we  consider  it  now.  It  was  built  before 
some  of  the  modern  fireproof  construction  methods  were  used. 

The  Chairman.  Is  it  a  good  building? 

Mr.  Smith.  A  very  substantial  building. 

The  Chairman.  Tlou  may  proceed. 

Senator  Gronna.  The  bank  carried  the  building,  exclusive  of  fix- 
tures, at  $976,000  ? 

Mr.  Smith.  That  includes  those  other  properties,  sir;  an  opera- 
house  building  on  the  same  lot;  a  three-story,  fireproof  building,  I 
think,  used  for  a  printing  office,  across  the  street;  and  a  vacant  lot. 
I  say  a  vacant  lot.  There  is  probably  room  for  three  buildings  on  it. 
The"  post-office  building  was  erected.  That  was  all  carried  in  this 
$976,000. 

Senator  Gronna.  Was  there  not  a  schedule  made  as  to  the  actual 
value  of  each  building? 

Mr.  Smith.  No,  sir.  Those  had  been  merged  by  the  bank's  busi- 
ness at  the  time  they  were  acquired,  and  that  was  one  of  the  things 
that  I  constantly  took  up  with  the  officers  and  directors  of  that  bank, 
to  schedule  that  property,  because  the  bank  had  no  right  to  own  any- 
thing except  their  banking  house  property  and  they  were  carrying 
this  other  property  under  that  cloak. 

The  Chairman.  I  understand  you  to  say  that  the  opera  house 
was  vacant  and  was  not  used  ? 

Mr.  Smith.  The  opera  house  at  the  time  I  was  there,  if  I  remem- 
ber correctly,  was  vacant.  It  had  been  used  up  to  a  short  time 
prior  to  that. 

Senator  Gronna.  What  was  the  actual  cost  of  this  bank  building 
when  it  was  built? 

Mr.  Smith.  I  never  went  back  over  those  figures. 

Senator  Gronna.  Would  not  the  examiner's  report  show  that? 

Mr.  Smith.  Mine  did  not.  I  examined  the  bank,  I  think,  first,  in 
1912.  The  building  had  been  built  and  paid  for  and  presumably 
the  accounts  had  been  audited  by  the  bank  examiner  who  went  there 
long  prior  to  my  going  there.  So  I  did  not  go  back  10  or  12  years 
and  dig  up  the  old  books  and  the  receipts. 

The  Chairman.  I  asked  the  question  what  the  building  cost. 

Senator  Gronna.  Yes,  I  know. 

The  Chairman.  And  the  reply  was  nine  hundred  and  odd  thou- 
sand dollars. 

Senator  Gronna.  That  is  the  way  I  understood  it. 

Mr.  Smith.  My  reply  to  that,  was.  Senator,  that  I  valued  the 
entire  property  carried  by  that  bank  at  $976,000.  It  cost  approxi- 
mately that  amount;  that  I  had  understood  that  an  amount  had 
been  charged  off,  several  thousands  dollars,  possibly  a  hundred  thou- 
sand dollars,  at  the  time  the  building  was  erected  or  shortly  there- 
after, in  the  nature  of  furniture  and  fixtures. 

Senator  Gronna.  You  mean  the  building  or  the  buildings? 

Mr.  Smith.  They  only  had  one  account,  and  they  charged  it  off 
on  the  one  account. 

Senator  Gronna.  You  mean  the  building  account? 

Mr.  Smith.  The  building  account.  They  carried  the  others  as 
a  banking  house. 
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Senator  Gronna.  You  did  not  ascertain  what  the  amount  was  that 
they  really  charged  off? 

Mr.  Smith.  No,  sir. 

The  Chairman.  Did  you  sell  the  building  ? 

Mr.  Smith.  Did  I  sell  the  building  ? 

The  Chairman.  Yes. 

Mr.  Smith.  No,  sir. 

The  Chairman.  Who  did  sell  it? 

Mr.  Smith.  Mr.  Strawn,  the  receiver.  The  building  was  sold 
some  time  after  I  left  Uniontown. 

The  Chairman.  Were  you  consulted  in  the  sale  of  the  building? 

Mr.  Smith.  At  one  time — I  think  it  was  some  time  prior  to  the 
sale  of  the  building — Mr.  Strawn  discussed  the  building  proposition 
with  me. 

The  Chairman.  Do  you  know  whether  appraisements  were  made 
by  competent  engineers? 

Mr.  Smith.  There  never  had  been,  to  my  knowledge,  sir. 

The  Chairman.  Before  it  was  sold  ? 

Mr.  Smith.  There  never  had  been  to  my  knowledge. 

The  Chairman.  Would  you  know  if  Mr.  Strawn  had  had  ap- 
praisals made? 

Mr.  Smith.  No,  sir. 

The  Chairman.  You  would  not  know  whether  he  had  appraisals 
made  or  not  ? 

Mr.  Smith.  No,  sir.  I  was  in  Chicago  at  the  time  the  building 
was  sold,  and  would  have  no  reason  to  know. 

As  a  building  proposition,  that  building,  as  I  say,  is  located  in 
a  town  peculiarly  situated— Uniontown — and  the  sale  of  that  build- 
ing at  $976,000,  in  my  opinion,  would  have  been  almost  impos- 
sible  

The  Chairman.  You  did  not  have  charge  of  that  property  at  the 
time  the  sale  was  made? 

Mr.  Smith.  No;  not  at  the  time  the  sale  was  made.    No,  sir. 

The  Chairman.  Did  you  consult  any  appraisers  while  you  had  it 
in  charge? 

Mr.  Smith.  I  did  not  consult  any  appraisers  particularly  as  to 
that  building ;  no,  sir. 

The  Chairman.  Do  you  want  to  state  anything  more  with  regard 
to  that  matter? 

Mr.  Smith.  I  would  state  that  while  I  was  there  I  discussed  the 
value  of  that  building;  and,  in  fact,  I  had  before  the  bank  closed, 
and  after  it  closed,  discussed  the  building  proposition  with  some 
of  the  directors  of  the  bank  and  some  of  the  leading  business  men 
in  that  community,  and  at  that  time  none  of  them  could  figure  out 
any  plan  where  anywhere  near  the  amount  that  the  property  was 
carried  at  could  be  realized. 

The  Chairman.  That  was  in  1915  ? 

Mr.  Smith.  That  was  in  1915 ;  during  the  first  half  of  1915. 

The  Chairman.  When  was  it  sold  ? 

Mr.  Smith.  I  could  not  give  you  that  date.  It  was  some  time 
after  that 

.  The  Chairman.  Do  you  know  about  Mr.  Jones's  trouble  in  get- 
fag  a  hearing  for  the  stockholders  ? 
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Mr.  Smith.  Mr.  Jones? 

The  Chairman.  Yes.    He  testified — have  you  seen  his  testimony? 

Mr.  Smith.  I  just  started  to  look  it  over,  sir,  before  I  took  this 
chair.  That  is  the  first  time  I  had  seen  it,  except  what  I  saw  in  the 
paper.  I  do  not  know  of  any  trouble  that  he  had.  I  will  say  this: 
Eighty-five  per  cent  of  the  stock  is  owned  by  the  board  of  directors, 
and  60  per  cent  is  owned  by  J.  V.  Thompson,  the  president  of  the 
bank  who  wrecked  it. 

The  Chairman.  Mr.  Jones  testified  that  he  came  to  Washington 
and  had  an  appointment  with  the  comptroller,  and  that  appoint- 
ment was  not  met.  Then  he  attended  a  meeting  of  the  committee 
here  for  a  couple  of  days,  and  immediately  after  that  he  got  a  reply 
from  the  comptroller  agreeing,  as  I  understand  it,  to  permit  the 
stockholders  to  intervene  or  appoint  a  committee  to  represent  them. 

Mr.  Smith.  I  know  nothing  about  that,  sir. 

The  Chairman.  You  know  nothing  about  that  matter  at  all? 

Mr^  Smith.  No,  sir ;  not  at  all.  The  only  thing  that  I  know  about 
the  stockholders  of  the  bank — as  I  say,  the  directors  of  the  bank 
owned  85  per  cent  and  thereby  controlled  the  stock;  and  before  the 
bank  closed  I  endeavored  to  get  them  to  save  it  After  the  bank 
closed  the  same  efforts  went  on  to  see  if  the  bank  could  be  reopened. 
But  as  to  any  appointment  down  at  the  comptroller^  office  that  was 
not  met  with,  Mr.  Jones ;  it  must  have  been  some  time  afterwards,  and 
I  know  nothing  about  it,  sir. 

The  Chairman.  Is  there  any  other  statement  you  wish  to  make 
with  regard  to  Mr.  Jones's  testimony? 

Mr.  Smith.  I  might  possibly,  after  I  have  read  the  testimony. 

The  Chairman.  Had  you  not  better  suspend,  then  ? 

Mr.  Smith.  I  have  just  had  a  chance,  Senator,  to  look  at  it. 

{The  witness  was  thereupon  excused.) 

STATEMENT  OF  HE.  JOHN  S.  WENDT,  PITTSBTTBGH,  PA. 

Mr.  Wendt.  I  reside  in  Pittsburgh  and  I  have  been  practicing  law 
there  since  1890.  I  am  a  member  of  the  bar  of  the  State  and  the 
Fereral  courts  having  jurisdiction  in  that  community. 

I  first  became  counsel  for  the  receivers  under  the  national  bank  act, 
appointed  by  the  comptroller  in  about  1905,  when  the  Enterprise 
National  Bank  of  Allegheny  failed,  at  the  time  Mr.  Ridgely  was 
comptroller,  and  I  have  been  counsel  for  the  receivers  of  various 
banks  which  have  failed,  in  that  vicinitv,  under  his  administration 
and  the  administration  of  Lawrence  O.  Murray  and  the  present 
comptroller,  and  represented  John  H.  Strawn,  the  receiver  of  the 
First  National  Bank  of  Uniontown,  and  have  also  been  counsel  for 
the  Comptroller  of  the  Currency  in  one  proceeding  in  which  he  was 
trustee  of  certain  stocks  pledged  by  J.  V.  Thompson  for  the  purpose 
of  securing  certain  of  his  indebtedness. 

Mr.  Strawn  also  had  local  counsel  at  Uniontown  who  advised  him 
in  respect  to  certain  matters. 

There  are  only  two  matters  which  are  in  question  here,  I  think, 
about  which  I  need  to  say  anything,  and  those  are  the  matter  of  the 
pledging  of  the  stocks  and  the  matter  of  the  sale  of  the  bank  building. 

In  respect  to  the  sale  of  the  bank  building,  I  did  not  actively  rep- 
resent the  receiver.    A  petition  was  presented  by  his  local  counsel  at 
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Uniontown  to  the  United  States  district  court  sitting  at  Pittsburgh, 
and  when  opposition  was  made  to  the  selling  by  certain  parties  I  was 
requested  by  Mr.  Strawn  to  attend  the  hearing  before  the  court,  and 
I  have  a  knowledge  of  what  took  place  at  that  hearing  and  am  gen- 
erally familiar  with  the  facts-  respecting  the  sale  of  the  building. 

I  can  add  a  very  little,  perhaps,  to  what  Mr.  Smith,  the  last  wit- 
ness, testified  to,  and  to  what  Mr.  Strawn,  the  receiver,  who  is  ver^ 
competent  and  fully  informed  as  to  all  the  circumstances,  will  state. 
I  understand  he  is  here.  .  All  I  can  say  is  that  the  petition  was  pre- 
sented to  the  United  States  district  court  long  after  the  bank  failed, 
perhaps  three  years  after  the  bank  failed,  and  a  hearing  was  had  on 
it.  Notice  was  given  to  the  parties  in  interest,  and  after  the  hearing 
the  court  ordered  a  public  sale  of  the  building,  after  notice  by  pub- 
lication for  30  days. 

At  that  sale  it  was  sold  for  a  price  of,  I  think,  about  $750,000.  I 
believe  there  were  no  exceptions  to  the  sale.  There  was  no  complaint 
made  to  the  court  that  the  price  obtained  was  not  adequate  and  suffi- 
cient. I  gained  the  impression,  from  what  I  heard  at  the  time,  that 
the  parties  in  interest  were  fairly  well  satisfied  with  the  price  re- 
ceived.  It  was  more  than  I  think  was  generally  expected. 

Senator  Gronna.  Are  you  speaking  now  just  of  the  bank  building, 
or  of  the  buildings  enumerated  by  Mr.  Smith  ? 

Mr.  Wbndt.  I  am  not  clear  whether  the  sale  comprised  all  the  real 
estate  or  not,  but  I  think  it  did  not  comprise  it  all.  There  is  some 
real  estate  that  was  not  included.  Just  what  portion  of  the  real  estate 
wits  not  included  I  do  no  know ;  but  the  bank  building  was  sold,  and 
whether  the  opera  house  was  sold  with  it,  I  am  not  sure,  but  my  im- 
pression is  that  the  other  property  referred  to  by  Mr.  Smith  as  the 
one  on  which  the  printing  house  was  erected  was  not  sold. 
The  Chairman.  The  receiver  will  know  about  that? 
Mr.  Wendt.  Yes;  the  receiver  will  inform  you  fully  about  that. 
From  mv  observation  and  knowledge  of  the  circumstances  I  would 
say  that  the  building  was  much  too  large  for  the  municipality  in 
which  it  was  erected.  In  other  words,  it  was  the  only  building"  of 
that  character  there,  and  the  town  was  small.  It  is  the  center  of  the 
coal  industry.  The  life  of  the  town  depends  upon  the  coke  and  coal 
industry  of  which  it  was  the  center  at  the  time  the  town  originally 
grew  up,  and  it  is  a  fact,  I  think,  that  the  coal  areas  of  that  neigh- 
borhood are  being  rapidly  exhausted  to-day,  and  I  can  not  think 
that  there  is  any  prospect  of  any  great  increase  of  the  population  of 
that  community  or  any  increase  in  the  demand  for  office  space  or 
apartments  in  such  a  building.  On  the  contrary,  I  think  the  center 
of  the  coal  industry  is  likely  soon  to  shift  into  another  industry  which 
would  not  be  contributory  in  any  commercial  or  industrial  way  to 
the  Uniontown  community. 

The  court  gave  a  very  full  hearing  to  the  parties  in  interest,  and 
as  there  was  no  objection  to  the  sale  of  the  property — at  least,  I  do 
not  recall  any — I  thought  at  the  time  that  the  sale  was  satisfactory! 
I  do  not  believe  anybody,  any  responsible  party  in  that  community, 
having  a  knowledge  of  real  estate  values  ever  expected  that  they 
could  realize  the  amount  which  that  building  cost,  or  anything  like 
it,  because,  as  I  say,  it  was  an  exceptional  structure,  one  as  to  which 
jou  could  not  be  sure  that  the  demand  for  it  would  continue  to  exist. 
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As  to  the  other  matter,  the  pledge  of  certain  stocks  to  the  Comp- 
troller of  the  Currency,  the  history  of  that  is  this : 

After  this  bank  failed,  and  while  Mr.  Sherrill  Smith  was  receiver 
of  it,  be  came  to  me  and  consulted  me  about  a  pledge  of  certain  stocks 
which  he  understood  had  been  made  by  J.  V.  Thompson,  the  president 
of  the  bank  and  the  man  who  was  indebted  in  a  very  large  sum. 

The  Chairman.  Give  the  stenographer  the  dates  as  near  as  you 
can. 

Mr.  Wendt.  I  shall  do  that;  yes,  sir. 

This  was  shortly  after  January  18,  1915,  perhaps  in  the  spring 
of  that  year,  March  or  April,  that  Mr.  Smith  came  to  me  about  the 
matter.  He  had  gotten  information  that,  pursuant  to  negotiations 
had  between  Mr.  Thompson  or  his  counsel  and  the  comptroller  in  the 
fall  of  1914,  Mr.  Thompson  had  deposited  with  McCombs,  Ryan  & 
Gordon — of  which  William  F.  McCombs  was  the  leading  partner,  I 
believe — certain  stocks  as  security  for  certain  indebtedness  of  Thomp- 
son, and  the  matter  was  in  informal  and  unsatisfactory  shape. 

I  took  the  matter  up  and  ascertained  the  facts  by  conferences  with 
Mr.  Smith  and,  I  believe,  with  the  Comptroller  of  the  Curreny's 
office,  as  is  shown  in  the  records,  and  also  I  consulted  McCombs 
Ryan  &  Gordon.  I  found  that  there  were  in  the  hands  of  McCombs, 
Ryan  &  Gordon  3,000  shares  of  the  stock  of  the  Liberty  Coal  Co.,  a 
West  Virginia  corporation ;  7,000  shares  of  the  capital  stock  of  Wetzel 
Coal  Co.,  a  West  Virginia  corporation  that  had  just  recently  been  in- 
corporated by  J.  V.  Thompson  and  to  which  corporations  he  had  con- 
veyed, respectively,  certain  blocks  of  undeveloped  coal  in  West  Vir- 
ginia in  a  neighborhood  where  the  coal  had  not  been  developed  yet 
There  were  virgin  fields  untouched  and  undeveloped,  without  any  in- 
come, and  he  had  conveyed  these  properties  to  the  corporations  and 
taken  stock  for  his  coal  and  pledged  for  the  stock  or  deposited  it  with 
McCombs,  Ryan  &  Gordon  for  purposes  which  I  will  mention. 

The  purpose  of  that  was  to  get  the  asset  into  such  shape  as  he  could 
use  for  collateral.  That  was  the  purpose  of  the  organizations  of  the 
corporations. 

After  various  negotiations,  the  parties  in  interest,  including  Mr. 
J.  V.  Thompson  and  his  receivers — and  I  should  say  nere  that  in  the 
meantime  and  about  the  time  the  bank  failed  Mr.  Thompson  failed. 
His  failure  really  precipitated  the  failure  of  the  bank,  and  he  had 
procured  receivers  to  be  appointed  for  his  estate,  which  was  rather 
an  unusual  proceeding  in  our  community,  and  an  injunction  restrain- 
ing creditors,  and  so  forth.  So  the  matter  was  taken  up  with  Mc- 
Combs, Ryan  &  Gordon,  the  comptroller  and  Thompson  and  his 
receivers,  and  we  all  agreed  that  the  pledge  had  been  made  and  the 
terms  under  which  it  had  been  made  were  agreed  to.  McCombs, 
Ryan  &  Gordon  did  not  wish  to  act  as  pledgees  or  trustees  of  the 
trust,  and  suggested  that  the  stock  should  be  transferred  to  the 
Comptroller  of  the  Currency  as  trustee. 

We  all  agreed  that  the  purpose  of  the  pledge  was,  first,  to  secure 
payment  of  all  indebtedness  of  said  Thompson  to  the  First  National 
Bank  of  Uniontown,  Pa. ;  second,  to  secure  and  protect  all  depositors 
of  the  First  National  Bank  of  Uniontown,  Pa.,  from  loss  and,  third, 
secure  payment  of  notes  of  said  Thompson  held  by  other  national 
banks. 
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It  having  been  originally  intended  that  no  stocks  be  put  in  the 
hands  of  the  comptroller  for  the  purposes  stated,  it  was  agreed  that 
they  should  be  transferred  to  him,  but  the  receivers  of  Mr.  Thomp- 
son said  that  they  would  not  consent  to  it  unless  the  courts  appoint- 
ing them  gave  them  such  authority.  To  that  end  John  H.  Strawn, 
who,  in  the  meantime,  had  been  appointed  receiver  to  succeed  Mr. 
Smith  as  a  temporary  receiver,  presented  a  petition  to  the  Court 
of  Common  Pleas  of  Fayette  County,  Pa.,  the  court  which  ap- 
pointed the  receivers  for  Mr.  Thompson's  estate,  setting  forth  the 
fact  that  this  pledge  existed.  It  was  really  an  oral  pledge,  depend- 
ing upon  oral  understanding  and  certain  letters  for  the  terms  of  it, 
as  I  have  stated,  and  an  answer  was  filed  to  that  petition  by  Mr. 
Thompson  and  by  his  receivers  admitting  the  facts  set  forth  in  the 
petition.  The  court  then  made  a  decree  authorizing  the  receivers 
to  consent  that  the  certificates  for  the  stock  should  be  delivered  to 
the  Comptroller  of  the  Currency  to  be  held  by  said  Williams  for 
the  purpose,  first,  of  securing  payment  of  all  indebtedness  of  said 
Thompson;  second,  securing  and  protecting  all  depositors  of  the 
First  National  Bank  of  Uniontown,  JPa.,  from  loss;  and,  third,  secur- 
ing the  payment  of  notes  of  said  Thompson  held  by  other  national 
banks. 

At  that  time  Mr.  Thompson  said  he  did  not  want  the  stocks  dis- 
posed of  soon  and  that  he  would  like  to  have  an  opportunity  to  re* 
habilitate  himself  financially  if  he  could,  and  represented  that  he 
thought  he  could,  if  given  a  reasonable  opportunity  to  do  so.  We 
asked  him  how  lone  he  would  like  to  have.  He  said  it  would  be  only 
reasonable  to  give  Trim  an  opportunity  to  rehabilitate  himself  if  he 
could.  He  said  he  would  like  us  to  agree  that  the  stock  should  not 
be  sold  prior  to  March  1,  1916.    That  was  acquiesced  in. 

So  that  a  clause  was  put  in  that  decree  of  the  court  authorizing  the 
receivers  to  consent  to  this  transfer  of  comptroller,  a  clause  to  this 
effect: 

That  the  said  stock  shall  not  be  sold,  assigned,  or  transferred  or  converted 
or  otherwise  disposed  of  by  the  said  comptroller  prior  to  March  1,  1916,  and 
after  the  expiration  of  said  period  only  when  and  in  such  manner  as  may  be 
ajrrwd  upon  by  said  Thompson  or  his  legal  representatives  and  said  comptroller, 
and  in  default  of  such  agreement,  only  and  in  such  manner  as  may  be  deter- 
mined by  a  court  of  competent  jurisdiction,  that  said  Thompson  or  his  legal 
representatives  shall  have  the  right  to  redeem  said  stocks  at  any  time  in  the 
interim  on  the  payment  of  a  sum  not  exceeding  $750,000. 

That  sum  was  suggested  by  Mr.  Thompson,  and  the  receiver  re- 
garded that  sum  as  equal  to  or  in  excess  of  the  value  of  the  stocks. 
The  stocks  had  been  appraised  for  more  than  that,  but  the  appraise- 
ments that  were  made  were  made  by  men,  I  think,  pretty  much 
selected  by  Mr.  Thompson,  who  was  very  optimistic  as  to  values. 

The  stocks  were  then  transferred  to  the  comptroller  and  the  time 
passed.  March  1,  1916,  the  time  for  the  redemption  of  them  passed. 
Nothing  was  done  toward  redeeming  them.  The  coal  companies  had 
no  working  capital,  no  cash,  absolutely  none.  The  held  these  lands. 
Taxes  were  accumulating  on  the  lands,  and  requests  were  made  from 
the  comptroller  from  time  to  time  not  to  sell  the  stocks. 

A  committee  of  the  creditors  of  J.  V.  Thompson  had  in  the 
meantime  been  organized,  and  I  understand  that  that  committee  and 
the  receivers  of  Thompson  and  Mr.  Thompson  himself  strongly  op- 
posed the  sale  of  those  stocks  at  any  time. 
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The  trustees  in  bankruptcy  of  Thompson — let  me  say  for  the  in- 
formation of  the  committee  that  the  validity  of  the  receivership  was 
Questioned  by  certain  creditors  of  Thompson,  and  the  Supreme 
!ourt  of  Pennsylvania  determined  that  the  receivership  was  void 
and  invalid  and  did  not  have  any  effect,  and,  then,  Thompson  be- 
came bankrupt,  and  the  trustees  in  bankruptcy  were  appointed,  and 
they  opposed  tne  sale  of  these  stocks,  claiming  that  eventually  they 
hoped  to  be  able  to  redeem  them. 

The  committee  will  observe  that  the  pledge  was  made  not  only  for 
the  purpose  of  securing  the  indebtedness  of  Thompson  to  the  bank 
and  to  protect  the  depositors  from  loss,  but  also  to  secure  the  pay- 
ment of  notes  of  Thompson  held  by  any  other  national  banks.  There 
were  a  hundred  or  more  other  national  banks  that  held  notes  of 
Thompson's,  of  which  many  were  unsecured,  except,  perhaps,  by  this 
pledge.  The  comptroller,  therefore,  was  under  the  duty  of  protect- 
ing the  beneficiaries  of  this  trust. 

Acting,  as  I  understand,  in  response  to  the  request  of  Thompson's 
creditors'  committee,  who  claimed  to  represent  the  great  bulk  of 
these  creditors  and  the  trustees  of  Thompson  in  bankruptcy,  Thomp- 
son himself,  the  comptroller  held  off.  I,  from  time  to  time,  called 
the  comptroller's  attention  to  the  fact  that  he  was  trustee  not  only 
for  the  receiver  but  also  for  these  other  national  banks,  and  the  in- 
debtedness due  to  the  other  national  banks  for  which  this  stock  was 
in  the  comptroller's  hands  amounted  to  between  two  and  three  mil- 
lion dollars,  as  near  as  I  can  ascertain  it,  and  the  interest  was  ac- 
cumulating on  that  as  well  as  on  the  debts  of  Thompson  due  to  the 
bank  and  of  the  indebtedness  of  the  bank  to  the  depositors. 

The  Chairman.  What  was  his  indebtedness  to  the  Uniontown 
bank? 

Mr.  Wendt.  Thompson's  expressed  indebtedness,  represented  by 
notes  to  which  he  was  a  party,  maker,  indorser,  or  guarantor,  was 
about  $200,000  at  the  time  the  sale  of  the  stock  was  pledged ;  but  he 
contended,  and  his  trustee  in  bankruptcy  contended,  that  there  was 
an  additional  indebtedness,  approximating  $900,000,  which  was 
really  his  indebtedness  to  this  bank,  because  that  sum  had  been  ob- 
tained by  him  indirectly  from  the  bank.  Originally,  Mr.  Thomp- 
son had  been  indebted  to  the  bank  for  very  much  in  excess  of 
$200,000.  His  indebtedness  had  greatly  exceeded  the  legal  amount, 
and,  in  response  to  objections  or  criticisms  made  by  the  comptrollers 
office,  he  had  reduced  that  indebtedness  but  nominally  by  having 
notes,  on  which  he  was  maker  or  indorser,  renewed  without  his  in- 
dorsement, although,  as  a  fact,  he  had  gotten  the  proceeds.  After 
his  failure  he  contended  that  this  pledge  secured  not  only  that  in- 
debtedness of  $200,000  on  which  he  was  manifestly  liable  but  also 
this  so-called  indirect  indebtedness  which  was  represented  by  notes 
of  other  parties  to  which  he  was  not  a  party,  which  amounted  to 
about  $900,000.     His  trustees  so  contended. 

There  was  therefore  manifestly  a  question  as  to  whether  this 
pledge  covered  that  indirect  indebtedness.  It  was  to  the  interest  of 
the  other  national  banks  to  hold  Thompson's  paper  secured  by  this 
pledge.  In  other  words,  it  was  to  their  interest  to  have  it  held,  but 
the  pledge  did  not  include  this  indirect  indebtedness,  but  only  the 
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indebtedness  which  was  legally  enforceable,  namely,  that  on  which 
Thompson  was  maker,  indorser,  or  guarantor. 

The  Chairman.  This  suggestion  that  this  collateral  should  be 
held  and  indebtedness  to  other  national  banks;  that  you  say  was 
agreed  to? 

Mr.  Wendt.  Oh,  yes. 

The  Chairman.  Was  there  any  legal  obligation  on  the  part  of  the 
Uniontown  Bank  to  forfeit  its  right  to  the  whole  collateral  ? 

Mr.  Wendt.  The  pledge  was  first  to  secure  all  of  Thompson's  in- 
debtedness to  the  Uniontown  Bank. 

The  Chairman.  They  had  the  prior  right  or  prior  lien? 

Mr.  Wendt.  Exactly.  Then  to  indemnify  the  depositors  against 
loss  and,  third,  the  other  national  banks. 

The  Chairman.  That  was  the  agreement;  but  the  Uniontown 
Bank  had  the  prior  lien? 

Mr.  Wendt.  Yes,  sir. 

The  Chairman.  What  were  the  liabilities  of  the  bank  at  the  time 
of  its  failure? 

Mr.  Wendt.  The  Uniontown  Bank  ? 

The  Chairman.  Yes. 

Mr.  Wendt.  Well,  you  can  get  that  more  accurately  from  Mr. 
Strawn.  Mr.  Smith  stated  the  deposits  were  $1,400,000,  Whether 
there  were  additional  liabilities  or  not  I  do  not  know.  I  am  not 
familiar  with  those  figures,  Senator.  You  had  better  get  them  from 
the  receiver.     He  will  be  very  competent  to  give  you  that. 

The  Chairman.  Just  give  us  the  point  on  which  your  testimony 
controverts  Mr.  Jones's  testimony.  We  are  perfectly  willing  to  give 
you  all  the  time  you  want,  but  just  give  the  important  items  that  are 
in  dispute. 

Mr.  Wendt.  I  do  not  care  to  take  up  the  time  of  the  committee 
further  than  is  necessary  to  elucidate  this  situation,  because  I  think 
&  false  impression  has  been  given  to  the  committee. 

The  Chairman.  Mr.  Jones's  complaint  was  that  the  stocks  should 
have  been  sold  before  the  real  estate,  as  I  understand  it. 

Mr.  Wendt.  Yes.  There  are  several  answers  to  that.  Perhaps 
the  most  important  one  is  that  the  creditors  of  Thompson  and  tne 
trustees  of  Thompson  in  bankruptcy  represented  that  if  it  was  not 
sold  they  would  be  able  to  dispose  of  it  for  a  much  greater  price  than 
could  be  obtained  by  public  sale,  and  they  protested  vigorously 
against  the  sale  of  it. 

The  Chairman.  Notwithstanding  the  bank  creditors  had  the  first 
lien? 

Mr.  Wendt.  Well,  they  also  contended  that  they  had  an  injunction 
over  in  West  Virginia  against  the  sale  of  it.  They  did  get  an  in- 
junction from  the  District  Court  of  the  Northern  District  of  West 
Virginia  purporting  to  enjoin  the  sale  of  these  stocks.  The  comp- 
troller was  not  made  a  party  to  the  proceeding  at  all  and  had  no 
notice  of  it,  but  the  trustees  went  in  there  to  that  court  in  West 
Virginia  and  got  an  injunction  against  all  persons  disposing  of  any 
of  the  assets  of  Thompson. 

The  Chairman.  The  receiver  was  not  made  a  party  ? 

Mr.  Wendt.  No  ;  the  comptroller,  nor  was  the  receiver  of  the  bank, 
as  I  recall  it,  made  a  party.  It  was  in  another  State.  The  depositors 
had  not  been  paid  in  full ;  they  had  been  paid  in  part 
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The  Chairman.  What  were  the  total  deposits;  do  vou  remember? 

Mr.  Wendt.  $1,400,000  at  the  time  the  bank  failed.  'The  depositore 
had  not  been  paid  off  in  full.  In  February,  1918,  the  indebtedness 
of  Thompson  to  the  bank  had  not  been  paid.  The  indebtedness  to 
these  national  banks  amounting  to  between  two  and  three  millions 
had  not  been  paid.  There  was  not  a  dollar  paid  on  it,  and  the  inter- 
est had  accrued  on  it  for  several  years,  which  you  will  see  amounts 
to  $150,000  or  more  a  year,  and  my  judgment  was  that  the  comp- 
troller would  be  open  to  criticism* if  he  had  further  delayed  the 
sale  of  stocks.  In  the  meantime,  however,  there  had  nothing  tran- 
spired which  had  depreciated  the  value  of  the  stocks.  Perhaps  the 
conditions  were  rather  better  then  for  the  sale  of  the  stocks  than 
thev  were  earlier,  for,  as  I  remember,  in  1918  the  coal  industrv  was 
affected;  the  value  of  coal  stocks  was  in  a  depressed  state,  and  the 
outbreak  of  the  war  helped  it.  So  that  in  February,  1918,  a  bill  was 
filed  by  me  in  behalf  of  the  comptroller  in  the  District  Court  of  the 
United  States  for  the  Western  District  of  Pennsylvania  for  a  fore- 
closure  and  sale  of  these  stocks. 

The  Chairman.  Was  the  building  sold  at  that  time? 

Mr.  Wendt.  I  do  not  recall  the  precise  date  of  the  sale  of  the 
building.  It  seems  to  me  the  building  was  sold  about  the  same  time 
this  bill  was  filed. 

The  Chairman.  But  vou  do  not  know  whether  it  was  sold  before 
or  after? 

Mr.  Wendt.  I  am  not  clear  about  that,  sir. 

At  the  time  when  the  bill  was  filed  w*e  made  parties  defendant 
Mr.  Thompson  individually,  his  trustees  in  bankruptcy,  and  a  num- 
ber of  national  banks  who  held  notes  of  Mr.  Thompson  who  were  of 
such  a  kind  as  would  represent  a  large  class  of  125  national  banks 
that  were  interested  in  this  pledge,  and  the  trustees  of  Mr.  Thomp- 
son came  in  and  opposed  the  sale  of  the  stocks  and  resisted  a  decree. 
They  admitted  the  terms  of  the  pledge,  admitted  that  the  time  for 
redemption  had  passed,  and  all  that,  but  claimed  that  it  was  to  the 
interest  of  all  parties  concerned 

The  Chairman.  Did  the  stockholders  ask  to  intervene  at  this  time? 

Mr.  Wendt.  The  stockholders,  I  believe,  asked  to  intervene. 

The  Chairman.  At  this  time? 

Mr.  Wendt.  It  was  before  the  decree  was  made. 

The  Chairman.  Before  the  decree  was  made  ? 

Mr.  Wendt.  Yes,  sir.  Their  object  in  intervening  was  to  resist 
and  dispute  the  claims  of  other  national  banks  that  the  receiver 
of  the  Uniontown  bank  was  not  entitled  to  recover  anv  more  than 
200,000 ;  in  other  words,  not  entitled  to  recover  this  $900,000  of  so- 
called  indirect  indebtedness. 

I  resisted  the  intervention  on  the  ground  that  the  question  which 
they  sought  to  be  represented  upon  and  to  litigate  at  that  time  was 
not  involved  in  the  preliminary  hearing  which  would  precede  the 
entry  of  a  decree,  and  the  court  took  that  view  of  it — that  the  court 
would  not  determine  until  the  stocks  had  been  sold  wTho  were  entitled 
to  the  proceeds. 

The  trustees  in  bankruptcy  contended  that  the  court,  before  a  sale, 
must  adjudicate  who  were  the  creditors  entitled  to  respective  rights 
and  priorities  to  the  amount  of  their  claims,  and  the  court  held, 
and,  I  think,  rightly — there  are  many  precedents  in  similar  pro- 
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ceedings  in  the  books — that  the  real  question  before  it  at  that  time 
was  as  to  the  terms  of  the  pledge,  whether  the  stock  should  be  sold, 
and  after  the  sale  had  been  had,  if  the  trustees  were  brought  into 
court,  then  the  court  would  determine  all  questions  arising  upon 
distribution. 

The  Chairman.  I  suppose,  as  a  matter  of  record,  the  stockholders 
were  denied  their  petition  on  the  ground  stated? 

Mr.  Wendt.  They  were  denied  the  right  to  intervene  at  that  time. 

The  Chairman.  At  the  time  the  stocks  were  sold  ? 

Mr.  Wendt.  Xo.  The  court  entered  a  decree  defining  the  terms  of 
the  pledge,  and  appointing  a  master  to  make  the  sale,  reserving 
questions  of  distribution.  The  trustees  in  bankruptcy  took  an  appeal 
for  the  purpose  of  preventing  the  sale,  and  the  Circuit  Court  of  Ap- 
peals of  the  third  circuit  still  has  the  case.    It  was  argued. 

The  Chairman.  Oh,  yes ;  I  remember. 

Mr.  Wendt.  It  was  argued  in  October  and  November  of  last  year. 

The  Chairman.  The  stocks  are  not  sold  yet? 

Mr.  Wendt.  The  stocks  are  not  sold  yet.  The  comptroller  has 
done  everything  that  he  can  do  to  procure  the  sale  of  them. 

The  Chairman.  Then  there  is  no  controversy  between  you  and 
Mr.  Jones,  as  I  understand  it,  as  to  the  record  of  the  proceedings? 

Mr.  Wendt.  There  is  no  controversy  as  to  the  fact  that  the  stock- 
holders attempted  to  intervene,  and  that  I  resisted  it  for  the  reasons 
>tated,  and  he,  is  I  understand  it,  withdrew  his  petition  after  Judge 
Orr  expressed  the  view  that  he  would  not  determine  that  point  which 
they  sought  to  have  litigated  at  that  time,  but  he  would  have  an 
opportunity  later  to  appear  before  the  master  and  resist  any  claims 
of  other  national  banks. 

I  always  advised  the  receiver  and  thef  comptroller  that  neither 
the  receiver  nor  the  comptroller  could  decide  the  question  of  law  as 
to  the  distribution :  that  that  was  a  question  that  should  be  scrupu- 
lously left  to  be  determined  by  the  court,  and  the  comptroller  prop- 
erly enough  expressed  no  opinion  as  to  how  the  proceeds  were  to  be 
distributed. 

The  Chairman.  If  there  is  any  question  as  to  the  comptroller's 
action  or  the  receiver's  action  in  disposing  of  the  bank  building  be- 
fore they  do  the  stock? 

Mr.  Wendt.  If  there  is  any  question  about  it ;  yes. 

On  that  point  the  situation  was,  as  I  have  stated  to  some  extent, 
that  the  bank  had  failed  three  years  previously.  The  depositors  were 
unpaid.  Thompson's  debt  to  the  bank  was  unpaid ;  interest  was  ac- 
cruing on  that,  and  the  banking  house  was  not  appreciating  its  value. 
According  to  the  information  they  got,  it  was  the  most  valuable  asset. 
The  bank  had  to  be  liquidated.  There  was  no  hope  of  its  rehibilita- 
tion. 

The  CnAiRMAN.  What  percentage  of  the  deposits  had  been  paid  ? 

Mr.  Wendt.  Oh,  they  have  been  paid  in  full  now. 

The  Chairman.  They  have  been  paid  in  full  ? 

Mr.  Wendt.  They  have  been  paid  in  full,  with  interest.  There  has 
been  a  very  happy  and  fortunate  situation  brought  about,  I  think, 
by  the  manner  in  which  Thompson's  estate  has  been  handled.  As  I 
say.  receivers  have  been  appointed  for  his  estate 

The  Chairman.  Just  tell  us  in  a  word  how  the  money  was  raised 
by  which  the  depositors  were  paid. 
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Mr.  Wendt.  The  receivers  were  held  afterwards  to  have  ben  ille- 
gally appointed.  Pending  a  decision  of  the  supreme  court  voiding  the 
receivership  and  nullifying  it,  the  receiver  of  the  bank  procured  judg- 
ments against  Thompson  in  the  form  of  liens  on  his  real  estate,  and  he 
also  procured  jugments  against  various  other  debtors  of  the  bank. 
Through  the  receiver's  vigilance  in  getting  judgments  while  antici- 
pating the  voidance  of  this  receivership,  he  got  liens  in  priority  to 
other  creditors  which  enabled  him  to  collect  in  full  any  debts  which 
he  would  not  have  otherwise  collected  but  a  very  small  portion  of. 
As  the  result  of  the  collection  of  those  judgments  which  he  got  in  pri- 
ority to  other  creditors  by  reason  of  the  receivership  being  held  void, 
he  collected  large  sums  which  he  did  not  anticipate. 

The  Chairman.  Do  you  know  how  much?    . 

Mr.  Wendt.  No  ;  the  receiver  can  give  you  that. 

The  Chairman.  Could  the  depositors  have  been  paid  without  the 
sale  of  the  building? 

Mr.  Wendt.  Not  at  that  time,  nor  was  there  then  any  immediate 
prospect  that  they  could. 

The  Chairman.  Could  they,  if  the  bank  building  had  been  held 
by  the  receiver,  have  liquidated  these  claims,  and  could  the  deposi- 
tors' claim  on  the  bank  have  continued  ? 

Mr.  Wendt.  On  that  I  am  not  competent  to  speak.  You  will  have 
to  inquire  about  that  from  the  receiver  himself. 

I  have  been,  as  you  know,  merely  counsel  for  the  receiver;  but  at 
the  time  the  sale  was  made  there  was  no  showing  presented  to  the 
court  which  impressed  it  as  sufficient  to  warrant  preventing  the  sale. 
The  court  was  satisfied  that  the  assets  ought  to  be  converted.  There 
was  no  appeal  from  that  judgment,  of  course. 

The  Chairman.  I  do  n<tt  understanad  that  Mr.  Jones  can  contest 
that  record  at  all.  It  is  a  mere  question  of  the  exercise  of  good  judg- 
ment in  the  conservation  of  the  assets  of  the  bank. 

Mr.  Wendt.  Well,  the  receiver  took  the  opinion  of  very  competent 
men  as  to  the  value  of  that  estate,  and  the  comptroller  was  guided, 
as  I  understand  it,  very  largely  upon  the  information  furnished  to 
him  by  the  receiver,  and  perhaps  by  some  independent  investigation. 

The  Chairman.  You  know  nothing,  probabaly,  about  the  efforts  of 
Mr.  Jones  to  have  a  committee  appointed  representing  the  stock- 
holders.   Did  you  hear  his  testimony? 

Mr.  Wendt.  No  ;  I  did  not  hear  his  testimony.  I  read  it,  though. 
Senator.  You  refer  to  his  effort  to  have  a  shareholders'  agent 
appointed  ? 

The  Chairman.  Yes. 

Mr.  Wendt.  As  the  law  provides.  No;  I  know  nothing  about 
that.  I  know  that  the  question  arose.  I  do  not  know  anything  about 
his  efforts. 

The  Chairman.  Thank  you.  Have  you  other  witnesses  ready, 
Mr.  Comptroller? 

Mr.  Wendt.  There  is  one  matter  of  evidence  that  I  overlooked, 
and  that  is  this,  that  attorneys  for  some  of  the  other  national  bank* 
interested  in  the  pledge  of  these  stocks  had  consulted  the  receiver 
and  requested  that  he  have  the  comptroller  bring  a  suit  for  the  sale 
of  those  stocks,  but  the  parties  who  were  vitally  interested  in  the 
value  of  them — that  is,  the  trustees  in  bankruptcy  who  were  inter- 
ested to  obtain  the  most  possible  out  of  it — did  not  want  them  sold 
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at  all.  They  complained  that  they  were  an  integral  part  of  Thomp- 
son's estate,  and  they  had  negotiations  for  the  sale  of  the  estate  in 
bulk  and  the  sale  of  these  stocks  would  prejudice  the  negotiations 
they  had  for  the  sale  of  Thompson's  estate,  and  the  result  would  be 
that  it  would  be  financially  disastrous  to  the  bank  and  the  receivers  of 
the  bank  to  have  the  stocks  sold  at  that  time.  That  was  the  reason 
why  it  was  delayed  so  long. 

The  Chairman.  Do  you  want  to  go  on  this  afternoon,  Mr.  Wil- 
liams? 

Mr.  Wiljliams.  I  would  like  to,  Senator. 

The  Chairman.  The  committee  will  take  a  recess  until  2  o'clock 
this  afternoon. 

(Whereupon,  at  11.45  o'clock  a.  m.,  the  committee  took  a  recess 
until  2  o'clock  p.  m.) 

AFTERNOON  SESSION. 

The  committee  reconvened  at  the  expiration  of  the  recess  at  2 
o'clock  p.  m. 

STATEMENT  OF  HE.  JOHN  S.  WENDT— Eesumed. 

Mr.  Wendt.  Mr.  Chairman,  there  was  one  reason  for  the  sale  of 
that  bank  building  previous  to  the  sale  of  the  stocks  pledged  to  the 
comptroller,  which  I  neglected  to  state  this  morning.  Tou  will  have 
observed  that  the  deposit  of  the  stocks  with  the  comptroller  was  in 
trust  for  the  purpose — 

First,  of  securing  payment  of  all  indebtedness  of  Thompson  to 
the  First  National  Bank  of  Uniontown. 

Second,  the  securing  and  protecting  of  depositors  of  the  First 
National  Bank  of  Uniontown  from  losses. 

Third,  to  secure  the  payment  of  notes  of  said  Thompson  held  by 
other  national  banks. 

You  will  observe  that  the  second  purpose  is  to  secure  and  protect 
all  depositors  of  the  First  National  Bank  of  Uniontown  from  loss. 
That  created  a  contract  of  indemnity,  a  trust  to  indemnify  the  de- 
positors against  loss.  That  would  mean  that  if  the  assets  of  the 
bank  were  not  sufficient  to  pay  the  depositors,  then  the  stock  could 
be  resorted  to  for  that  purpose.  So  that  the  primary  assets  for  the 
payment  of  the  depositors  were  the  assets  of  the  bank.  This  stock 
was  only  secondarily  liable  to  protect  depositors  from  loss. 

In  equality,  as  well  as  in  good  morals,  the  receiver  would  be 
bound  to  exhaust  the  assets  of  the  bank  to  pay  the  depositors  before 
he  would  resort  to  this  collateral,  or  have  the  comptroller  sell  the 
collateral  for  the  purpose  of  paying  the  depositors,  and  that  was  one 
reason  the  sale  of  the  bank  was  brought  about  in  priority  to  the  sale 
of  the  stock,  because  the  other  national  banks  who  were  interested  in 
the  pledge  of  stocks  would  have  had  a  right  to  complain  if  their 
security  was  taken  to  pay  the  depositors  oefore  the  assets  of  the 
Uniontown  bank  were  exhausted  in  liquidation  for  the  purpose  of 
paving  them. 

Therefore,  it  seems  to  me  plain  that  there  was  no  equity  whatever 
in  the  contention  of  the  stockholders  that  this  stock  in  the  comptrol- 
ler's hands  should  be  exhausted  first  to  pay  the  depositors,  because 
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and  I  had  them  on  a  long-distance  phone,  and  at  that  time  I  did  not 
know  the  conditions  that  things  were  in  in  the  bank. 

Senator  Groxna.  Had  you  examined  this  bank  previously? 

Mr.  Smith.  I  had  examined  the  bank  previously.  The  last  time 
was  some  time  in  the  summer  of  1914, 1  think. 

Senator  Gronna.  Had  you  made  only  one  examination? 

Mr.  Smith.  I  had  made  several  from  1912  to  1915. 

Senator  Gronna.  Could  it  be  possible  for  Mr.  Thompson  or  for 
any  other  bank  officials  to  keep  these  things  hidden,  if  the  examina- 
tions were  thorough,  in  amounts  as  large  as  you  have  stated  ? 

Mr.  Smith.  After  everv  examination  these  items  were  corrected, 
at  the  time,  or  immediately  after. 

The  Chairman.  Do  you  mean  embezzlements? 

Mr.  Smith.  Any  amount  that  Mr.  Thompson  was  overdrawn,  and 
the  checks  in  the  cash  items,  and  the  loans  above  the  legal  amount, 
were  made  good. 

The  Chairman.  Were  the  acts  that  were  afterwards  complained 
of  as  embezzlements  called  to  their  attention  at  that  time? 

Mr.  Smith.  Yes,  sir.  If  a  man  was  overdrawn  it  would  not  nec- 
essarily mean  that  it  was  an  embezzlement. 

Senator  Gronna.  Perhaps  I  misunderstood  the  witness,  Mr.  Chair- 
man, but  I  understood  him  to  say  this  piorning  that  he  spent  some 
time  at  either  Uniontown  or  in  some  other  town  giving  these  people 
time  to  make  arrangements  to  get  sufficient  funds  to  go  on  with  the 
bank.  The  way  I  understood  you,  Mr.  Smith,  was  this,  that  you  did 
not  want  to  see  the  bank  closed 

Mr.  Smith.  That  is  right. 

Mr.  Gronna.  Did  I  understand  you  correctly? 

Mr.  Smith.  I  did  not  want  to  see  the  bank  closed.  I  do  not  think 
I  stated — I  stated  that  I  worked  all  day  and  half  the  night  in  Pitts- 
burgh trying  to  work  out  some  plan  whereby  enough  money  could  be 
raised  to  prevent  the  bank  closing. 

Senator  Gronna.  I  understood  you  correctly,  then. 

Mr.  Smith.  The  other  stockholders  and  directors  were  in  Union- 
town,  and  I  discussed  the  matter  of  raising  money  with  them  over 
the  long-distance  phone. 

Senator  Gkonna.  Do  y^u   not  think  that  where  you  find  bank 

officials  who  will  continuously  violate  the  law,  such  as  you  have  stated 

here,  embezzle  money,  and  overdraw  their  account,  an  institution  of 

that  sort  should  be  closed  unless  there  is  a  change  in  the  manage- 

-  ment  ? 

Mr.  Smith.  Ordinarily,  yes.  The  first  concern,  of  course,  to  an 
examiner  is  the  depositors,  and  the  first  effort  of  the  department  is 
to  work  the  bank  into  shape  so  that  the  depositors  will  run  no  risk 
of  loss.  That  is  {he  first  object  of  an  examination.  This  situation 
was  peculiar. 

Senator  Gronna.  In  your  judgment  had  the  bank  improved  in  its 
financial  condition  from  the  time  that  vou  first  discovered  these  ir- 
regularities  in  1912  up  to  1915? 

Mr.  Smith.  It  had  been  improving,  yes,  sir;  constantly. 

Senator  Gronna.  It  kept  on  improving  constantly? 
Mr.  Smith.  Yes,  sir.    And,  furthermore,  part  of  that  is  shown  by 
the  ultimate  result  of  the  receivership  and  the  fact  that  the  bank  has 
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paid  out  and  has  assets  left.     If  left  alone  that  bank  would  have 
closed  sometime  ago. 

In  regard  to  the  appointment  of  Mr.  Strawn  as  receiver,  I  want 
to  say  that  I  had  known  Mr.  Strawn  for  sometime.  I  had  known  of 
his  experience  as  a  receiver  under  former  comptrollers  of  the  cur- 
rency, and  also  the  work  he  had  done  as  receiver  of  a  national  bank 
at  Waynesboro,  Pa.,  where  he  had  been  receiver  for  a  number  of 
years,  and  knowing  that  Mr.  Strawn  was  thoroughly  familiar  with 
the  coal  situation  m  Fayette  and  Green  Counties,  Fa.,  which  com- 
prised the  assets  that  meant  the  liquidation  of  this  bank  successfully, 
I  recommended  the  appointment  of  Mr.  Strawn  as  receiver  of  the 
First  National  Bank  of  Uniontown.  I  wish  also  to  state  that  I  be- 
lieve the  result  of  the  receivership  has  justified  that  opinion. 

The  Chairman.  Mr.  Strawn,  I  understand,  is  to  appear? 

Mr.  Williams.  Yes,  sir. 

Mr.  Smith.  It  was  also  stated  that  a  deliberate  attempt  was  made 
to  limit  the  construction  of  the  stock  pledged.  The  sworn  report  of 
condition  on  December  31,  1914,  showed  Mr.  Thompson's  direct  and 
indirect  liabilities  to  that  bank  were  something  like  $200,000.  I 
am  speaking:  from  memory,  but  it  was  a  comparatively  small  amount. 
In  the  testimonv  here  it  is  alleged  that  his  indirect  liabilities  are 
$900,000.  Mr.  Thompson,  as  president  of  the  bank,  swore  to  the 
statement  showing  his  direct  and  indirect  liabilities.  This  $900,000 
must  take  in  a  considerable  number  of  assets  on  which  Mr.  Thomp- 
son was  not  liable  to  the  bank. 

Mr.  Jones  also  made  a  statement  here  that  some  party  had  a  de- 
posit of  $250,000  in  that  bank,  and  that  he  was  directed  to  lift  the 
deposit,  presumably  to  remove  it  from  the  bank.  If  that  refers  to 
Mr.  Hackney,  cashier  of  the  bank,  I  am  familiar  with  the  transac- 
tion. 

Mr.  Hackney  deposited  in  the  bank  a  considerable  sum  of  money 
at  various  times,  and  took  the  bank's  certificate  of  deposit,  getting  no 
interest.  He  informed  me  that  it  was  an  ordinary  deposit,  in  the 
regular  course  of  business.  I  afterwards  found  that  he  was  getting 
<>  per  cent  interest  on  those  certificates.  I  asked  him  how  he,  as 
cashier  of  the  bank,  got  6  per  cent  interest  on  a  certificate  that  bore 
no  interest.  He  then  told  me  that  he  went  to  other  banks  and  bor- 
rowed money  personally. 

The  Chairman.  When  was  this  ? 

Mr.  Smith.  This  was  some  time  prior  to  the  closing  of  the  bank. 

The  Chairman.  It  is  important  that  you  should  fix  that  date. 

Mr.  Smith.  The  date  is  not  fixed  here,  nor  can  I  fix  it  from 
memory. 

The  Chairman.  Within  a  year  or  two  years? 

Mr.  Smith.  I  should  imagine  it  was  within  a  year. 

The  Chairman.  Might  it  have  been  more  than  a  year? 

Mr.  Smith.  It  might  have  been.  I  do  not  think  that  it  was.  He 
borrowed  the  money  and  deposited  it  in  the  First  National  Bank  of 
Uniontown  personally,  and  got  the  same  rate  of  interest  that  he 
paid  on  the  money  he  borrowed  and  deposited.  I  then  told  him 
that,  as  a  matter  of  fact,  it  was  not  an  ordinary  deposit,  but  that 
his  bank  was  borrowing  money  from  him  personally,  and  they 
should  show  those  certificates  as  representing  money  borrowed.  But 
he  was  not  instructed  to  take  the  deposit  out  at  any  part  of  the  time. 
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At  the  time  the  bank  closed,  as  I  stated,  there  was  a  certain 
amount  of  liabilities,  referred  to  here  as  deposits,  of  $1,400,000  or 
$1,500,000.  In  addition  to  that,  the  bank  had  a  liability  of  $400,000 
of  emergency  currency.  Thev  also  had  the  possible  liability,  which 
is  still  in  existence,  of  some  $400,000  on  these  foreigners'  notes,  the 
foreigners  holding  them  contending  the  bank  is  liable. 

The  emergency  currency,  among  other  things,  was  secured  by  a 
lot  of  assets  that  did  not  belong  to  the  bank.  Thompson  procured 
a  hundred  or  a  hundred  and  twenty-five  thousand  dollars  worth  of 
first-mortgage  bonds  from  a  local  concern,  borrowed  them,  and  de- 
posited them.  He  procured  some  notes  in  the  same  way.  That 
liability  had  to  be  taken  care  of,  and  before  anybody  can  say  what 
the  amount  is  to  come  back  to  the  stockholders  of  that  bank  the, 
liabilities  have  all  got  to  be  eliminated,  including  the  claims  of  these 
foreigners  who  hold  these  personal  notes. 

I  think  I  stated  this  -morning — if  not,  I  would  like  so  say— that 
where  it  says  here  that  "  for  years  prior  to  the  date  it  was  closed 
bv  the  comptroller,"  that  is  not  correct  The  comptroller  did  not 
close  the  bank.  The  board  of  directors  realized  they  did  not  have 
enough  cash — I  think  they  had  something  like  $2,000  in  cash  in  the 
bank.  The  board  of  directors  had  been  unable  to  raise  any  funds. 
Personally  they  were  unwilling  to  put  up  the  money,  the  bank  could 
not  and  did  not  have  the  assets  to,  and  tne  board  of  directors  closed 
the  bank  themselves. 

The  Chairman.  The  comptroller  was  inclined  to  carry  the  bank 
along? 

Mr.  Smith.  As  long  as  the  situation  could  be  saved  and  liquidated 
for  the  benefit  of  depositors ;  yes,  sir. 

The  Chairman.  That  is  all. 

Senator  Fletcher.  What  do  you  mean,  Mr.  Smith  ?  I  do  not 
quite  catch  your  meaning  in  referring  to  these  foreigners'  notes,  per- 
sonal notes.    You  described  them  as  personal  notes  of  the  foreigners. 

Mr.  Smith.  No  ;  Mr.  Thompson's  personal  notes  to  foreigners.  In 
other  words,  a  foreigner  would  come  into  the  bank  with  a  few  dol- 
lars to  deposit  and  want  interest.  He  would  get  a  personal  note  of 
Mr.  Thompson's,  or  he  would  get  a  personal  note  ox  Mr.  SeamansV, 
who  was  assistant  cashier,  and  in  some  few  instances  he  would  get 
a  personal  note  of  one  of  the  tellers.  These  notes  he  pinned  in  the 
back  of  the  bank's  pass  book,  and  they  bore  4  per  cent  interest. 
Thereafter  if  a  foreigner  wanted  to  get  his  interest,  or  if  he  wanted 
to  get  a  partial  payment  on  the  note,  he  did  not  go  to  Mr.  Thompson, 
he  did  not  go  to  Mr.  Seamans,  but  he  went  in  to  a  teller  of  the  bank 
and  said  he  wanted  $40  or  $50  and  wanted  interest.  They  would 
give  him  the  interest  and  indorse  it  on  the  back  of  the  note.  That 
question  of  whether  the  bank  is  liable  is  one  that  the  courts  have  to 
decide.  On  the  other  hand,  that  liability  is  one  the  receiver  has  to 
take  notice  of  and  has  to  hold  enough  assets  to  provide  for  their  pay- 
ment if  the  bank  is  liable. 

Senator  Fletcher.  You  designate  these  people  as  foreigners. 

Mr.  Smith.  Yes,  sir. 

Senator  FiiETCher.  What  do  you  mean  by  that,  that  they  were  not 
citizens  of  the  United  States? 

Mr.  Smith.  Possibly  I  ought  to  correct  th^t.  I  mean  people  of 
foreign  birth,  and  in  any  number  of  cases  in  order  to  talk  to  tnem  I 
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had  to  get  a  foreigner  who  was  employed  in  the  bank  to  carry  on 
the  conversation.  They  could  not  talk  English,  or  if  at  all,  im- 
perfect English.  Whether  or  not  they  were  naturalized,  I  could  not 
say. 

Senator  Fletcher.  They  resided  there  ? 

Mr.  Smith.  Miners  and  coke  workers  living  in  that  section. 

Senator  Fletcher.  They  resided  there,  and  do  they  still  reside 
there,  or  did  any  of  them  go  out  of  the  country  ? 

Mr.  Smith.  I  do  not  think  many  of  them  have  gone  out  of  the 
country  since  1915.    They  may  have. 

The  Chairman.  How  long  have  you  been  an  examiner? 

Mr.  Smith.  Since  1910,  sir. 

The  Chairman,  I  suppose  you  find  banks  that  are  doing  things 
that  they  ought  not  to  do? 

Mr.  Smith.  We  do  sometimes,  but  the  number  are  constantly  get- 
ting less,  the  same  as  the  number  of  banks  that  have  to  be  closed  are 
constantly  getting  less. 

The  Chairman.  Back  there  in  1912  to  1915  were  there  a  good 
many  banks  that  were  violating  the  law  ? 

Mr.  Smith.  I  would  not  want  to  say  a  great  number ;  no,  sir.  This 
cne  was  a  remarkable  exception. 

The  Chairman.  Some  ? 

Mr.  Smith.  There  were  some. 

The  Chairman.  You  do  not  know  how  many  ? 

Mr.  SMrni.  Oh,  no.  Out  of  seven  thousand-odd  banks  I  only 
examine  a  few  of  them,  and  could  only  speak  from  those  few  I  did 
examine. 

The  Chairman.  The  records  of  the  comptroller's  office  would 
show? 

Mr.  Smith.  The  records  of  the  comptroller's  office  would  show; 
yes. 

The  Chairman.  That  is  all. 

STATEMENT  OF  MB.  JOHN  H.  STBAWN,  RECEIVER  OF  THE  FIRST 

NATIONAL  BANK,  TJNI0NT0WN,  FA. 

Mr.  Strawn.  Mr.  Chairman,  my  name  is  John  H.  Strawn.  I  am 
receiver  of  the  First  National  Bank  of  Uniontown,  under  appoint- 
ment from  Mr.  Williams,  the  present  comptroller.  I  have  been  con- 
nected with  the  comptroller's  office  some  13  years,  having  been  in 
charge  of  various  insolvent  national  banks.  My  first  appointment 
was  under  Comptroller  William  B.  Ridgeley,  and  I  held  appoint- 
ments under  Comptroller  Lawrence  O.  Murray.  I  appear  here  to- 
day in  answer  to  certain  charges  made  by  Mr.  A.  E.  Jones,  of  Union- 
town,  in  connection  with  the  administration  of  the  bank's  affairs. 

Before  taking  up  the  matter  of  the  sale  of  the  bank  building  and 
its  collateral,  which  seem  to  be  the  two  principal  points  Mr.  Jones 
has  raised,  and  in  which  I  am  concerned,  I  nave  thought  that  I 
would  add  something  to  what  Mr.  Smith  has  said  about  the 
fraud  perpetrated  by  the  former  president  of  the  bank  upon  the 
ignorant  coke  worker's  of  that  region,  who  hold  his  personal  obliga- 
tions, and  the  obligations  of  one  of  the  other  officers  of  the  bank, 
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which  they  state  were  frequently  issued  to  them  for  money  that 
they  claimed  to  have  deposited  in  the  bank. 

In  addition  to  the  admitted  liabilities  of  the  bank,  the  amount 
of  which  I  will  state  to  you  presently,  there  were,  at  the  time  of  its 
suspension,  approximately  $400,000  in  personal  notes  made  bv  Mr. 
Thompson,  the  president  of  the  bank,  and  one  of  the  other  ofecers, 
held  by  a  large  number  of  people  in  that  region,  all  of  whom  were 
workers  at  the  coke  ovens.  They  were  drawers  of  coke.  They  were 
of  foreign  nationalities,  were  ignorant  of  the  English  language, 
and  were  as  helpless  as  children  in  the  transaction  of  their  business 
affairs. 

The  Chairman.  During  what  period  was  this  going  on? 

Mr.  Strawn.  This  was  going  on  immediately  prior  to  the  bank's 
suspension,  and  at  the  time  that  I  was  appointed  as  receiver. 

The  Chairman.  You  were  not  an  examiner  when  you  were  ap- 
pointed receiver? 

Mr.  Strawn.  Xo,  sir.  My  connection  with  the  comptroller's  office 
for  13  years  has  been  solely  as  receiver  of  insolvent  national  banks. 
But  I  found  this  situation  when  I  went  there,  and  in  that  connection 
I  may  say  that  while  I  was  not  appointed  for  some  months  after 
the  bank  closed,  yet  immediately  after  it  closed  Mr.  Smith,  who  was 
then  in  charge,  telephoned  me  and  asked  me  to  come  over  to  assist 
him,  and  I  was  with  him  continuously  from  the  week  after  the  bank 
closed  until  my  own  appointment,  and  of  course  all  of  these  mat- 
ters came  to  my  direct  personal  attention. 

As  depositors  came  in  to  prove  their  claims,  these  ignorant  for- 
eigners, workers  in  the  coke  region,  brought  these  notes  in,  or,  to 
be  more  exact,  each  one  of  them  presented  a  passbook  that  had  been 
regularly  issued  by  the  bank,  showing  a  credit  of  a  sum  of  money 
deposited,  and  a  cliarge  of  a  like  amount,  and  in  the  back  of  the  pass- 
book was  pinned  what  proved  to  be  a  personal  note  of  the  president, 
Mr.  Thompson,  or  of  the  assistant  cashier.  The  note  was  printed 
in  such  form  that  it  resembled  in  its  general  appearance  a  certificate 
of  deposit  of  the  bank. 

The  story  told  in  broken  English  at  times,  and  other  times  through 
the  aid  of  an  interpreter,  in  each  case  was  that  the  depositor  brought 
his  money  to  the  bank  and  asked  that  it  be  deposited  on  interest: 
that  he  was  given  a  passbook,  told  to  sign  certain  papers,  and  went 
away  believing  that  his  money  was  on  deposit,  whereas,  as  a  matter 
of  fact,  the  funds  had  been  appropriated  personally  by  the  presi- 
dent of  the  bank  or  one  of  the  other  officers,  and  their  personal  notes 
given  to  the  depositors,  the  passbook  accompanying  it  apparently 
for  the  purpose  of  making  him  believe  he  held  the  bank's  obligation. 
In  fact,  each  one  of  them,  as  they  would  come  back  to  me  asking  for 
dividends,  would  say,  "  My  money  is  in  the  bank.  I  have  the  pass- 
book.   I  have  the  book  here  to  show  it." 

As  these  alleged  liabilities  did  not  appear  upon  the  books  of  the 
bank,  and  were  denied  by  the  bank's  officials,  I  had  no  alternative 
but  to  reject  them  and  insist  that  they  be  adjudicated  through  the 
courts. 

Senator  Fletcher.  Was  there  no  entry  at  all  on  the  books  of 
these  transactions? 

Mr.  Strawn.  Yes,  sir.  I  have  just  explained  %  that  in  the  pass- 
book  


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  419 

Senator  Fletcher  (interrupting).  No;  but  I  was  speaking  of  the 
books  of  the  bank. 

Mr.  Strawn.  Yes,  sir.  An  account  was  opened  in  the  books  of 
the  bank,  and  precisely  the  same  entries  were  made  there  as  ap- 
peared on  the  passbooks.  As  a  matter  of  fact,  in  many  country 
banks,  the  entries  on  the  passbooks,  at  least  on  the  credit  side,  are 
exactly  the  same  as  those  on  the  bank's  ledger.  The  items  would  be 
entered  in  detail.  And  when  a  passbook  is  balanced,  it  is  customary 
for  the  bank  to  enter  in  the  passbook,  on  the  credit  side  of  the  pass- 
book, which  would  be  on  the  debit  side  of  the  ledger,  the  total  of 
the  checks  withdrawn  during  that  period,  whereas  on  the  bank's 
ledger  they  would  be  set  forth  in  detail.  The  bank's  ledger  in 
each  of  these  cases  showed  a  deposit  to  the  credit  of  these  individuals, 
and  withdrawals. 

Senator  Fletcher.  The  same  date? 

Mr.  Strawn.  Invariably. 

The  Chairman.  For  how  long  a  period?  How  long  had  it  ex- 
tended back? 

Mr.  Strawn.  That  practice  had  been  going  on  for  years — that  is, 
for  four  or  five  veal's.  It  was  substantially  impossible  for  the  bank 
examiners  to  find  out  unless  by  accident,  or  from  the  outside. 

Senator  Gronna.  The  depositor  was  given  credit  for  money  de- 
posited, and  then  the  account  was  balanced  how — by  a  check  drawn 
by  the  depositor,  or  by  the  note  of  an  officer? 

Mr.  Strawn.  In  each  case  the  transaction  all  occurred  at  the  same 
time.  The  depositor  placed  his  money  on  the  counter,  a  pass  book 
was  then  made  out  with  his  name  on  it,  the  amount  of  his  deposit  was 
credited  in  the  pass  book,  and  a  similar  credit  to  his  account  was 
made  in  the  bank's  ledgers.  At  the  same  time  a  check  was  made  out 
by  the  bank  officials,  made  payable  to  "  Self,"  and  the  depositor,  who, 
as  I  have  explained,  was  ignorant,  most  of  them  not  speaking  the 
English  language,  and  being  absolutely  helpless,  was  made  to  believe 
that  the  signing  of  that  check  was  a  part  of  the  formality  or  routine 
of  the  deposit.  Then  the  check  was  used  as  a  basis  for  charging  his 
account  with  the  amounts  so  deposited,  and  the  funds  were  then  im- 
mediately appropriated  by  the  bank  officials. 

Senator  Gronna.  These  transactions  had  been  going  on  for  some 
years? 

Mr.  Strawn.  Yes,  sir.  Not  in  all  cases  was  the  note  substituted 
for  the  pass  book  at  the  time  the  deposit  was  made,  because  many  of 
these  individuals  came  in  and  made  small  deposits,  $25  or  $50  at  a 
time,  but  whenever  it  got  up  to  as  much  as  $200 — it  seems  the  ac- 
counts were  closely  scanned  to  ascertain  when  there  would  be 
enough — then,  when  the  depositor  would  come  in  to  make  the  next 
one,  the  whole  thing  would  be  switched,  and  the  personal  note  substi- 
tuted. 

The  result  of  that  was  that  when  the  bank  closed,  Mr.  Smith  says 
that  some  of  them  were  presented — all  of  them  were  presented  as 
claims.  I  rejected  them.  The  holders  were  helpless,  ignorant,  did 
not  know  what  to  do.  Some  of  them  went  to  some  attorneys  and 
*ome  to  others.  The  result  was  that  $40,000  in  suits  were  brought 
against  me  to  establish  claims  on  these  notes.  My  opinion  is  that 
attorneys  hold  large  numbers  of  them  awaiting  the  outcome  of  these 
>uits.    Only  two  of  them  have  been  determined.    The  docket  of  the 
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local  court  the  last  two  years  has  been  continued  generally  because 
the  bar  as  a  whole  requested  it,  saying  that  their  entire  activities 
were  devoted  to  war  work,  and  I  have  not  been  able  to  get  these  cases 
tried  or  determined.  But  while  these  were  not  admitted  liabilities 
and  were  not  classified  or  included  as  such  in  the  list  of  liabilities  as 
shown  by  my  books,  they  necessarily  had  to  be  taken  into  considera- 
tion in  the  receivership  and  guarded  against,  and  provision  made  for 
their  payment. 

Senator  Fletcher.  You  said  two  of  the  suits  had  been  determined. 
How  were  they  decided  ? 

Mr.  Strawn.  They  were  decided  favorably  to  the  bank.  1  got 
verdicts  in  both  of  those  cases. 

Senator  Fletcher.  Were  appeals  taken  in  them,  or  was  that  final?' 

Mr.  Strawn.  No,  sir;  no  appeal  has  been  taken.  In  connection 
with  this,  Mr.  Jones,  who  was  here  before  you  a  few  days  ago,  is  an 
attorney  representing  some  of  these,  litigants,  the  holders  of  these 
disputed  claims  against  the  bank. 

'  Senator  Fletcher.  He  is  asserting  the  liability  of  the  bank  on 
those  claims  ? 

Mr.  Strawn.  Yes,  sir.  The  president  of  the  bank  was  Mr.  J.  V. 
Thompson,  of  Uniontown,  whose  principal  business  for  years  past 
had  been  speculation  in  coal  lands.  His  purpose  seemed  to  have 
been  to  acquire  a  monopoly  of  the  undivided  coal  acreage  of  western 
Pennsylvania  and  of  northern  West  Virginia ;  that  is  to  say,  of  all 
the  remaining  acreage  of  coking  coal  of  what  is  commonly  known 
as  the  Pittsburgh  vein,  which  is  generally  regarded  as  the  only  de- 
sirable coking  coal  in  the  country. 

I  was  sent  to  Waynesburg  some  years  before  the  failure  at  Union- 
town,  and  was  in  charge  of  a  bank  there.  That  is  right  in  the  heart 
of  Green  County,  where  the  largest  area  of  this  coal  is  situated. 

The  Chairman.  Mr.  Strawn,  please  pardon  me.  I  do  not  under- 
stand that  there  is  any  dispute  about  that  situation.  The  two  items 
that  are  of  consequence,  so  far  as  I  am  concerned,  are  the  items  re- 
lating to  the  sale  of  the  real  estate  belonging  to  the  bank,  which 
Mr.  Jones  claims  was  sacrificed,  and  the  declination  of  the  comp- 
troller to  permit  of  the  appointment  of  an  agent  to  represent  the 
stockholders. 

Mr.  Strawn.  Yes,  sir. 

The  Chairman.  Those  two  items,  it  seems  to  me,  stand  out  as  the 
items  of  consequence,  and  I  do  not  wish  to  limit  your  testimony, 
but  you  understand  that  a  mere  repetition  of  facts  that  are  admitted 
is  taking  up  the  time  of  the  committee  to  no  special  purpose. 

Mr.  Strawn.  Yes,  sir;  and  I  desire  to  avoid  that.  But  I  think 
that  in  justice  to  myself,  and  as  explanatory  of  the  condition  of  the 
bank's  affairs  at  the  time  I  took  up  the  sale  of  the  building,  it  is 
necessary  to  recount,  as  briefly  as  possible,  Mr.  Thompson's  trans- 
actions, the  amount  of  his  paper  that  was  out,  and  the  condition  that 
necessitated  the  sale  of  the  building.    I  will  take  very  little  time. 

The  Chairman.  V^ry  well. 

Mr.  Strawn.  In  the  course  of  his  speculations  he  had  incurred  lia- 
bilities of  approximately  $40,000,000.  About  half  of  that  consisted 
of  mortgage  indebtedness,  and  the  remainder  of  unsecured  notes.  As 
Mr.  Jones  stated,  he  had  acquired  140,000  acres  of  coal  lands.  I  do 
not  know  whether  that  acreage  is  correct,  but  I  do  know  that  his  ha- 
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bilities  approximated  $40,000,000  when  the  returns  were  all  in.  He 
had  attempted  to  finance  this  largely  through  the  medium  of  this 
Uniontown  bank,  and,  as  was  explained  by  Mr.  Smith,  after  the  bank 
had  closed,  he  declared  on  oath  that  his  total  liabilities,  direct  and 
indirect,  amounted  to  $900,000.  His  direct  liabilities,  or  those  on 
which  his  name  appeared,  were  approximately  $200,000.  These 
others  were  notes  of  other  people  whom,  in  some  instances,  he  had 
induced  to  borrow  money  from  the  bank  and  loan  it  to  him,  or  many 
other  cases  where  he  had  made  loans  to  these  parties  because  he 
owed  them  money. 

From  the  nature  of  his  transactions  it  will  be  seen  that  liabilities 
of  that  sort,  in  the  involved  condition  that  Mr.  Thompson  was  in,  and 
considering  the  nature  of  his  assets,  nothing  but  coal  lands,  for  which 
there  was  no  demand  at  all,  could  not  be  collected.  Upon  an  analysis 
of  all  the  remainder  of  the  bills  receivable,  I  found  that  the  greater 
portion  of  them  consisted  of  loans  he  had  made  to  other  people  for 
the  purchase  of  coal  lands  that  he  had  induced  them  to  buy. 

When  the  bank  closed,  it  had  only  $1,800  cash  on  hand.  While  ita> 
records  showed  that  it  had  approximately  $100,000,  the  remainder 
consisted  of  Mr.  Thompson's  checks  that  he  had  paid  out  of  the 
bank's  funds,  putting  checks  in  the  cash  drawer  and  counting  them 
as  money.  But  it  only  had  that  amount  of  cash,  plus  probably 
three  or  four  hundred  dollars  that  was  in  the  foreign  exchange  de- 
partment; no  money  in  the  hands  of  the  reserve  agents  or  other 
banks,  not  a  liquid  asset  inside  of  the  bank.  The  loans  were  sub- 
stantially all  of  the  character  I  have  indicated,  and  with  his  failure, 
which  occurred  at  that  time,  the  whole  communitv  was  broke. 

The  total  assets  at  the  time  of  the  failure  were  $3,517,000  in  round 
numbers,  consisting  of  bills  receivable  of  $2,073,000,  and  other  assets 
of  $1,444,000.  The  other  assets  were  comprised  chiefly  of  the  real 
estate,  valued  at  $976,000;  Mr.  Thompson's  overdrafts,  and  these 
cash  items,  these  checks  that  he  had  paid  out  of  the  bank's  funds  and 
carried  as  money,  frequently  a  hundred  thousand  dollars,  and  an 
overdraft  of  the  county  treasurer  of  about  $56,000.  That  arose  from 
the  fact  that  the  county  treasurer  parted  with  some  $76,000  of  the 
county's  funds  which  he  turned  over  to  Mr.  Thompson,  in  considera- 
tion of  which  Mr.  Thompson  permitted  him  to  overdraw  his  account 
to  the  bank  to  that  extent. 

The  Chairman.  When  did  that  happen? 

Mr.  Strawn.  That  happened  in  July,  1914.  The  admitted  liabili- 
ties, when  they  were  all  in,  amounted  to  $3,523,000.  These  consisted 
of  liabilities  to  depositors  of  approximately  a  million  and  half; 
$471,000  of  emergency  currency  issued  under  the  Aldridge-Vreeland 
Act.  and  which,  it  seems,  the  comptroller  had  permitted  Mr.  Thomp- 
son to  obtain  in  his  efforts  to  save  the  bank  from  destruction ;  and 
$138,000  borrowed  money,  borrowed  from  the  Farmers'  Deposit  Na- 
tional Bank  of  Pittsburgh,  secured  by  a  large  number  of  bills  receiv- 
able of  the  National  Bank  of  Uniontown.  The  remainder  of  the  lia- 
bilities consisted  of  borrowed  assets,  certain  bonds  that  Mr.  Thomp- 
son had  borrowed  and  used  as  collateral  security  for  the  emergency 
currencv. 

In  the  summer  of  1917  the  affairs  of  the  bank  had  been  so  far 
liquidated  that  the  emergency  currency  had  been  paid  off,  the  bor- 
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rowed  money  had  been  paid  off,  and  50  per  cent  in  dividends  had  been 
paid  to  the  depositors  upon  all  claims  proved.  It  was  at  this  time 
that  the  matter  of  the  sale  of  the  bank  building  first  came  up. 

In  connection  with  the  sale  of  the  building,  I  have  to  say  that  the 
matter  first  arose  from  the  fact  that  people  who  wanted  to  purchase 
came  to  me  and  wanted  to  buy,  and  I  refused  from  time  to  time  to 
consider  their  offers,  or  to  refer  them  to  the  comptroller,  because  I 
regarded  them  as  grossly  inadequate.  There  were  several  different 
competing  groups  of  bidders,  and  in  this  connection  I  wish  to  deny 
Mr.  Jones's  statement  that  there  was  only  one  party  who  could  buy 
that  building  or  would  buy  it.  At  the  sale  there  were  some  four  or 
five  different  parties  competing  and  bidding  against  each  other. 

So,  when  from  the  conferences  that  I  had  with  these  different  pros- 
pective purchasers  I  became  convinced  that  the  property  could  be 
sold  at  an  adequate  price,  I  then  gave  careful  consideration  to  the 
question  as  to  the  necessity  for  the  sale  of  the  building  and  the  pro- 
priety or  advisability,  and  the  adequacy  of  the  price  that  would  be 
necessary  to  justify  this  sale. 

•Senator  Gronna.  When  you  are  speaking  of  the  building,  Mr. 
Strawn,  does  that  mean  all  the  buildings  that  Mr.  Smith  referred  to, 
or  just  the  bank  building? 

Mr.  Strawn.  It  is  just  the  bank  building  and  the  opera  house, 
which,  really,  really  constitute  one  property.  I  was  going  to  explain 
that  a  little  later. 

In  arriving  at  a  decision  as  to  the  necessity  for  the  sale  of  the 
building,  I  wish  to  point  out  one  thing.  Mr.  Jones  correctly  stated 
the  fact  that  the  capital  and  surplus  of  the  bank  amounted  approxi- 
mately to  $1,100,000.  The  bank's  real  estate  was  carried  at  $976,000. 
The  capital  and  surplus  represent  the  entire  margin  of  the  assets  over 
and  above  the  amount  necessary  to  pay  the  debts.  If,  therefore,  the 
bank  had  $976,000  tied  up  in  real  estate,  it  could  sustain  the  loss  of 
only  the  difference  between  that  and  the  $1,100,000  before  it  became 
necessary  to  resort  to  the  real  estate  to  pay  the  creditors. 

Upon  my  analysis  of  the  assets,  then,  I  found  that  they  consisted 
at  that  time  of  bills  receivable  of  $987,000,  and  other  assets,  compris- 
ing chiefly  the  bank  real  estate,  and  the  Thompson  overdraft, 
$1,016,000.  I  found  also  that  over  $116,000  of  the  bills  receivable  had 
been  ascertained  to  be  wholly  bad,  andf  of  the  remainder  $600,000  of 
them  consisted  of  claims  against  Mr.  Thompson,  who  was  in  bank- 
ruptcy ;  Mr.  I.  W.  Seaman's,  who  was  in  bankruptcy ;  various  others 
of  Mr.  Thompson's  associates  who  were  in  bankruptcy,  or  had  been  in 
receiverships,  and  who  were  hopelessly  involved  finanically.  That 
was  $600,000  out  of  $987,000.  Add  to  that  the  $116,000  that  was 
found  to  be  wholly  bad,  and  it  made  something  over  $700,000. 

I  found  also  that  I  had  about  seventy-five  or  eighty  thousand  dol- 
lars of  notes  of  Mr.  Thompson's  relatives  who  were  not  in  precisely 
the  same  financial  condition  he  was  in  but  whose  assets  were  princi- 
pally in  real  estate  and  who  could  not  pay.  On  an  analysis  of  the  re- 
mainder I  found  they  consisted  almost  wholly  of  notes  of  people  who 
had  borrowed  money  to  buy  coal  lands  that  were  unsalable.  In  other 
words,  I  had  arrived  at  the  point  where  I  could  realize  on  no  more 
collections  unless  I  sold  the  building,  which  was  the  most  liquid  asset 
that  I  had. 
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The  liabilities  at  that  time  were  50  per  cent  of  the  unpaid  proved 
liabilities,  and  that  50  per  cent  amounted  approximately  to  $592,000. 
There  were,  in  addition,  272  claims  proved  where  the  liabilities  were 
admitted.  The  interest  that  had  accrued  on  the  deposits  and  which 
the  law  secured  to  the  depositors  amounted  to  about  $220,000,  making 
a  total  of  $1,080,000. 

Senator  Gronna.  You  got  an  order  from  the  court  to  sell  this 
building  i 

Mr.  Strawn.  Yes,  sir.  I  could  not  have  sold  it  without  an  order 
of  court.  In  other  words,  there  were  $1,080,000  liabilities  to  be  liqui- 
dated, and  without  any  assets  out  of  which  further  collections  could 
be  made  at  that  time  because  they  were  all  tied  up. 

Furthermore,  as  to  the  expediency  of  the  sale  there  were  a  large 
number  of  people  who  were  well  able  to  buy.  Coke  operators,  bank- 
er, and  others  engaged  in  the  coke  business  had  made  fabulous  prof- 
its during  the  war  and  there  was  an  abundance  of  money. 

Senator  Fletcher.  What  was  the  character  of  the  real  estate? 

Mr.  Strawn.  The  real  estate  consisted  of  the  bank  building  proper, 
which  was  an  11 -story  structure  of  brick  and  stone  construction  with 
a  building  on  the  same  lot  adjacent  to  it — an  opera  house — and  three 
pieces  of  property  across  the  street  to  the  rear.  One  of  them  was  a 
three-story  brick  structure  rented  to  a  printing  establishment  and  to 
a  club.  The  other  was  a  post-office  building,  and  the  third  a  vacant 
lot. 

The  whole  of  this  real  estate  was  assessed,  for  purposes  of  taxation, 
at  £ffl0,000  when  the  bank  closed.  Thev  subsequently  raised  that 
assessment  to  $315,0000  and  I  believe  at  about  the  time  I  sold  it  they 
added  another  $5,000  on  to  the  assessment,  making  not  to  exceed 
$320,000.  Under  the  laws  of  Pennsylvania  they  are  presumed  to  as- 
sess real  estate  at  its  value,  although  in  practice  I  find  that  the  valua- 
tions are  always  low.  But  $315,000  was  the  assessed  valuation  of  all 
of  this  property. 

I  sold  the  bank  building  and  the  opera  house,  really  constituting 
one  structure,  and  retained  the  other  property.  The  other  property, 
in  my  opinion,  is  fairly  worth  some  $100,000  to  $150,000.  So  that, 
deducting  that  from  the  total  value  of  the  real  estate,  $976,000,  would 
leave  the  book  value  of  the  property  I  sold  at  somewhere  from  $800,- 
000  to  $850,000. 

Upon  careful  investigation  I  found  that  the  property  was  carried 
at  cost,  approximately.  There  had  been  some  charge  of,  as  I  had 
been  informed,  for  depreciation,  but  the  amounts  were  not  great. 

The  Chairman.  How  old  a  building  was  it  ? 

Mr.  Strawn.  The  building  was  constructed  about  the  year  1901 
It  was  17  years  old  at  that  time. 

The  Chairman.  #Do  vou  know  what  it  cost  ? 

Mr.  Strawn.  Only  from  the  books  of  the  bank.  I  did  not  go 
back.  I  had  inquired  from  the  bank  officials.  None  of  them  claimed 
or  pretended  that  this  property  was  worth  more  than  the  book  value, 
or  that  it  cost  any  more  than  that. 

I  investigated  the  matter  of  the  income  during  the  year  it  had 
been  in  operation.  I  found  that  for  the  first  half  of  the  period  the 
net  income  was  around  $30,000,  and  that  it  never  did  exceed  $35,000. 
From  the  time  I  took  charge  of  the  bank,  and  for  the  year  before  it 
*as  sold,  I  had  been  able  to  increase  the  yield  up  to  about  $44,000. 
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the  facts  and  with  the  value  of  the  property.  He  had  to  be,  because 
these  petitions  to  restrain  the  sale  had  been  filed  before  him,  tried 
before  him,  the  whole  matter  thoroughly  aired,  and  the  court  knew 
that  if  the  price  bid  was  inadequate  the  interested  parties  would  be 
there  to  object;  and  not  one  of  them  was  there.  They  have  never 
appeared  to  object.  There  has  never  been  any  complaint  made  about 
the  sale  of  that  building  from  that  day  to  this,  unless  it  is  by  Mr. 
Thompson-  He  did  not  want  it  sold  because  he  did  not  want  any  of 
his  assets  sold.  In  the  administration  of  his  estate  his  policy  has 
been  to  hold  everything  together.  His  creditors  have  never  been 
paid  1  cent,  his  unsecured  creditors,  from  the  day  he  failed.  None 
of  his  secured  creditors  have  ever  been  paid  anything  except  in  in- 
stances where  they  had  mortgages  on  the  property  and  the  property 
was  sold,  and  they  had  to  pay  it. 

Senator  Fletcher.  Did  he  fail  before  the  bank  failed  ? 

Mr.  Strawn.  At  the  same  time. 

Senator  Fletcher.  How  long  had  you  been  receiver  at  the  time  of 
the  sale  of  the  real  estate? 

Mr.  Strawn.  The  sale  was  made  in  February,  1918,  and  I  was 
appointed  receiver  in  April,  1915. 

Senator  Fletcher.  I  should  think  that  would  give  him  time  to 
wind  up  his  affairs. 

Mr.  Strawn.  Yes,  sir.  I  thought  so.  When  I  said  the  property 
brought  from  80  to  90  per  cent  of  its  value  I  meant  its  book  value, 
the  value  carried  on  the  books. 

Senator  Fletcher.  Eeal  estate  generally  in  1918  was  not  very  ac- 
tive anywhere  in  the  country,  was  it  ? 

Mr.  Strawn.  I  think  not.    But  it  never  was  in  Uniontown. 

The  Chairman.  You  say  there  was  plenty  of  money  there  and 
there  was -a  demand  for  two  new  bank  sites? 

Mr.  Strawn.  Yes,  sir.  It  was  a  fortunate  time,  and  that  is  the 
reason  I  proceeded  to  the  sale  of  the  building.  There  were  not  only 
two  banks  wanting  these  sites,  but  there  were  other  individuals  bid- 
ding as  well.  Mr.  Jones  stated  there  was  only  one  purchaser  at  that 
sale.  That  is  not  true.  There  was  Mr.  James  I.  Feather,  who  bought 
the  property  in  by  making  the  highest  bid.  There  was  the  Citizens 
Title  &  Trust  Co.  bidding  on  the  property.  There  was  Mr.  W.  A. 
Stone,  an  officer  of  that  company,  who  was  bidding  for  himself. 
There  was  Mr.  F.  E.  Markell,  of  Connellsville,  representing  himself 
and  other  associates,  who  was  there  bidding  on  the  property.  There 
was  a  Mr.  Sherrard,  who,  with  his  brothers,  is  worth  sufficient  money 
to  buy  this  property,  and  they  bid  on  it.  There  were  also  some  others 
who  I  was  informed  wTere  there  for  the  purpose  of  bidding  who  re- 
mained silent  because  Mr.  Feather  and  Mr.  Stone  took  the  lead  and 
bid  this  up  so  fast,  so  quickly,  that  it  bowled  them  out. 

The  Chairman.  It  seems  rather  strange  that  in  a  dead  town 
which  had  no  future  there  should  be  men  with  money  looking  for 
bank  sites. 

Mr.  Strawtn.  These  were  all  old  established  banks  who  had  out- 
grown their  business  and  wanted  new  quarters.  I  am  not  saying 
that  the  property  is  not  valuable — it  is.  But  the  fact  remains  that 
while  during  the  period  of  the  war  it  has  been  filled  with  tenants, 
yet  before  the  war  it  was  not.  You  see,  that  place  is  the  center  of 
the  coke  industry,  and  there  was  a  vast  expansion  of  business  there 
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during  the  war,  fabulous  soms  of  money  made.  Those  coke  con- 
cerns wanted  additional  space  temporarily  for  their  offices,  and 
there  were  many  people  wanting  to  engage  in  the  brokerage  busi- 
ness. On  return  to  normal  times,  it  is  extremely  doubtful  whether 
the  building  will  be  filled  with  tenants  or  not.  There  were  a  great 
many  vacancies  in  the  property  when  I  went  there,  and  the  only 
reason  why  I  was  able  to  increase  the  income  was  that  I  succeeded  in 
filling  those  vacancies  before  I  sold  the  property. 

Senator  Gronna.  Was  there  a  considerable  increase  in  the  popula- 
tion of  this  town  during  the  war? 

Mr.  Strawn.  Not  so  far  as  I  know.  I  think  it  remained  station- 
ary. The  coke  industry  there  reached  the  crest  of  its  development 
several  years  ago.  I  do  not  think  Uniontown  is  retrograding  at  the 
present  time,  but  will  in  the  future  as  those  properties  are  worked 
out.    They  are  being  worked  out  rather  rapidly. 

Senator  Gronna.  Did  a  great  number  of  people  go  to  war  from 
that  locality? 

Mr.  Strawn.  Yes,  sir. 

Senator  Gronna.  I  suppose  as  those  return  there  naturally  will 
be  an  increase,  probably,  above  the  normal  population  ? 

Mr.  Strawn.  That  will  be  offset  by  the  fact  that  these  foreign 
coke  workers  are  returning  to  the  old  country.  I  understand  that 
the  steamship  agencies  are  simply  swamped  with  applications  for 
passage. 

Senator  Gronna.  I  do  not  know  that  it  has  any  bearing  on  the 
case,  Mr.  Chairman,  but  Mr.  Strawn  stated  this  afternoon — and  I 
agree  with  him  entirely — that  there  is  considerable  importance  in 
the  fact  that  these  men  have  been  defrauded  by  these  officials,  have 
been  led  to  believe  that  they  deposited  money  in  a  banking  institu- 
tion, and  then  individual  notes  had  been  given  to  them.  I  would 
like  to  know  if  any  of  those  men  have  been  paid. 

Mr.  Strawn.  Not  to  my  knowledge,  except  that  I  understand  occa- 
sionally a  small  sum  in  tne  way  of  interest,  a  few  dollars,  probably^ 
would  be  handed  to  them. 

Senator  Fletcher.  What  did  they  all  amount  to  ? 

Mr.  Strawn.  The  total  of  those  presented  to  me  exceeded  $400,000. 

Senator  Gronna.  So,  really  all  they  have  is  the  sympathy  of  the 
community  and  of  yourself  ? 

Mr.  Stawn.  Yes,  sir. 

Senator  Gronna.  And  Thompson's  notes. 

Mr.  Strawn.  Yes,  sir;  and  those  of  Assistant  Cashier  Seamans. 

Senator  Fletcher.  What  is  the  number  of  these  depositors? 

Mr.  Strawn.  Of  these  foreigners  who  hold  those  notes? 

Senator  Fletcher.  Yes. 

Mr.  Strawn.  I  do  not  think  I  ever  counted  them  up,  but  it  covers 
two  long  pages.  I  should  say  there  were  probably  several  hundred 
of  them.    It  took  several  pages  to  hold  them. 

Senator  Fletcher.  There  must  have  been  several  hundred,  unless 
they  had  large  amounts  to  their  credit. 

Mr.  Strawn.  Some  of  them  were  considerable,  sums  ranging  from 
a  few  hundred  dollars  up  to  three  or  four  thousand  dollars  at  times. 

Senator  Gronna.  Would  you  consider  that  Mr.  Thompson,  in  this 
case,  is  both  morally  and  legally  responsible  to  those  people  of  those 
amounts  ? 
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Mr.  Strawn.  Yes,  sir.  Mr.  Thompson  is;  yes,  sir.  And  the  moral 
and  legal  responsibility  are,  in  my  opinion,  very  great. 

Senator  Gronna.  I  agree  with  you.  How  long  had  you  known 
that  this  banking  institution  had  conducted  its  affairs  as  described 
by  Mr.  Smith? 

Mr.  Strawn.  Bank  examiners  will  not  talk  to  me  and  tell  me  about 
conditions  inside  of  any  specific  bank  any  more  than  they  will  to  a 
stranger,  but  those  of  us  who  were  familiar  with  those  things  and 
lived  in  that  region  knew  the  desperate  condition  of  his  affairs  and 
his  reckless  methods  for  a  number  of  years.  I  gained  probably  the 
greatest  knowledge  down  in  the  Second  National  Bank  of  Pittsburgh 
when  it  closed.  I  was  sent  down  there,  not  as  receiver,  but  to  assist 
Receiver  Murray,  and  had  charge  of  a  large  part  of  the  affairs  of  that 
receivership.  I  found  that  Mr.  Thompson  had  several  hundred  thou- 
sand dollars  in  debts  there,  and  collateral  of  the  sort  that  he  had,  that 
he  could  not  pay,  and  that  he  had  been  a  constant  source  of  trouble  to 
them  for  years,  and  along  with  that  I  found  out  that  he  had  huge  lia- 
bilities to  other  banks,  and  I  was  informed  at  that  time  that  his  total 
liabilities  exceeded  $23,000,000.  He  never  would  give  out  a  statement. 
Nobody  knew  for  sure. 

The  Chairman.  He  was  the  president  of  the  Pittsburgh  bank? 

Mr.  Strawn.  No,  sir;  the  president  of  the  First  National  Bank  of 
Uniontown. 

The  Chairman.  Who  was  president  of  the  Pittsburgh  bank  that 
failed? 

Mr.  Strawn.  At  the  time  it  closed  ? 

The  Chairman.  Yes. 

Mr.  Strawn.  Mr.  Oscar  L.  Telling. 

The  Chairman.  I  thought  you  had  gotten  information  from  the 
failure  of  the  Pittsburgh  bank  that  led  you  to  believe  Mr.  Thomp- 
son's bank  would  fail. 

Mr.  Strawtn.  Yes,  sir.  The  Pittsburgh  bank  failed.  I  was  as- 
signed there  with  the  receiver  to  liquidate  its  affairs. 

The  Chairman.  When  was  that? 

Mr.  Strawn.  It  was  in  1913.  That  bank  subsequently  reopened. 
and  while  I  was  in  there  I  found  that  Mr.  Thompson  had  borrowed  a 
huge  sum  of  money  from  that  bank,  and  in  the  attempt  to  collect 
that  I  gained  a  considerable  knowledge  of  his  affairs.  But  his  finan- 
cial condition  and  his  reckless  methods  were  matters  of  common 
knowledge  over  the  whole  region. 

The  Chairman.  That  was  in  1913  ? 

Mr.  Strawn.  Yes,  sir. 

Senator  Gronna.  It  was  generally  known  that  he  was  a  plunger 
and  speculator  and  not  a  safe  man  to  conduct  the  affairs  of  a  bank? 

Mr.  Strawn.  Yes,  sir.  It  was  known  that  he  was  offering  larjie 
bonuses  and  commissions  to  people  who  would  procure  loans  for 
him.  He  had  his  notes  in  the  hands  of  note  brokers,  who  were  of- 
fering them  indiscriminately-  evervwhere. 

The  Chairman.  Prior  to  1913?  " 

Mr.  Strawn.  From  1913  to  1914.  That  was  as  the  end  approached. 
I  well  remember  that  in  Waynesburg.  I  got  letters  from  note 
brokers  myself  offering  Mr.  Thompson's  $10,000  note  for  four  montli> 
at  6  per  cent  interest  for  $8,500  in  cash.  The  bonus  there  they  of- 
fered to  the  purchaser  was  $1,500  for  one-third  of  a  year.    Multi- 
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plied  by  three  the  bonus  would  be  at  the  rate  of  $4,500  &  year,  and 
at  6  per  cent  interest  that  the  note  carried,  there  is  something  over 
51  per  cent. 

Senator  Gronna.  At  the  time  you  took  charge  of  his  bank  as  re- 
ceiver, how  much  did  the  bank  owe  the  Government  ? 

Mr.  Strawn.  $471,000. 

Senator  Gronna.  How  long  had  the  bank  owed  that  money  ? 

Mr.  Strawn.  Not  very  long.  The  currency  was  not  issued  all  at 
one  time,  but  it  was  along  in  November,  1914.  As  a  matter  of  fact, 
the  failure  was  caused  by  distrust  of  depositors,  who  withdrew  their 
money,  and  the  emergency  currency  that  was  issued  there  was  very 
quickly  exhausted  by  withdrawals. 

The  Chairman.  There  was  a  run  on  the  bank  ? 

Mr.  Strawn.  It  was  a  run  in  a  way,  but  simply  steady  with- 
drawals for  months.  There  was  no  panicky  run  there — I  under- 
stand, I  was  not  there  at  the  time — but  every  day  there  would  be 
considerable  withdrawals,  leaving  the  bank  that  much  poorer.  Then, 
besides,  Thompson's  notes  had  been  maturing,  they  were  coming  in 
by  the  cord. 

The  Chairman.  This  emergency  currency  was  issued  to  stay  that 
run,  carry  it  by? 

Mr.  Strawn.  I  think  so.  So  they  borrowed  money,  and  then,  in 
addition  to  that,  my  information  is  that  Mr.  Hackey,  the  cashier, 
who  is  a  man  of  large  means,  went  through  the  assets  of  the  bank 
and  took  out  all  of  the  bills  receivable  that  he  was  willing  to  take 
a  chance  on,  putting  money  in  place  of  them,  which  was  perfectly 
legitimate;  and  that  then  in  the  end  all  the  other  bankers  of  Union- 
town  came  and  raked  and  crossraked  the  assets  and  took  all  that 
they  were  willing  to  take,  and  when  that  was  gone  then  the  bank 
had  to  suspend  simply  from  sheer  inability  to  go  any  further.  They 
had  no  money,  no  assets  on  which  any  money  could  be  realized,  and 
there  were  depositors  waiting  to  be  paid. 

I  want  to  add  this  in  connection  with  the  sale  of  that  bank  build- 
ing. As  I  stated,  the  property  was  sold  for  nearly  the  full  value  at 
which  it  was  carried  on  the  books.  That  value  represented  the  actual 
cost  that  the  creditors,  or  the  stockholders,  were  given  the  oppor- 
tunity, not  only  given  the  opportunity,  but  invited  and  urged  to  go 
into  court  to  show  that  the  price  was  inadequate  if  they  were  dis- 
satisfied with  it.    They  failed  to  do  it,  and  not  one  of  them  appeared. 

Xow,  what  is  more,  more  than  50  per  cent  of  the  stock  of  this 
hank  belonged  to  Mr.  Thompson ;  505  shares  of  it,  constituting  more 
than  half  of  all  the  stock,  had  been  pledged  by  Mr.  Thompson  with 
the  Farmers'  Deposit  National  Bank,  of  Pittsburgh,  as  collateral 
for  personal  loans  Mr.  Thompson  had  obtained  there.  Consequently, 
that  bank  had  a  large  financial  interest  in  the  sale  of  this  building. 

At  the  time  I  was  offering  it  Mr.  T.  H.  Given,  who  was  president 
of  the  bank,  was  somewhat  concerned,  because  he  said  to  me  he 
doubted  whether  the  building  would  bring  a  fair  price.  I  told  Mr. 
Given  that  I  was  simply  offering  the  property,  and  that  if  the  bid 
was  inadequate,  I  would  not  ask  the  court  to  confirm  it,  and  that  T 
would  consult  him  before  I  did.  So,  the  day  after  the  sale  I  called 
Mr.  Given  up  by  telephone  and  told  him  that  the  property — that  is, 
just  the  buildings;  I  wish  that  to  be  remembered,  that  there  is 
$100,000  to  $150,000  worth  of  real  estate  left— that  I  had  sold  the 
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building  for  $700,000  subject  to  the  approval  of  the  court,  and  I 
wanted  to  know  whether  he  thought  the  price  was  adequate.  He 
said  to  me,  u  I  am  entirely  satisfied.  I  am  very  well  pleased,  and 
I  want  to  congratulate  you  on  the  sale.  Go  ahead  witn  your  peti- 
tion to  the  court  for  confirmation,"  That  was  from  a  man  whose 
bank  held  some  $600,000  to  $700,000  of  Mr.  Thompson's  personal 
notes  for  which  this  stock,  together  with  other  collateral,  had  been 
put  up  as  security* 

Now,  as  to  Mr.  Jones's  statement  as  to  the  appraisals  of  that 
property,  which  in  one  instance  he  said  was  $1,820,000,  and  in  an- 
other case  he  said  it  was  from  $1,250,000  to  $1,500,000— if  any  ap- 
praisal has  ever  been  made  it  must  have  been  made  by  some  indi- 
vidual whom  Mr.  Jones  had  procured  for  that  purpose,  and  I  venture 
the  assertion  that  there  is  no  competent,  reliable  appraiser  or  a  judge 
of  real  estate  values  who  will  say  that  that  property  is  worth  any- 
where near  that,  or  worth,  at  the  maximum,  more  than  the  amount 
at  which  it  was  carried  on  the  books. 

I  had  not  been  informed  of  Mr.  Jones's  testimony  before  I  came 
down  here,  and  I  did  not  have  the  opportunity  then,  but  I  expect 
later  to  procure  affidavits  of  representative  people  there  as  to  this 
sale.  I  got  one  of  them  to-day,  from  Mr.  F.  E.  Markell,  president 
of  the  Citizens'  National  Bank  of  Connellsville,  Pa.,  one  of  the  most 
reputable  and  prominent  men  in  that  community. 

The  Chairman.  Do  you  want  to  read  that? 

Mr.  Strawn.  I  want  to  place  it  in  the  record. 

The  Chairman.  Will  it  be  necessery  to  read  it?  It  will  go  in  the 
record. 

Mr.  Strawn.  It  is  verv  short. 

The  Chairman.  Are  there  others  to  come? 

Mr.  Strawn.  This  is  the  only  one  I  have  to-day. 

The  Chairman.  Very  well. 

Mr.  Strawn.  I  may  sav  that  Mr.  Markell,  as  he  was  interested  in 
the  purchase  of  the  building,  made  thorough  inquiry  into  the  cost, 
the  value,  the  income,  everything  connected  with  the  property.  He 
makes  this  affidavit: 

State  of  Pennsylvania, 

County  of  Fayette,  ss: 

F.  E.  Markell,  being  duly  sworn  according  to  law,  doth  depose  and  say,  that 
he  resides  in  Connellsville  Township,  Fayette  County,  Pa. ;  that  he  is  well  ac- 
quainted with  the  First  National  Bank  Building,  situate  in  the  city  of  Union- 
town,  Fayette  County,  Pa.,  sold  by  John  H.  Strawn,  receiver;  that  he  is  ac- 
quainted in  general  with  the  real  estate  values  in  the  city  of  Uniontown  ami 
in  the  vicinity  of  the  said  building;  that  the  price  of  $700,000  for  which  the 
said  building  was  sold  is  fully  adequate  and,  in  the  opinion  of  deponent,  a  very 
good  price  to  be  received  therefor. 

F.  E.  Markell. 

Sworn  and  subscribed  before  me  this  17th  day  of  July,  1919. 

Edith  Harris,  Notary  Public. 
My  commission  expires  January  31,  1923. 

In  connection  with  the  sale  of  the  building,  there  are  certain  state- 
ments I  find  made  by  Mr.  Jones  that  I  wish  to  refute,  one  of  which 
was  that  the  sale  of  the  building,  or  of  this  collateral,  first,  that  the 
sale  of  this  building  furnished  sufficient  funds  to  pay  the  depositors 
in  full.  That  was  not  true.  As  I  have  stated,  the  liabilities  to  be 
liquidated  at  that  time  amounted  to  more  than  a  million  and  fifty 
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thousand  dollars.  This  property  brought  $700,000,  and  it  was  nec- 
essary for  me  to  collect  $350,000  additional  before  the  final  payment 
to  creditors  could  be  made,  and  even  at  that,  all  of  these  contingent 
and  disputed  liabilities  are  still  unliquidated. 

He  made  a  statement  as  to  the  increase  in  rents,  which  was  merely 
conjecture  on  his  part.  I  have  an  office  in  the  building.  He  said  that 
the  rents  had  been  increased  probably  50  per  cent.  They  have  not. 
The  increase  has  been  practically  20  per  cent.  Along  with  that  there 
lias  been  great  increase  in  the  cost  of  operation  of  the  building,  due  to 
rise  in  wages  necessary  to  pay  employees  and  in  the  cost  of  fuel  and 
everything  else.    So  that  it  would  not  materially  affect  the  net  income. 

Senator  Fletcher.  Purchasers  took  possession  right  away  after 
the  sale  and  the  confirmation  ? 

Mr.  Strawn.  Yes,  sir;  as  soon  as  the  sale  was  confirmed.  He 
speaks  of  the  meeting  of  depositors  and  creditors.  That  was  called 
at  the  instigation  of  Mr.  Thompson,  held  the  night  before  the  sale 
took  place.  I  was  not  advised  of  it,  and  not  advised  to  be  present. 
They  did  not  communicate  with  me  at  all  nor  advance  any  argument 
why  this  building  should  not  be  sold.  They  held  this  meeting  in- 
stead. There  are  4,000  depositors  of  that  bank.  At  this  meeting,  as 
I  was  informed,  there  were  about  a  hundred  people,  most  of  them 
personal  Thompson  adherents,  a  few  of  them  depositors,  and  many 
others  who  went  there  out  of  curiosity.  The  meeting  was  in  no 
sense  representative  of  the  sentiment  of  the  depositors  of  the  bank. 

Senator  Gronna.  Was  Thompson  opposed  to  the  sale  of  the  build- 
ing? 

Mr.  Strawn.  Oh,  yes,  sir.  He  has  been  opposed  to  the  sale  of  any 
of  the  assets  of  his  estate  except  where  he  made  the  sale  himself. 
There  have  been  some  sales  of  coal  lands  that  he  has  made,  but  outside 
of  that  he  has  objected  to  the  sale  of  any  of  his  assets. 

Senator  Gronna.  Have  the  sales  of  coal  lands  been  cash  transac- 
tions, or  have  the  sales  been  on  time? 

Mr.  Strawn.  I  think  the  sales  have  been  largely  for  cash.  Pur- 
chases were  made  by  a  concern  called  the  Cumberland  Coal  Co., 
which  is  a  subsidiary,  as  I  understand,  of  the  Frick  Co.,  or  the  Steel 
Corporation,  and  they  paid  money  for  it.  I  think  that  covers  all  in 
reference  to  the  bank  building,  unless  there  are  any  questions  to  be 
asked.  I  wanted  to  have  something  to  say  about  the  matter  of  this 
pledge  of  stock.  That,  however,  I  think  has  been  fully  covered 
bv  Mr.  Wendt  and  Mr.  Smith. 

I  do  desire  to  say  that  Mr.  Jones  has  not  correctly  stated  my  posi- 
tion in  relation  to  the  application  of  the  proceeds  of  that  pledge. 
The  pledge  is  a  legal  document  in  which  other  people  have  rights, 
and  will  have  to  be  construed  by  the  court.  Mr.  Thompson  and  his 
attorney  came  to  me  with  the  wholly  unreasonable  request  that  I 
myself  usurp  the  functions  of  the  court  and  say  how  the  proceeds 
of  this  pledge  should  be  applied,  I  replied  to  that  that  I  could  not 
do  that ;  that  if  I  was  presumptuous  enough  to  attempt  to,  it  would 
hare  no  weight  whatever ;  that  the  only  one  who  could  construe  that 
pledge  and  direct  the  application  of  the  proceeds  is  the  court.  I 
said  to  them,  when  they  asked  me  how  I  interpreted  that  agreement, 
that  the  only  thing  I  was  sure  of  was  that  is  could  be  applied  to  the 
payment  of  Mr.  Thompson's  direct  or  expressed  liabilities.  As  to 
the  other,  I  did  not  known  that — it  would  take  a  decision  of  the 
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could  not  make  any  recommendation  as  to  the  fixing  the  bond  until 
th£  final  dividend  was  paid,  as  under  the  provisions  of  the  law  the 
bond  was  required  to  be  given  by  the  shareholders  to  the  comptroller, 
binding  themselves  to  pay  any  debt  that  should  be  thereafter  ap- 

E roved  by  a  court  of  competent  jurisdiction  against  the  insolvent 
ank  and  for  the  due  execution  of  the  trust;  that  that  matter  could 
not  be  determined  until  it  was  ascertained  what  the  condition  of  the 
trust  would  be  at  the  time  it  was  closed;  that  there  were  numerous 
outstanding  claims,  some  of  which  were  admitted,  and  a  great  many 
of  which  were  contested,  including  the  $400,000  of  claims  which 
have  been  spoken  of. 

Mr.  Jones  came  to  my  office  two  or  three,  perhaps  four  times,  sub- 
sequent to  that,  and  made  the  same  inquiry ;  and  at  one  of  these  meet- 
ings he  insisted  that  the  proceeds  of  this  collateral  stock  which  has 
been  mentioned  should  be  applied  not  only  to  Mr.  Thompson's  direct 
indebtedness,  but  to  his  indirect  indebtedness  which,  for  the  first  time, 
then,  I  knew  was  claimed  to  amount  to  about  $900,000. 

He  wanted  me  to  write  a  letter  for  the  comptroller,  stating  to  him 
that  that  should  be  done.  I  replied  that  the  comptroller  had  not 
framed  the  conditions  of  the  trust  under  which  he  held  this  pledge; 
that  it  was  made  by  the  court  by  the  consent  of  Mr.  Thompson,  the 
pledgor,  and  his  counsel,  and  by  the  consent  of  the  attorney  who  was 
representing;  the  comptroller,  that  there  was  no  controversy  about 
that;  that  the  court  had  prescribed  the  terms  on  which  the  collateral 
was  held. 

I  may  say  this  collateral  had  been  deposited  theretofore  with  Mr. 
Thompson's  attorney  in  New  York,  McCombs,  Ryan  &  Gordon,  for 
the  purpose  of  securing  the  creditors  of  the  First  National  Bank  of 
Uniontown,  primarily,  as  was  understood,  although  there  was  no 
written  statement  or  memorandum  made,  and  to  secure  the  debts  of 
Mr.  Thompson  to  other  national  banks.  That  stock  was  deposited  on 
demand  of  the  comptroller  prior  to  the  time  that  the  bank  was  de- 
clared insolvent  and  went  into  the  hands  of  the  receiver,  and  was  due 
to  a  condition,  the  existing  condition  of  the  bank. 

The  comptroller  called  for  Mr.  Thompson  to  come  to  Washington, 
as  the  records  will  show,  though  I  was  not  here  at  the  time,  and  made 
a  demand  that  he  do  something,  to  put  up  some  property  or  some 
collateral  to  secure  the  depositors  of  the  bank.  It  was  agreed  that  it 
should  be  done  in  this  way,  that  Mr.  Thompson  had  some  undeveloped 
coal  properties  in  West  Virginia  and  that  a  corporation  would  be 
formed  by  his  counsel,  Mr.  Ryan,  and  stock  would  be  issued  to  him, 
and  that  stock  put  up  with  Mr.  Ryan  for  the  purpose  of  securing 
the  First  National  Bank  of  Uniontown  and  other  national  banks  to 
which  Mr.  Thompson  was  indebted. 

After  the  bank  went  into  the  hands  of  a  receiver — and  this  was 
after  I  became  counsel  for  the  receivers — it  was  found  that  Mr. 
Thompson  would  have  to  go  into  bankruptcy,  and  that  by  reason  of 
loose,  indefinite  manner  in  which  this  collateral  was  held,  something 
had  to  be  done  to  protect  the  creditors  of  the  First  National  Bank  of 
Uniontown ;  that  if  Mr.  Thompson  went  into  bankruptcy  the  proba- 
bility was  that  it  would  go  to  his  general  creditors,  and  that  tha 
creditors  of  the  national  banks  would  not  have  the  benefits  which  was 
intended  they  should  have  of  that  stock. 
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So  the  comptroller  took  the  matter  up  with  Mr.  Wendt,  who  had 
been  the  general  counsel  for  the  receivers  of  the  First  National  Bank 
of  Uniontown,  and  he  carried  on  the  correspondence  with  McCombs, 
Ryan  &  Gordogi,  setting  forth  the  necessity  of  having  this  collateral 
placed  in  a  satisfactory  and  definite  manner  for  the  security  of  the 
parties  that  it  was  intended  to  secure.  They  admitted  the  necessity 
for  it. 

In  the  meantime  a  receiver's  and  creditors'  committee  had  been 
appointed  and  had  taken  charge  of  the  estate  of  Mr.  Thompson,  Mr. 
Ryan  insisting  that  he  was  not  to  turn  the  collateral  over  without 
the  protection  of  an  order  of  court;  and  a  petition  was  filed  in  court 
setting  forth  the  objects  for  which  the  security  was  held,  and  this 
was  admitted  by  Mr.  Thompson  and  by  his  receivers,  and  I  believe, 
by  his  trustees — no ;  he  had  not  at  that  time  gone  into  bankruptcy — 
but  by  Mr.  Thompson  and  the  receivers  and  nis  committee,  and  the 
terms  of  the  pledge  were  fixed  as  has  been  stated. 

Mr.  Jones  insisted  that  the  comptroller  should  give  him  a  letter 
stating  that  that  was  not  only  to  secure  Mr.  Thompson's  direct  in- 
debtedness which  he  had  under  sworn  statement  made  at  the  last 
examination,  as  I  understand,  before  the  failure  of  the  bank  that 
amounted  to  about  $200,000  and  covered  his  direct  and  indirect  in- 
debtedness. I  said  to  Mr.  Jones,  "This  matter  is  entirely  in  the 
hands  of  the  court."  But  in  the  meantime  the  comptroller  had  in- 
stituted a  suit  in  the  District  Court  for  the  Western  District  of 
Pennsylvania,  asking  for  the  sale  of  this  stock  and  for  the  court 
to  determine  where  the  proceeds  should  go.  I  stated  to  Mr.  Jones 
that  whatever  the  comptroller  would  say  would  have  no  effect,  that 
there  was  an  agreement  made  between  Mr.  Thompson,  assented  to 
by  him,  and  that  the  language  of  the  agreement  and  of  the  decree 
would  have  to  be  determined  by  the  court,  and  whatever  view  Mr. 
Williams  would  take  of  it,  as  the  comptroller,  would  have  no  effect 
with  the  court.  But  he  insisted  that  Mr.  Williams's  view  would  con- 
trol, and  I  said  to  him  that  I  would  not  advise  Mr.  Williams  to  un- 
dertake to  dictate  to  the  court  as  to  the  construction  of  that  paper.  ' 

I  heard  no  more  from  Mr.  Jones  until  some  time  in  this  month. 
1  had  been  at  my  home  in  Virginia,  detained  by  sickness,  and  when 
I  arrived  here  I  was  told  by  some  one  in  my  office  that  Mr.  Jones 
had  called.  The  call  seems  to  have  been  made  by  reason  of  the  letter 
which  he  introduced  here,  of  June  30,  in  which  a  reply  had  been 
given  by  some  one  in  my  office  that  I  would  be  here  on  the  following 
Thursday  morning,  as  I  had  advised  the  office  I  would  be.  Mr. 
Jones  came  on  that  day.  I  left  home  in  time  to  reach  here  on  Thurs- 
day as  I  expected,  but  there  was  a  washout  on  the  Norfolk  &  West- 
ern road,  and  while  the  ordinary  time  between  my  home  and  Wash- 
ington is  12  hours,  I  was  more  than  36  hours  in  reaching  here,  and 
in  the  meantime  Mr.  Jones  had  written  a  letter,  to  my  attention, 
asking  therein  when  the  shareholders'  agent  would  be  elected.  That 
letter  was  forwarded  to  my  home  in  Virginia,  and  was  not  received 
by  me  until  the  morning  of  the  8th  of  this  month.  I  replied  to  him 
at  once  that  the  papers  were  then  being  prepared  for  the  election  of 
the  shareholders'  agent,  and  that  the  bond  had  been  fixed  at  $150,000. 

I  had  told  Mr.  Jones  previously  that  when  the  notice  for  the  elec- 
tion of  the  shareholders'  agent  was  given  I  would  advise  him. 
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The  Chairman.  When  was  the  final  dividend  paid  ? 

Mr.  Buchanan.  The  final  dividend  was  authorized  about  the 
middle  of  April  of  this  year.  That  required  the  drawing  of  about 
4,200  checks  and  the  distribution  of  the  checks.  » 

The  Chairman.  The  money  was  at  hand  ? 

Mr.  Buchanan.  The  money  was  at  hand. 

The  Chairman.  In  April  last? 

Mr.  Buchanan.  About  the  middle  of  April. 

The  Chairman.  Any  time  after  that  it  was  proper  to  appoint 
the  agent? 

Mr.  Buchanan.  Any  time  after  that  it  was  propert  to  appoint 
the  agent,  after  the  dividend  was  paid  and  satisfied  and  the  expenses 
of  the  office  ascertained  and  f oUna  out. 

It  takes  some  time,  as  you  can  appreciate,  to  draw  4,200  checks. 
The  dividend  was  authorized  about  the  middle  of  April,  and  then 
we  required  schedules  to  be  made  out  and  receipts.  Then  the  re- 
ceivers correspond  with  each  creditor  and  send  him  a  receipt.  He 
must  sign  that  receipt  and  return  it.  That  is  the  original  receivers 
certificate,  and  when  those  are  delivered  to  the  receiver  he  just  for- 
wards the  dividend  check. 

So  that  the  dividend  checks  had  been  prepared  and  were  being 
distributed,  and  we  took  steps  immediately  for  the  selection  of  the 
shareholders'  agent.  On  my  return  to  Washington  those  immediate 
steps  were  taken.  A  notice  was  prepared.  We  would  have  a  set 
of  forms  to  be  made  out,  and  we  forward  them  to  the  receiver.  Mr. 
Jones  was  notified. 

A  telegram  was  then  received  at  my  office  from  Mr.  Jones  as  to 
whether  he  could  see  me  and  the  comptroller  on  the  next  morning, 
I  believe.  That  was  the  8th  of  July.  The  comptroller  wired  him 
that  he  would  see  him,  and  Mr.  Jones  came  and  insisted  again  that 
the  comptroller  should  give  this  letter  to  him,  stating  that  the 
court  should  direct  this  $970,000  paid.  I  again  told  him  that  could 
not  be  done,  and  that  I,  as  an  attorney,  would  not  put  myself  in 
that  position  to  dictate  or  attempt  to  dictate  to  the  court  a  matter 
that  it  was  the  court's  duty  to  construe  and  as  to  which  he  had  di- 
rected testimony  to  be  taken  by  a  master. 

Mr.  Jones  said,  "  I  have  been  trying  to  get  this  letter  since  last 
November" — I  will  not  undertake  to  give  his  exact  language — "and 
if  I  can  not  get  it  I  am  going  before  the  committee  and  expose  this 
transaction." 

Mr.  Williams  immediately  said,  "  Mr.  Jones,  you  can  get  nothing 
from  this  office  by  threats.  You  go  before  the  committee.  There  is 
where  you  ought  to  go." 

I  started  to  leave  the  room.  Mr.  Jones  said  that  he  had  not 
intended  to  make  any  threat,  but  that  he  would  state  his  case  before 
the  committee  and  make  his  complaint  here.  Mr.  Williams  told  him 
that  was  perfectly  satisfactory,  that  if  he  felt  that  way  about  it  is 
was  his  duty  to  do  it. 

Mr.  Jones  then  asked  me  if  he  could  go  with  me  to  my  office.  I 
told  him  certainly,  he  could,  and  he  then  said,  still  persisting  in 
regard  to  the  letter,  "  I  think  I  can  satisfy  you  that  this  letter 
should  be  given.  If  I  can  furnish  you,  or  if  you  will  agree  to  read 
some  documents  which  are  not  in  my  possession,  but  which  I  will 
attempt  to  get  and  to  send  you,  I  think  I  can  satisfy  you."    I  said, 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  437 

i4  Mr.  Jones,  I  will  be  very  glad  to  read  anything  that  you  send,  and 
to  consider  it." 

As  to  the  sale  of  the  bank  building  I  desire  to  make  a  very  brief 
statement. 

Senator  Fletcher.  Did  he  ever  send  any  documents? 

Mr.  Buchanan.  No,  sir;  he  has  not. 

The  Chairman.  Make  this  clear  before  leaving  it,  please.  As  I 
understand  you,  the  depositors  were  paid  in  April  ? 

Mr.  Buchanan.  The  dividend  was  authorized  then. 

The  Chairman.  The  cash  was  ready  and  there  was  nothing  to  in- 
terfere with  the  appointment  of  an  agent  for  the  shareholders? 

Mr.  Buchanan.  No,  sir.  * 

^The  Chairman.  And  Mr.  Jones  was  persistent  in  his  efforts  to 
have  that  agent  appointed,  but  the  comptroller  declined  until,  as  a 
matter  of  fact,  I  tnink  he  had  been  here  in  the  committee  two  days, 
when  he  got  a  communication  from  the  comptroller  that  his  request 
would  be  granted. 

Mr.  Buchanan.  I  do  not  know.  That  letter  was  written  on  the 
8th.  I  think  he  said  he  was  in  Washington  on  the  8th.  The  letter 
was  written  on  the  morning  of  the  8th,  but 

The  Chairman.  That  was  a  coincidence,  that  the  delay  had  con* 
tinued  for  two  or  three  months  until  he  appeared  in  the  committee 
room?  I  did  not  know  whether  you  had  any  explanation  to  make  of 
that  or  not. 

Mr.  Buchanan.  It  may  be  a  coincidence,  Senator,  but  it  had  noth- 
ingto  do  with  the 

The  Chairman.  Very  well ;  you  may  proceed. 

Mr.  Buchanan.  I  desire  to  add  this — that  Mr.  Jones  at  this  meet- 
ing said  that  he  did  not  want  the  shareholders'  meeting  held  and 
asked  me  if  I  would  not  defer  it. 

The  Chairman.  What  meeting  is  that? 

Mr.  Buchanan.  The  shareholders'  meeting,  to  elect  the  sharehold- 
ers' agent.  At  his  last  interview  he  requested  me  to  withhold  notice. 
The  notice  had  already  been  sent. 

Senator  Fletcher.  You  mean  the  meeting  in  the  comptroller's 
office? 

Mr.  Buchanan.  Yes,  sir ;  the  meeting  in  my  office. 

Senator  Fletcher.  Your  office  ? 

Mr.  Buchanan.  Yes,  sir.  And  he  gave  as  his  reason  that  some 
party  who  held  some  stock  had  died  and  that  he  would  like  to  have 
the  meeting  deferred.  I  asked  him  at  whose  request.  He  said  he  had 
rot  consulted  with  anybody.  I  told  him  if  he  would  get  the  request  of 
the  shareholders  who  were  interested  I  would  give  it  consideration, 
and,  in  the  meantime  would  direct  the  receiver  to  withhold  the  notice 
for  a  week  in  order  for  him  to  get  me  the  information  or  to  commu- 
nicate the  desire  of  the  shareholders. 

The  Chairman.  In  regard  to  this  building 

Mr.  Buchanan.  Yes,  sir ;  I  will  come  to  that. 

The  Chairman.  Mr.  Jones  has  made  his  statement,  and  we  have 
listened  to-dav  to  the  testimonv  of  the  receiver  and  the  examiner  in 
regard  to  that.  When  Mr.  Jones  finished  his  testimony  the  other  day 
it  was  understood  that  he  was  to  secure  for  the  committee  appraisals 
of  this  property  to  substantiate  his  statement. 

Mr.  Buchanan.  Yes,  sir. 
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The  Chairman.  Do  you  not  think  you  had  better  defer  any  state- 
ment you  have  on  that  subject  until  you  wait  and  see  whether  he 
furnishes  those  appraisals  or  not?  I  do  not  believe  that  his  testi- 
mony with  regard  to  that  matter  will  have  very  much  weight  with 
the  committee  unless  he  substantiates  it  by  some  other  testimony 
than  his  own.  I  do  not  know  how  the  other  members  of  the  com- 
mittee feel  about  it. 

Mr.  Buchanan.  Of  course,  I  am  subject  to  the  wishes  of  the  com- 
mittee. 

The  Chairman.  If  he  brings  in  testimony  of  disinterested  and 
competent  engineers  estimating  the  value  of  that  property  as  largely 
in  excess  of  the  statements  of  "the  witnesses  who  have  already  been 
introduced,  you  will  have  an  opportunity  to  reply  in  any  way  you 
see  fit ;  but  until  he  does  I  do  not  think  it  is  worth  while  to  take  up 
the  time  of  the  committee  on  that  matter. 

Mr.  Buchanan.  Very  well.  May  I  make  just  one  statement 
to  call  your  attention  to  the  fact  that  no  asset  of  an  insolvent  na- 
tional bank  can  be  sold  except  by  order  of  court? 

The  Chairman.  We  understand  that. 

Senator  Fletcher.  X  was  going  to  say,  in  connection  with  what 
the  chairman  mentioned,  that  my  observation  is  that  you  can  get 
as  many  opinions  about  the  value  of  a  building  in  a  town  as  there 
are  people  in  the  town,  almost,  and  those  opinions  vary  all  the  way 
from  what  may  be  regarded  as  insignificant  values  up  to  the  blue 
sky.  I  will  be  controlled  very  largely  in  my  judgment  about  this 
by  the  orders  of  the  court. 

The  Chairman.  I  have  called  attention  of  the  witnesses  who  have 
preceded  to  that  fact. 

Senator  Fletcher.  Estimates  of  value  were  made  and  then  finally 
the  sale  was  made  and  the  sale  was  confirmed  by  the  court.  It  seems 
to  me  that  that  is  all  that  is  necessary. 

The  Chairman.  I  quite  agree  with  you,  Senator. 

Mr.  Buchanan.  May  I  file  with  the  committee  as  a  part  of  the 
record  a  report  of  the  sale  made  of  the  bank  in  a  daily  paper  of 
Uniontown I 

The  Chairman.  If  you  think  it  is  necessary  to  cumber  the  record 
with  it. 

Mr.  Buchanan.  It  is  a  very  short  editorial. 

The  Chairman.  We  are  printing  a  lot  of  stuff  here  that  is  of  no 
sort  of  consequence,  it  seems  to  me,  in  the  determination  of  this 
matter. 

Mr.  Buchanan.  It  simply  gives  the  names  of  the  bidders  and  the 
order  in  which  the  bids  were  made. 

(The  newspaper  report  referred  to  by  Mr.  Buchanan  is  as  fol- 
lows:) 

[Dally  New*- Standard,  Uniontown,  Pa.,  Saturday,  Feb.  23,  1918.] 

James  I.  Feather.  State  Senator  William  E.  Crow,  and  other  interests  pur- 
chased the  First  National  Bank  Building  for  .$700,000,  a  price  unanticipated, 
10  minutes  after  the  bidding  started  this  afternoon  in  the  arcade  of  the  bank 
building.  His  chief  competitor  was  William  A.  Stone,  bidding  for  himself  and 
the  Citizens'  Title  &  Trust  Co. 

The  sale  was  unostentatious.  Receiver  John  H.  Strawn,  promptly  at  2 
o'clock,  mounted  a  wooden  box  and  announced  the  terms  of  sale.    After  read- 
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In?  the  conditions  and  restrictions,  as  published  In  the  columns  of  the  Dally 
News-Standard,  Mr.  Strawn  gave  way  to  Auctioneer  Charles  M.  Fee. 

The  latter  started  the  bidding  at  $500,000.  Albert  Gaddis  immediately 
raised  the  price  to  $525,000.  Mr.  Feather  advanced  the  figure  to  $550,000. 
Albert  Gaddis  made  it  $575,000.  William  J.  Sherrard,  of  Vanderbilt  was  re- 
sponsible for  raising  the  figure  to  $625,000.  From  that  point  the  bidding  nar- 
rowed to  W.  A.  Stone  and  Mr.  Feather.  Feather,  $670,000;  Stone,  $671,000; 
Feather,  $680,000 ;  Stone,  $681,000 ;  Feather,  $600,000 ;  Stone,  691,000 ;  Feather, 
$700,000.    "I'm  done,"  said  Mr.  Stone. 

While  Auctioneer  Fee  was  crying  the  sale  for  the  third  and  last  time,  Re- 
ceiver Strawn  interrupted  to  say  that  it  was  the  full  purpose  of  the  Govern- 
ment to  make  the  sale,  and  the  opportunity,  existed  to  buy.  For  a  full  minute 
dead  silence  and  when  there  was  no  move,  the  auctineer  pronounced  the  bind- 
ing words,  "  sold."  Mr.  Feather  had  a  check  for  $20,000  in  cash,  in  his  pocket, 
which  he  turned  over  immediately  to  the  receiver  in  accordance  with  the  terms 
of  the  sale. 

Mr.  Strawn  announced  that  an  order  for  the  confirmation  of  the  sale  would 
be  presented  to  the  United  States  district  court  in  Pittsburgh,  Friday,  March  1. 
The  property  purchased  includes  the  First  National  Bank  Building  and  the 
Grand  Opera  House. 

Mr.  Wiu-iAMS.  May  I  detain  you  for  a  few  minutes  in  connection 
with  the  interview  mentioned? 
The  Chaibmak.  Proceed. 

ADMTKWA1  STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS, 

COXPTftOLLEft  OF  TEE  GTTBKEVCT. 

Mr.  Williams.  I  had  never  met  Mr.  Jones  in  my  life  and  I  had 
not  been  posted  in  regard  to  the  desultory  correspondence  which  he 
appears  to  have  had  with  one  of  the  counsel  of  the  comptroller's 
office. 

One  day  last  week — I  think  it  was  Thursday — anyhow,  one  day 
last  week  I  received  a  telegram  signed  by  Mr.  Jones  dated,  I  think, 
Uniontown,  Pa.,  asking  if  he  could  see  me  and  Gov.  Buchanan  the 
next  day  in  Washington.  I  had  not  the  remotest  idea  of  what  he 
wanted  to  see  us  about,  but  I  directed  my  secretary  to  telegraph  at 
once  that  Gov.  Buchanan  and  I  could  see  him  at  1  o'clock  on  the 
following  day,  which,  I  think,  was  Friday. 

I  was  duly  advised  the  next  day  that  Mr.  Jones  had  arrived  and 
that  it  had  been  noticed  that  he  was  one  of  those  who  were  attending 
the  meetings  of  this. committee. 

Why  he  was  interested  in  the  proceedings  of  the  committee  I  did 
not  know. 

At  1  o'clock  he  came  to  the  office,  and  Gov.  Buchanan  and  I  had  a 
talk  with  him.  He  then  said  that  he  had  tried  several  times,  ineffec- 
tually, to  see  me.  I  said,  "  Mr.  Jones,  this  is  the  first  I  have  heard 
of  it."  He  then  referred  to  some  occasion  last  November,  I  think, 
when  he  had  come  to  the  department  apparently  desiring  to  see  Gov. 
Buchanan  and  that  he  being  away  at  the  time  had  been  referred  to 
my  office,  and  I  was  out,  and  he  saw  neither  of  us  that  day,  as  I  under- 
stand it. 

I  said,  "  When  have  you  ever  tried  to  see  me  again  ?  "  and  he  men- 
tioned some  little  time  ago  when  he  said  he  had  called  at  the  Treas- 
ury, not  by  appointment,  at  my  office,  and  that  I  was  attending  a 
railroad  conference.  I  presume  it  must  have  been  on  some  Thurs- 
day, because  I  have  occasion  sometimes  to  attend  conferences  ori 
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Thursdays  which  take  up  perhaps  an  hour  or  two.  I  am  not  certain 
exactly  how  long  it  may  take  me.  It  appears  from  his  statement 
that  my  secretary  had  told  him  that  I  was  at  a  conference  and  it 
would  be  uncertain  when  I  would  return.  It  appears  from  his  state- 
ment that  he  waited  at  my  office  and  that  as  I  did  not  come  back 
within  an  hour  or  two,  he  left. 

The  matter  was  not  even  mentioned  to  me ;  it  was  not  thought  of 
sufficient  consequence  that  he  had  been  there.  He  did  not  explain, 
as  far  as  I  know,  the  nature  of  his  business  or  advise  that  it  was  & 
matter  of  any  importance  so  I  did  not  have  the  opportunity  of  seeing 
him.  I  asked  Mr.  Jones,  "  Do  I  understand  you  to  suggest  or  imply 
most  remotely  that  I  desired  to  avoid  seeing  you  for  any  reason  what- 
soever? "  He  said,  "  Certainly  not,  Mr.  Williams.  I  understand  thai 
fully."  That  was  the  assurance  which  he  gave  me  when  he  suggested 
to  me,  as  he  had  done  to  the  committee,  that  I  avoid  seeing*  him. 

He  then  proceeded  to  discuss  the  old  Thompson  agreement.-  I 
said,  "  Mr.  Jones,  that  is  a  matter  which  is  in  the  hands  of  counsel 
for  this  office."  He  said,  "  Yes,  but  I  want  you  to  make  me  a  state- 
ment in  regard  to  it."  I  said,  "  That  is  a  matter  which  I  am  going 
to  leave  to  counsel,  Mr.  Jones."  He  said,  "  Do  you  refuse  to  give 
me  a  letter  stating  what  you  will  do  in  this  or  that  event?  "  I  said, 
"  The  matter  will  be  left  entirely  with  counsel,  and  he  will  handle  it 
as  he  thinks  best.  I  have  entire  confidence  that  he  will  do  the  wise 
and  proper  and  legal  thing  about  this  matter,  and  I  must  refer  you 
to  Gov.  Buchanan?'  He  said,  "  Well,  if  you  refuse  to  give  me  that 
letter  I  will  just  have  to  go  before  the  committee."  I  said,  "Now, 
Mr.  Jones,  if  you  want  to  go  before  the  committee  I  am  very  eager 
that  you  should  do  so.  Please  do  so.  But  please  understand  that  no 
suggestion  of  that  sort  will  move  us  one  iota  to  depart  from  what  we 
believe  is  the  right  practice  and  proper  thing  in  this  case."  He  said, 
44  If  you  will  give  me  that  letter  I  will  not  go  before  the  committee." 

He  made  that  distinct  proposition.  44  If  you  will  give  me  the  letter 
I  will  not  go  before  the  committee."  I  said, 44  No,  Mr.  Jones.  That 
is  not  the  way  to  discuss  this  proposition.  You  can  go  before  the 
committee  any  time  you  please,  but  I  will  not  give  you  that  letter  or 
promise  to  give  you  the  letter;  and  the  only  thing  I  will  do  is  to  refer 
you  to  counsel  for  this  office  and  he  will  deal  with  you  justly  and 
fairly." 

The  Chairman.  What  was  the  cause  of  the  delay  in  the  appoint- 
ment of  this  agent  to  represent  the  shareholders  ? 

Mr.  Williams.  Why,  Senator,  I  am  glad  you  reminded  me  of  that. 
There  has  been  no  delay ;  there  has  been  no  delay  at  all.  As  a  matter 
of*  fact,  Gov.  Buchanan  has  just  explained  here  that  Mr.  Jones  him- 
self asked  for  a  delay  of  several  weeks  more.  The  trust  has  been  an 
important  one,  involving  three  or  four  millions  of  dollars  of  claims, 
and  they  are  outstanding  at  this  time,  and  over  $400,000  of  contingent 
claims,  contingent  liabilities,  the  liability  of  which  has  been  asserted 
by  Mr.  Jones  himself  as  attorney  for  one  of  these  poor,  hard-working 
coke  earners  who  were  swindled  by  the  officers  of  that  bank  who  im- 
posed upon  them  in  the  similitude  of  certificates  of  deposits  their 
private  due  bills. 

The  Chairman.  Do  you  know  how  long  that  custom  had  been  fol- 
lowed t 
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Mr.  Williams.  It  had  been  going  on,  as  I  discovered,  Mr.  Chair- 
man and  gentlemen,  for  several  years.  It  was  first  discovered  when 
I  discovered  it. 

I  said,  "  Mr.  Jones,  that  practice  has  got  to  stop."  He  said,  "  All 
right,  Mr.  Comptroller ;  I  will  stop  it " 

The  Chairman.  You  mean  Mr.  Thompson? 

Mr.  Williams.  Mr.  Thompson ;  yes.  He  said,  "  I  will  stop  it  when 
I  go  back."  I  said,  "  No ;  it  will  not  stop  when  you  get  back ;  it  stops 
to-dav." 

When  I  first  heard  of  it 

The  Chairman.  When  was  that?  , 

Mr.  Williams.  That  was  in  one  of  the  frequent  conferences  which 
I  held  with  Mr.  Thompson  during  the  last  months  of  the  bank's  ex- 
istence. 

The  Chairman.  Do  you  remember  the  year? 

Mr.  Williams.  Yes;  I  can  come  pretty  close  to  it,  because  I  be- 
came Comptroller  only  in  1914.  The  bank  was  closed  in  1915.  That 
was  one  of  the  first  national  banks  that  was  brought  to  my  attention 
for  its  irregular  practices — that  is,  the  First  National  Bank  of 
Uniontown. 

I  was  told  by  the  officials  in  the  comptroller's  department  that  "  it 
is  a  tough  proposition ;  you  will  have  a  hard  time  dealing  with  it." 
I  said,  " How  is  that?  "  They  said,  "  You  can  not  get  Thompson  to 
come  down  here.  He  will  not  even  come  down  here.  He  pays  no 
attention  to  letters."  I  said,  "  If  he  is  violating  the  law,  as  he  ap- 
pears to  be,  I  will  try  very  hard  to  get  him  to  come  down  here."  It 
was  with  some  difficulty  that  we  got  Thompson  to  come  down  and 
examined  him  and  discovered  these  practices  that  were  going  on. 

Senator  Gronna.  Was  the  emergency  currency  issued  to  this  bank 
before  you  became  comptroller? 

Mr.  Williams.  No,  sir.  I  was  comptroller  when  the  emergency 
currency  was  issued.  As  comptroller,  under  the  law,  I  supervised 
the  issuance  of  three  or  four  hundred  millions  of  emergency  currency 
T\hich  were  issued  in  the  autumn  of  1914. 

The  Chairman.  There  was  not  any  issued  until  October,  1914,  was 
there? 

Mr.  Williams.  August. 

The  Chairman.  Yes ;  that  is  right. 

Mr.  Williams.  We  were  hoping  that  the  bank  might  be  saved 
hv  checking  and  stopping  the  villainous  practices  which  we  found 
had  been  going  on. 

Perhaps,  gentlemen,  you  realize  that  I  have  no  authority  to  close 
a  bank  because  of  violations  of  the  law  on  the  part  of  its  officers  until 
or  unless  the  bank  is  insolvent.  A  bank,  as  long  as  it  appears  to  be 
sokent,  may  be  subject  to  many  loose,  irregular,  and  unlawful  prac- 
tices, and  the  penalty  for  many  of  these  derelictions  is  a  suit  for  the 
forfeiture  of  charter.  Naturally  the  comptroller  hesitates  as  long  as 
*  bank  is  solvent  to  bring  suit  tor  the  annulment  of  its  charter.  So 
we  tried  to  correct  abuses  so  the  bank  might  be  restored  to  good  con- 
dition. 

Senator  Gronna.  You  have  the  right,  however,  to  assess  penalties 
against  banks  for  violations  of  law  ? 

Mr.  Williams.  No,  sir.  We  have  the  right,  Senator,  to  impose 
penalties  upon  banks  who  decline  to  furnish  to  the  comptroller's 
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office  the  special  reports  which  the  law  authorizes  the  comptroller  to 
call  for.  When  the  bank  declines  to  send  in  those  reports,  the  comp- 
troller, under  the  provisions  of  the  law,  has  the  right  to  impose  cer- 
tain penalties. 

Senator  Gronna.  This  bank  had  not  refused,  as  I  understand  it, 
to  furnish  any  and  all  kinds  of  reports  asked  for? 

Mr.  Wii-liams.  No,  sir. 

The  Chairman.  Is  that  all? 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  The  committee  adjourns  until  Monday  morning  at 
10  o'clock. 

(Whereupon,  at  4.25  o'clock  p.  m.,  the  committee  adjourned  to 
meet  at  10  o'clock  a.  m.  on  Monday,  July  21, 1919.) 
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MONDAY,  JULY  21,   1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  D.  C* 
The  committee  met,  pursuant  to  adjournment,  at  10.15  o'clock  a.  m., 
in  the  committee  room,  Senate  Office  Building,  Senator  George  P. 
McLean  presiding. 

Present:  Senators  McLean  (chairman),  Page,  Gronna,  Newberry, 
Keyes,  and  Fletcher. 

Present  also:  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Currency;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency ;  and  others. 

The  Chairman.  The  committee  will  be  in  order.  Mr.  Williams 
you  may  proceed. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS— Besumed. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  I  took  the  libertv  of 
telephoning  to  your  office  on  Saturday  to  request  that  Representative 
McFadden,  who  I  learned  through  the  afternoon  papers  had  made 
certain  charges  and  complaints  against  me  and  my  administration 
of  the  comptroller's  office  before  the  Rules  Committee  of  the  House, 
should  be  called,  and  I  supplemented  that  telephone  message  with  a 
more  formal  request  by  letter.  I  earnestly  hope  that  he  has  been 
summoned,  and  that  he  will  appear  this  morning. 

The  Chairman.  He  has  been  notified,  Mr.  Comptroller.  I  think  he 
said  he  had  some  other  engagement,  it  seems  to  me,  before  a  House 
committee ;  but  I  will  not  be  sure  about  that.  In  any  event  he  has 
been  notified,  as  you  requested. 

Mr.  Williams.  Mr.  Chairman,  with  great  respect  I  submit  to  the 
committee  that  it  is  hardly  fair  for  Representative  McFadden,  under 
the  shelter  of  his  protection  as  a  Member  of  the  House,  to  make  slan- 
derous and  unsupported  charges,  which  he  dare  not  make  before  a 
committee  of  the  Senate,  which  is  now  ready  to  receive  them  and 
before  which  he  has  been  requested  by  yourself  to  appear.  I  hope 
that  Representative  McFadden  will  not  place  himself  in  the  position 
of  a  licensed  slanderer  by  refusing  to  come  and  by  refusing  to  state 
before  this  committee  every  complaint  for  which  he  has  any  reason- 
able or  just  foundation. 

The  Chairman.  I  do  not  know  that  there  is  any  foundation  what- 
ever for  the  statement  you  have  just  made,  Mr.  Comptroller.  All 
I  can  say  is  that  Mr.  McFadden  was  notified  and  that  his  reply  was 
that  he  had  an  engagement,  I  think,  before  some  other  committee. 

443 


444  NOMINATION   OF   JOHN   SKELTON   WILLIAMS. 

The  reply  was  to  my  secretary.  I  will  say  this,  however,  that  the 
committee,  I  think,  under  the  circumstances  should  hear  any  state- 
ment which  you  wish  to  make  contradicting  the  newspaper  reports 
of  Mr.  McFadden 's  charges.  It  seems  to  me  that  that  is  only  fair 
to  you.  Although  he  has  not  testified  before  the  committee,  the 
charges  have  been  generally  circulated,  and  as  it  has  a  bearing  upon 
your  official  conduct  I  think  you  ought  to  have  a  right  to  make  any 
statement  in  reply  that  you  see  fit. 

Mr.  Williams.  I  thank  you  for  that  opportunity.  I  will  take  ad- 
vantage of  your  permission  at  once,  Mr.  Chairman. 

The  Chairman.  I  wish,  if  you  have  the  article  that  was  published 
containing  Mr.  McFadden's  statement,  you  would  put  that  in  as  a 
basis  for  your  reply. 

Mr.  Williams.  Yes,  sir.  It  might  be  in  order,  Mr.  Chairman,  for 
me,  as  a  preliminary,  to  read  the  letter  which  I  wrote  to  Represen- 
tative McFadden  on  July  14,  1919,  in  this  connection.  It  is  not  a 
very  lengthy  communication. 

The  Chairman.  Is  it  necessary  to  read  it,  Mr.  Williams?  You  see 
it  takes  so  much  time  to  read  all  this,  and  there  are  few  Senators  here. 

Mr.  Williams.-  Perhaps  I  will  save  your  time  by  asking  that  it  be 
incorporated. 

The  Chairman.  It  will  be  put  in  at  this  point. 

(The  letter  referred  to  is  as  follows:) 

Treasury  Department, 
Office  of  Comptroller  of  the  Currency, 

Washington,  July  14,  1919. 
Hon.  L.  T.  McFadden, 

House  of  Representatives. 

Sir  :  On  February  15  last,  in  a  public  speech  in  the  House  of  Representatives, 
part  of  which  was  published  in  various  newspapers,  you  attacked  my  adminis- 
tration of  the  office  of  the  Comptroller  of  the  Currency,  and  expressed  your 
purpose  to  ask  for  investigation  of  it  by  a  committee  of  the  House  of  Repre- 
sentatives. You  added  that  you  had  heard  rumors  to  the  effect  that  I  had 
misused  opportunities  given  me  by  that  office  for  the  financial  advantage  of 
myself  or  my  friends,  and  that  you  would  ask  an  investigation  of  these  also. 
Later,  on  February  20,  you  substantially  repeated  these  assertions  and  in- 
sinuations. On  both  occasions  I  challenged,  invited,  and  defied  you  to  urge  on 
the  investigation  of  which  you  spoke,  and  declared  my  readiness  and  eagerness 
to  meet  it.  My  answer  was  sent  to  you  and  was  received  by  you;  parts  of  it 
were  printed  In  the  Congressional  Record  and  the  newspapers,  but  for  reasons 
which  are  not  creditable  to  yourself  you  endeavored  to  suppress  my  letter  to  you 
of  March  1  and  prevent  its  publication  in  the  Congressional  Record  when  the 
subject  was  under  debate  on  the  floor  of  the  House. 

The  new  session  of  Congress,  controlled  by  the  party  to  which  you  belong* 
has  been  sitting  now  since  May  19 — nearly  two  months.  I  have  not  until  to-day 
seen  nor  heard  of  any  attempt  by  you  to  make  good  your  promise  or  threat  of 
investigation  of  the  comptroller's  office  or  of  my  conduct  in  it.  I  have  seen 
you  present  at  sittings  of  the  Committee  on  Banking  and  Currency  of  the  Senate, 
considering  my  reappointment,  and  hearing  the  testimony  of  those  opposing  my 
confirmation.  You  evidently  were  a  deeply  interested  and  probably  were  a 
sorely  disappointed  auditor  and  spectator  of  the  proceedings  there. 

On  your  responsibility  as  a  Representative  and  an  Individual  you  publicly 
uttered  false  but  serious  accusations  against  the  official  and  personal  charac- 
ter of  an  officer  of  the  Government,  holding  a  place  of  some  importance.  The 
person  you  assailed  has  publicly  denounced  your  accusations  as  viciously  false 
and  has  defied  you  to  present  any  evidence  which  you  may  have  on  which  you 
base  them  and  added  that  you  had  tried  to  do  injury  to  character  and  then 
skulked  from  the  consequences  of  your  attempt.  You  were  further  reminded 
that  if  you  knew  or  honestly  thought  you  knew  of  any  reason  why  I  was  unfit 
to  hold  office,  your  solemn  duty  as  a  citizen  and  a  Representative  of  the  people 
was  to  make  those  facts  known  and  cause  inquiry  by  the  proper  authorities. 
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So  far  as  I  may  judge  by  your  acts  you  are  content  to  rest  from  March  1 
to  July  14,  under  charges  of  falsehood  and  ma.icious  attempt  to  do  Injury  while 
avoiding  responsibility,  and  of  neglect  of  your  duty,  making  no  attempt  to  reply 
to  iny  letter  to  you  of  March  1.  It  included  matter  which,  it  seems  to  me,  would 
require  the  attention  of  any  man  at  all  heedful  of  his  own  reputation  or  nice 
in  his  regard  for  personal  honor. 

You  did,  however,  go  into  court  in  the  interim  between  the  sessions  and 
sought  to  enjoin  me  from  an  investigation  of  your  operations  and  your  manage- 
ment of  tJie  bank  of  which  you  are  president,  and  especially  to  prevent  me  from 
thsclosing  to  Members  of  Congress  transactions  and  operations  of  which  you 
may  well  be  ashamed,  and  the  tendency  of  which  were  and  are  destroying  the 
credit  and  standing  of  the  bank.  You  impress  me.  therefore,  as  being  far  more 
anxious  over  your  job  and  your  pocket  than  over  your  character  as  a  man  or 
official. 

In  the  proceedings  in  court  you  took  occasion  to  present  the  same  pleas  that 
in  one  way  or  another  you  had  put  before  the  House  and  the  public,  to  the 
effect  that  I  was  trying  to  injure  the  bank  with  which  you  are  connected  and 
to  gratify  animosity  you  believed  I  hold  against  you.  The  record  shows  that  I 
knew  nothing  of  you  or  your  supposed  advocacy  of  the  abolition  of  the  comp- 
troller's office  and  knew  nothing  of  the  details  of  your  mismanagement  until  the 
chief  examiner  and  the  Deputy  Comptroller  of  the  Currency,  believing  that  your 
abuses  unless  checked  would  jeopardize  and  ruin  the  bank,  and  finding  that 
your  repeated  promises  of  reformation  were  persistently  disregarded,  brought 
the  situation  to  my  personal  attention  and  arranged  for  a  conference  with  you 
in  Washington  in  the  comptroller's  office  In  January  last.  The  record  shows 
that  whatever  troubles  the  bank  may  have  had  and  the  criticisms  to  which  it 
may  have  been  subjected  were  mainly  direct  results  of  your  misconduct  and 
mismanagement  and  your  deliberate  refusal  and  failure  to  comply  with  the 
rules  of  this  department  and  the  laws  and  the  principles  of  sound  banking.  You 
have  sought  to  tie  my  hands  and  protect  yourself  against  the  consequences  of 
your  willful  acts  and  the  reckless  handling  of  the  money  of  others  while  using 
your  place  in  Congress  to  malign  and  to  endeavor  to  injure  me. 

You  will  not  be  allowed  to  execute  these  benevolent  intentions  if  I  can 
prevent.  The  results  of  the  legal  proceedings  and  processes  of  the  courts  must 
he  awaited.  I  have  eagerly  awaited  opportunity  to  be  heard  in  relation  to  what 
has  been  said  and  done  by  you  before  the  Congress  and  the  public  to  which  I 
am  responsible.  As  a  prelimnlary  step  in  that  direction  I  now  renew  my  Invita- 
tion and  challenge  to  you  to  urge  on  the  investigation  of  my  personal  and  official 
conduct  for  which  you  expressed  such  acute  anxiety  five  months  ago.  I  observe 
with  pleasure  that  to-day  you  presented  in  the  House  a  resolution  for  such  an 
investigation — the  same  you  offered  February  15,  with  some  amplifications, 
presumably  representing  the  results  of  your  examinations  and  investigations  in 
the  interval.  Judging  from  the  reports  of  proceedings  in  the  present  House 
thus  far  there  is  a  readiness  to  take  up  everything  in  the  way  of  an  investigation 
of  the  present  administration  that  may  be  suggested. 

Furthermore,  my  nomination  for  reappointment  is  before  the  Senate.  You 
have  opportunity  there  to  present  any  evidence  you  may  have  to  prove  my 
unfitness.  Permit  me  to  add  at  risk  of  reiteration,  that  certainly  it  will  be 
your  duty  to  present  to  the  House  or  Senate  or  both  every  scrap  of  evidence 
ajtainst  me  you  may  be  able  to  find.  However  you  may  feel  about  such  things, 
I  have  been  taught  to  hold  that  character  for  truth  and  loyalty  to  duty  are 
ahove  any  imaginable  job  or  position  of  advantage.  That  character  has  been 
wantonly  assailed  by  you.  I  now  call  on  you  to  press  directly  and  urgently 
for  the  investigation  you  asked  or  suggested  before  the  last  House,  and  now, 
after  two  months,  advertise  yourself  as  desiring,  of  my  official  and  personal 
conduct.    I  am  ready  for  It  at  any  moment  before  any  competent  body. 

My  name  is  now  before  the  Senate  committee  above  referred  to.  If  you  dis- 
trusted the  same  committee  of  the  last  Senate  because  the  majority  of  its 
members  were  not  of  your  political  party,  that  cause  of  trepidation  or  pretext 
for  shunning  the  Issue  is  removed  now.  The  committee  is  in  session  and  has 
my  case  before  It,  with  full  power  to  command  the  presence  of  persons  and  the 
production  of  papers.  Again  I  invite  and  defy  you  to  go  before  that  body  and 
present  to  it  your  accusations  against  me  with  whatever  you  have  or  can  find 
to  support  them.  This  need  not  obstruct  or  delay  investigation  of  my  adminis- 
tration and  myself  by  the  House.  I  will  welcome  that  also,  will  be  ready  for 
it  I  repeat,  at  any  moment,  and  the  more  quickly  it  is  ordered  and  begun  the 
better  pleased  I  will  be.    Meanwhile,  however,  the  Senate  committee  is  sitting 
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and  ready  to  hear,  as  its  duty  is.  any  charges  against  the  appointee  to  an 
important  and  responsible  office  that  anybody  desires  to*  put  before  it. 

I  submit  as  an  unavoidable  alternative  that  failure  by  you  to  present  your 
charges  and  evidence  to  the  Senate  committee  will  prove  that  you  distrust 
either  the  committee  or  your  own  case.  I  might  submit,  further,  that  if  yon 
shirk  the  show-down  to  which  you  are  called,  you  will  be  in  the  shameful 
position  of  having  used  your  position  to  attempt  to  injure  another  man  with 
widely  and  carefully  spread  attacks  on  his  character  which  you  are  ashamed 
or  afraid  to  support,  and  for  confirmation  of  which  you  have  no  evidence  you 
dare  offer;  but  I  do  not  know  whether  you  are  interested  in  that  aspect  of 
the  case. 

As  you  have  assailed  me  before  the  Congress  and  the  public,  I  shall  feel  at 
liberty  to  put  this  letter  to  you  at  the  disposal  of  the  newspapers  and  to  en- 
deavor to  have  it  published  in  the  Congressional  Record. 

I  trust  you  will  be  able  to  understand  the  position  in  which  you  will  be  if 
you  refuse  or  fail  to  respond  to  this  call 

John  Skelton  Whxiams. 


[For  the  press.    Immediate  release.] 

Office  of  the  Comptroller  of  the  Currency, 

Washington,  July  19,  1919. 

John  Skeltpn  Williams,  Comptroller  of  the  Currency,  commenting  on  Mr. 
McFadden's  charge  that  the  Comptroller  of  the  Currency  had  been  financially 
interested  in  the  Arlington  Hotel  transaction,  said : 

"  I  have  been  urging  Mr.  McFadden  by  direct  letters  to  him  made  as  sting- 
ing as  possible,  to  push  the  investigation  into  my  conduct  at  which  he  has 
been  hinting  since  last  February.  Five  days  ago  I  sent  him  an  additional 
letter  of  challenge.  I  have  suggested  to  Mr.  McFadden  that  his  most  expedi- 
tious course,  and  his  duty,  is  to  present  any  charges  he  may  have  before  the 
Senate  Committee  on  Banking  and  Currency  which  now  has  before  it  my 
renomination.  I  am  scheduled  to  appear  before  that  committee  Monday,  but 
will  cheerfully  give  place  to  Mr.  McFadden  and  all  the  papers  and  other  evi- 
dence he  may  have;  and  upon  learning  of  his  charges  this  afternoon  I  imme- 
diately requested  the  chairman  of  the  Banking  and  Currency  Committee  of 
the  Senate  to  summon  Mr.  McFadden  to  come  before  the  committee  on  Monday. 

"  Meanwhile  it  is  fair  that  I  be  allowed  to  inform  the  public  that  I  had  not 
the  slightest  financial  interest  in  the  Arlington  Hotel  transaction,  directly  or 
indirectly.  Secretary  McAdoo,  in  March,  1918,  wrote  Representative  Pou,  of 
North  Carolina,  on  this  matter,  giving  him  the  facts.  The  law  firm  of  Williams 
&  Mullen,  of  Richmond,  Va.,  of  which  my  brother-in-law,  Lewis  C.  Williams,  is  a 
member,  has  been  counsel  for  Winston  &  Co.,  for  the  past  five  years  or  more. 
They  are  large  contractors,  who  controlled  the  Arlington  property.  I  do  not 
know  what  legal  fees  or  compensation  Williams  &  Mullen  may  have  received 
for  their  services  in  the  Arlington  Hotel  transfer.  Whatever  they  may  have 
charged  was  for  their  professional  services,  in  which  I  had  no  participation 
whatsoever.  That  is  all  the  foundation  I  can  imagine  for  Mr.  McFadden's 
insinuations,  which  I  denounce  again  as  absolutely  false  and  which  have  all 
the  appearance  of  being  dictated  by  intense  malice. 

"  If  he  thinks  he  knows  anything  against  me  let  him  come  before  the  Senate 
committee  Monday — day  after  to-morrow. 

"  Those  who  have  given  attention  to  this  matter  will  recall  that  a  Pennsyl- 
vania bank  of  which  Mr.  McFadden  is  president,  has  come  under  my  official 
notice  in  an  unpleasant  way  and  that  I  have  expressed,  both  officially  and 
publicly,  the  opinion  that  Mr.  McFadden  is  responsible  for  whatever  unfortu- 
nate conditions  might  there  exist." 

Mr.  Williams.  I  also  ask  permission  to  place  in  the  record  my 
press  statement  of  Saturday  afternoon,  given  out  immediately  upon 
reading  the  newspaper  story.    It  is  a  one-page  statement. 

The  Chairman.  Have  you  the  newspaper  story  ? 

Mr.  Williams.  I  haven't  it  with  me.  Upon  reading  the  news- 
paper article  I  at  once  telephoned  to  Mr.  Lewis  C.  Williams,  of  the 
firm  of  Williams  &  Mullen,  of  Richmond,  Va.,  one  of  my  brothers-in- 
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law,  and  told  him  of  the  slanderous  statement  which  had  appeared 
in  the  afternoon  paper.  He  immediately  wrote  me  this  letter,  which 
I  received  in  reply  to  my  communication : 

WILLIAM8  &  MUIXEN, 
AfTOBNEYS  AND  COUN8ELLOB8  AT  LAW, 

Mutual  Building,  Richmond,  Vc,  July  19,  1919. 

Hon.  John  Skelton  Williams, 

1712  Eighth  Street  NW.,  Washington,  D.  C. 

Deab  Mil  Williams  :  I  hand  to  you  herewith  a  memorandum  of  services  by 
my  firm  for  Arlington  Corporation  and  Arlington  Building. 

I  also  hand  to  you  a  copy  of  the  several  interrogatories  and  answers  filed  by 
Eichelberger  in  the  suit  in  the  District  of  Columbia  in  the  name  of  Elchelberger 
v.  Sands  et  al. 

The  Associated  Press  carried  a  charge  of  McFadden  to-day  that  you  have 
participated  in  the  sale  of  the  Arlington  Building  (Inc.),  which  I,  of  course, 
am  stating  to  be  absolutely  untrue. 
Affectionately, 

Lewis. 

The  interrogatories  filed  in  the  lawsuit  to  which  he  refers,  I  under- 
stand, were  filed  in  the  Supreme  Court  of  this  District  some  six 
months  or  a  year  ago,  and  this  is  an  excerpt  from  the  interrogatories : 

In  the  Supreme  Court  of  the  District  of  Columbia.  Holding  an  equity  court, 
Harry  D.  Eichelberger,  plaintiff,  v.  Oliver  J.  Sands  et  al.,  defendants.  Equity 
No.  35483. 

Answer  of  Arlington  Building  (Inc.)  to  the  interrogatories  filed  by  the 
plaintiff  herein : 

11.  Q.  Have  any  attorney's  fees  been  paid;  and  if  so,  how  much  and  to* 
whom,  for  services  in  connection  with  the  sale  to  the  United  States  of  the- 
property  described  in  the  bill? 

A.  Tes ;  there  has  been  paid  on  account  of  legal  services  to  cover  period  from 
organization  of  company,  including  services  for  organization,  negotiating,  and 
passing  on  contracts  with  the  Navy  Department,  with  the  Metropolitan  Life- 
insurance  Co.,  sundry  bankers  and  brokers,  and  preparation  of  mortgages  and 
bond  issues  and  legal  representation  in  negotiations  leading  to  sale  of  property 
and  preparation  of  contracts  and  services  in  Washington,  New  York,  and 
Baltimore  in  numerous  conferences  with  the  officers,  architects,  contractors,, 
and  brokers  and  their  attorneys,  including  expenses,  $25,500. 

12.  Q.  Is  there  an  agreement  for  future  payments  to  attorneys  on  account 
of  services  in  connection  with  the  sale  to  the  United  States  of  the  property 
described  in  the  bill ;  and  If  so,  for  how  much  and  with  whom? 

A  None. 

13.  Q.  Have  any  fees,  charges,  or  commissions,  other  than  attorney's  fees, 
been  agreed  to  be  paid  to  any  person  in  connection  with  the  negotiation  of" 
the  sale  to  the  United  States  of  the  property  described  in  the  bill ;  and  if  sor 
how  much  and  to  whom? 

A  None. 

The  Chairman.  That  money  was  paid  out  of  the  proceeds  of  the 
sale  of  the  Arlington  site  ? 

Mr.  WnxiAMS.  By  the  former  owners  of  the  Arlington  site  to  their 
attorneys. 

The  Chairman.  Was  the  Arlington  property  in  the  hands  of  a 
receiver? 

Mr.  Wiixiams.  I  do  not  know.    I  understand  not.    I  do  not  know- 

The  Chairman.  You  do  not  know  how  your  brother-in-law  came 
to  be  employed  ? 

Mr.  WnxiAMS.  I  think  this  letter  explains  that : 

Memorandum  of  services  of  Williams  &  Mullen,  as  attorneys  for  Arlington 
Corporation  and  Arlington  Building  (Inc.),  owners  of  the  property  in  Wash- 
ington known  as  Arlington  Hotel,  now  owned  by  the  United  States  Government. 


448  NOMINATION   OF  JOHN  SKELTON   WILLIAMS. 

"  This  property  was  purchased  by  Winston  &  Co.  in  February,  1914,  at  public 
auction,  and  Williams  &  Mullen  were  employed  as  attorneys  to  organize  the 
Arlington  Corporation,  superintend  the  transfer  of  the  property  and  the  prepa- 
ration of  contracts  and  mortgages  up  to  the  time  of  the  transfer  of  the  property 
of  the  Arlington  Corporation  to  Arlington  Building  (Inc.),  and  the  dissolution 
of  the  corporation.  The  firm  also  prepared  the  minutes  and  the  deed  conveying  j 
the  Arlington  Building  (Inc.)  and  attended  to  the  liquidation  of  the  com-  i 
pany's  assets.  j 

This  goes  back  some  five  years  or  more. 
The  Chairman.  What  are  you  reading  from  now  ? 
Mr.   Williams.  A  memorandum   furnished  me  by   Williams  & 
Mullen,  the  memorandum  referred  to  in  the  letter  which  I  first  read. 

In  August,  1917,  this  firm  organized  the  Arlington  Building  (Inc.),  with 
$1,000,000  capital,  for  the  purpose  of  taking  over  the  lot  of  the  Arlington  Cor- 
poration and  erecting  a  building  thereon  for  the  Navy  Department  of  the 
United  States  and  looked  after  the  negotiation  of  contracts  and  proposals 
between  the  Navy  Department  and  the  corporation  and  contracts  with  the 
Metropolitan  Insurance  Co.  of  New  York  for  a  loan,  the  preparation  and 
execution  of  a  deed  of  trust  or  mortgage  to  secure  $1,400,000  borrowed  from  the 
Metropolitan  Insurance  Co.,  conferred  with  attorneys  and  others  in  New  York 
and  Washington  representing  the  insurance  company;  prepared  a  second  deed 
of  trust  or  mortgage  to  secure  a  bond  issue  of  $600,000;  held  conferences 
in  Washington  and  New  York ;  took  entire  charge  of  the  suit  of  R.  H.  McNeil 
against  the  corporation  for  $380,000  and  looked  after  the  defense  of  same ;  con- 
ferred and  assisted  in  the  preparation  of  the  proposals  to  the  Treasury  for  the 
sale  of  the  property  on  behalf  of  the  company ;  attended  to  the  consideration 
and  preparation  of  contracts  for  the  sale  of  the  company's  property;  holding 
meetings,  prepared,  and  passed  upon  all  deeds;  satisfaction  of  mortgages;  and 
looked  after  injunction  suit  of  Eiehelberger  restraining  transfer  of  property; 
contracts  with  architects  and  builders  and  claims  connected  therewith ;  in  short, 
performed  all  legal  services  required  by  the  Arlington  Corporation  and  Arling- 
ton Building  (Inc.),  from  the  purchase  of  the  property  to  Its  sale  and  con- 
tinuously since,  without  assistance,  except  that  of  the  Hon.  Charles  A.  Douglas 
in  the  suit  of  Eiehelberger  pending  in  the  Supreme  Court  of  the  District  of 
Columbia.    The  record  of  these  services  fills  many  pages. 

The  above  was  only  one  of  many  matters  in  which  we,  as  counsel  for  Winston 
Jk  Co.,  have  represented  them  prior  to  and  since  1914. 

Williams  &  Mullen  were  paid  for  these  services  $25,500,  as  shown  by  the 
answers  to  the  Interrogatories,  and  since  the  answers  were  filed  have  been  paid 
$1,000  for  other  services  in  connection  with  the  litigation  in  Washington. 

Senator  Newberry\  In  the  earlier  part  of  that  document  he  speaks 
of  a  contract  with  the  Navy  Department  and  later  he  speaks  of  serv- 
ices to  the  Treasury  Department. 

Mr.  Williams.  I  know  nothing  about  those  details.  I  saw  in  the 
Congressional  Record  several  years  ago  a  letter  from  Secretary 
Daniels  recommending  that  the  Navy  Department  be  authorized  to 
enter  into  some  long-term  lease  of  that  building,  as  I  recall  it.  I 
was  not  en  rapport  with  the  situation  and  knew  nothing  about  it 
except  from  hearsay  and  what  I  would  see  in  the  papers  or  the  Con- 
gressional Record. 

The  Chairman.  Where  are  Winston  &  Co.  located  and  what  do 
they  do? 

Mr.  Williams.  Winston  &  Co.  is  a  large  contracting  firm.  They 
liave  probably  been  in  business  for  30  or  40  years.  They  built.  I 
think,  among  other  things,  the  Ashokan  Dam  in  New  York. 

The  Chairman.  Where  is  their  headquarters? 

Mr.  Williams.  I  think  Richmond  and  New  York. 

The  Chairman.  And  they  have  no  headquarters  in  Washington 
that  you  know  of? 
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Mr.  Williams.  I  understand  that  they  have  offices  here.  I  do  not 
know  where  their  offices  are  located  in  connection  with  the  Arlington 
Building.  Or,  rather,  they  had  at  one  time.  I  do  not  know  whether 
they  still  have  offices. 

The  Chairman.  Where  is  the  headquarters  of  this  firm  in  which 
your  brother-in-law  is  a  member  ? 

Mr.  Williams.  In  Richmond,  Va. 

The  Chairman.  They  have  no  Washington  headquarters? 

Mr.  Williams.  No. 

The  Chairman.  You  think  the  building  concern  has  headquarters 
here? 

Mr.  Williams.  I  think  they  have  offices.  Necessarily  they  would 
have  offices  here,  undertaking  to  construct  a  building  at  a  cost  of  sev- 
eral million  dollars.  Necessarily,  I  should  say,  they  would  have 
offices  of  some  sort. 

The  Chairman.  Yes;  they  would  have  temporary  offices. 

Mr.  Williams.  I  assume  so.  But  as  to  that  I  know  nothing.  Nor 
do  I  know  who  the  resident  managers  are. 

(Senator  Gronna  thereupon  made  a  statement  regarding  the  desira- 
bility of  the  appearance  of  Representative  McFadden  to  make  a  state- 
ment, which  the  reporter  was  directed  not  to  record,  and  after  col- 
loquy the  following  occurred:) 

Senator  Gronna.  I  am  not  passing  judgment  either  on  you  or  on 
Mr.  McFadden  at  this  time.  I  am  simply  stating  my  position.  But 
any  citizen,  and  especially  a  public  official,  ought  not  to  make  state- 
ments that  he  is  not  at  least  willing  to  prove. 

Mr.  Williams.  Unquestionably.     It  is  a  cowardly  thirtg  to  do. 

iSenator  Gronna.  I  look  upon  it  like  this:  If  you,  as  Comptroller 
of  the  Currency,  are  guilty  of  the  charges  made  by  Mr.  McFadden, 
you  are,  of  course,  unfit  to  hold  your  position.  On  the  other  hand,  if 
you  are  not  guilty,  it  is  a  gross  injustice  to  you,  and  those  facts 
should  be  made  known  to  the  public. 

Mr.  Williams.  And  promptly.  Senators,  that  is  exactly  the  posi- 
tion I  have  taken,  and  also  in  this  connection,  if  I  may  be  permitted 
for  a  moment,  I  desire  to  call  attention  to  the  injustice  which  is 
done  me  when  irresponsible  men,  without  any  evidence  whatsoever 
to  support  their  charges,  are  permitted  to  come  here  in  the  guise 
of  witnesses  and  make  statements  which  they  know  are  false,  and 
which  in  every  case  I  have  shown  to  be  without  the  slightest  justi- 
fication. I  realize  the  embarrassment  of  the  committee.  I  am  sure 
that  the  committee  would  not  listen  for  a  second  to  such  slanderous 
charges  unless  they  were  led  to  suppose  that  they  could  later  on,  or 
at  some  time,  be  supported. 

The  Chairman.  What  other  witnesses  do  you  refer  to  now,  Mr. 
Williams? 

Mr.  Williams.  I  refer  especially  to  the  witness  Cooper;  and 
I  shall  also  bring  evidence  to  disprove  the  statements  of  other  wit- 
nesses heretofore.  But  I  have  dealt  at  some  length  with  the  falsifica- 
tions and  misstatements  deliberately  made  by  the  witness  Cooper, 
and  have  presented  the  written  evidence  which  has  completely  con- 
troverted them  as  they  have  been  brought  to  my  attention. 

The  Chairman.  You  may  have  made  some  mistakes,  and  he  may 
have  made  some  mistakes. 
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Mr.  Williams.  I  have  made  no  statement  here,  Senator,  deliber- 
ately, which  I  did  not  believe,  and  which  I  am  not  prepared  to  cor- 
roborate. 

The  Chairman.  It  is  possible  you  may  have  made  some  mistakes, 
and  it  is  possible  he  may  have  made  some. 

Mr.  Williams.  I  have  shown  that  he  made  statements  which  he 
knew  at  the  time  he  made  them  were  false. 

The  Chairman.  What  did  this  property  sell  for? 

Mr.  Williams.  In  answer  to  that,  Senator,  please  allow  me  to 
read,  or  to  put  into  the  testimony,  these  two  letters  from  the  Con- 
gressional Record  of  May  18,  1918.  One  is  addressed  to  Senator 
Phelan,  pages  7258  and  7259 : 

Treasuby  Depabtment, 

Washington,  May  Iff,  1918. 

My  Dear  Senator:  I  have  your  letter  of  the  2d  instant  regarding  the 
Arlington  property,  and  am  glad  to  write  you  fully  on  the  subject 

•  ***•*• 

It  is  impossible  to  describe  the  difficulties  under  which  the  Treasury  is  now 
laboring  in  its  effort  not  only  to  raise  essential  money  through  the  sale  of 
liberty  bonds,  but  to  find  room  for  the  employees  to  work  in  order  to  turn  these 
bonds  out  promptly  and  deliver  them  to  purchasers  throughout  the  country. 
The  corridors  of  the  Treasury  Building,  where  light  and  ventilation  are  poor, 
must  be  used  from  time  to  time  for  this  service.  It  Is  an  injustice  to  the 
employees  and  a  reproach  to  the  Government. 

The  Chairman.  I  do  not  understand  that  there  is  any  dispute  as 
to  the  need  of  additional  accommodations  at  that  time. 

Senator  IJeyes.  Is  this  in  answer  to  the  chairman's  question  as  to 
what  this  building  sold  for? 

Mr.  Williams.    Yes,  sir.     We  are  coming  to  the  detailed  figures. 

Senator  Keyes.  Can  you  not  give  us  those  figures? 

The  Chairman.  Could  you'not  read  the  parts  that  have  a  bearing? 

Mr.  Williams.  I  should  like  to  have  the  whole  letter  go  into  the 
record. 

The  Chairman.  It  is  already  in  the  Congressional  Record. 

Mr.  Williams.  It  is  with  reference  to  charges  against  me,  Mr- 
Chairman. 

Senator  Fletcher.  I  think  it  ought  to  go  in. 

The  Chairman.  Put  the  whole  letter  in,  then. 

(Mr.  Williams  read  further  from  the  letter  referred  to,  as  follows:) 

The  fact  is  that  without  the  prospect  of  having  the  Arlington  Building  soon 
the  situation  would  be  exceedingly  critical.     *     *     * 
Tabulated,  the  figures  stand  as  follows: 

Main   building $2, 192.097 

Changes 1 118,751 

Addition  to  building 811*502 

Site 1,000,000 

Total 4, 122, 350 

This  corresponds  very  closely  with  the  proposal,  which  Is  for  $4,119,072- 
This  gives  a  rate  per  cubic  foot  of  slightly  over  40  cents.  That  this  is  a  rea- 
sonable rate  is  shown  by  the  contract  recently  let  for  the  Treasury  Annex. 

The  bids  for  that  building  in  limestone  ranged  from  $1,145,603  to  $1,397,565. 
After  making  some  changes,  the  contract  for  the  building,  exclusive  of  tunnel, 
was  let  for  $1,079,952.  Certain  additional  items  will  bring  the  cost  up  to  approx- 
imately $1,140,000. 
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Senator  Gronna.  That  was  the  real  estate? 
Mr.  Williams.  Yes,  sir. 

On  January  29, 1914,  the  site  was  sold  under  forced  sale  for  $850,000. 

After  obtaining  these  valuations,  the  department  felt  justified  in  allowing 
$1,000,000  as  the  value  of  the  site. 

The  Chairman.  And  the  superstructure  up  to  that  date  cost 
$3,100,000,  in  round  numbers  ? 

Mr.  Williams.  No.  I  am  not  familiar  with  this  matter;  but  as  I 
understanad  it,  the  superstructure  of  the  main  building  when  finished 
was  to  cost  so  much,  three  million  and  so  many  hundred  thousand, 
and  then,  as  I  understand  it,  the  annex  was  to  cost  an  additional 
amount,  eight  or  nine  hundred  thousand. 

The  Chairman.  Do  you  know  what  the  total  cost  to  the  Govern- 
ment was  of  this  building,  completed  ? 

Mr.  WitUAM8.  I  only  know  what  I  read  you  here,  that  the  appro- 
priation asked  for  was  $4,200,000.  The  estimated  cost  was  $4,122,350, 
of  which  the  site  was  $1,000,000,  the  main  building  was  $2,192,097, 
the  changes  $118,751,  and  the  addition  $811,502. 

Senator  Fletcher.  That  included  the  completed  building.  They 
had  only  finished  the  four  stories  below,  and  partly  finished  two 
stories  above,  and  had  material  on  the  ground  for  certain  other  por- 
tions. The  total  cost  of  the  whole  business,  including  the  annex,  was 
$4,122,350,  one  million  for  the  ground. 

The  Chairman.  That  was  the  estimate. 

Senator  Gronna.  As  I  understand  it,  the  ground  just  north  of 
the  Treasury  was  ground  which  had  been  owned  by  the  Government 
for  some  time.      , 

Mr.  Wii*liams.  I  do  not  even  know  that,  Senator. 

Senator  Fletcher.  That  has  nothing  to  do  with  it. 

Senator  Gronna.  It  does  have  something  to  do  with  it,  because 
the  question  is,  has  the  Government  paid  too  much,  or  has  the  Gov- 
ernment paid  more  than  it  ought  to  have  paid  for  the  ground  ?  As 
I  understand  it — and  if  I  am  mistaken,  I  hope  you  will  correct  me, 
Mr.  Williams — the  Government  has  the  right  to  condemn  property 
for  public  use.  Perhaps  we  have  paid  more  for  that  Arlington 
property  than  we  ought  to  have  paid.  That  may  not  be  the  fault  of 
the  Comptroller  of  the  Currency.  He  may  have  nothing  whatever 
to  do  with  that.  It  is,  of  course,  unfortunate  if  we  have  paid  entirely 
too  much.  But  what  concerns  me,  and  what  I  am  interested  in  as  a 
juror  here,  is  simply  whether  commissions  have  been  paid  in  these 
transactions,  large  commissions  or  small  commissions,  to  anyone,  and 
what  connection  that  has  with  the  Comptroller  of  the  Currency. 
That  is  the  only  thing  I  am  interested  in. 

Mr.  Wiluams.  As  to  the  price  paid,  in  this  letter  to  Senator 
Phelan  Secretary  McAdoo  points  out  that  this  particular  site,  as 
I  understand  it,  had  been  sold  in  1912  for  $1,400,000.  Three  or  four 
or  five  years  later,  whichever  it  was,  the  Government  acquires  that 
same  site,  as  I  understand  it,  for  $1,000,000,  or  $400,000  less  than  it 
sold  for  in  1912.  There  had  been  a  considerable  amount  of  work 
done  in  the  foundation — I  do  not  know  anything  about  that.  I  do 
not  know  what  that  cost,  or  whether  that  went  with  the  value  of 
the  price.    I  am  not  informed. 
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Senator  Gronna.  You  might  not  be  justified  in  approving,  in  a 
Government  purchase,  what  had  transpired? 

Mr.  Williams.  It  is  not  in  my  jurisdiction  in  any  way  whatso- 
ever. 

Senator  Gronna.  The  question  I  want  to  ask  you  is  this,  How 
was  this  property  acquired  by  the  Government — through  purchase 
from  corporations  or  individuals,  or  by  condemnation? 

Mr.  Williams.  As  to  that,  Senator,  I  understand  from  the  com- 
munications which  I  have  read  this  morning  that  there  were  two 
or  three  corporations  which  at  different  times  owned  or  controlled 
that  site.  But  that  the  firm  of  Winston  &  Co.,  the  large  contracting 
firm  to  which  I  have  referred,  owned  or  controlled  those  successive 
corporations,  as  I  understand  it,  whatever  they  were.  In  other 
words,  they  were  substantially  the  owners  of  the  Arlington  site, 
they  and  their  associates,  whoever  they  were.  I  do  not  know  whether 
it  was  a  firm  entirely,  or  whom  they  may  have  had  in  there  with 
them. 

Senator  Gronna.  Was  the  site  then  purchased  from  these  people? 

Mr.  Williams.  And  the  site  was  purchased  from  Winston  &  Co., 
the  contractors  who  conveyed  the  title  through  these  corporations 
which  belonged  to  them,  known,  it  seems  to  me,  in  one  case  as  the 
Arlington  Building  or  the  Arlington  Corporation.  I  do  not  know 
what  those  ramifications  were,  but  the  outstanding  fact  is  that  Win- 
ston &  Co.,  contractors,  owned  or  controlled  that  site,  and  they  were 
proceeding,  as  the  record  appears  to  show,  to  erect  a  large  building 
upon  it.  As  I  understand  it,  their  plans,  as  shown  from  the  record, 
seem  to  have  been  first  to  erect  a  large  office  building  or  a  hotel.  As 
to  whether  it  was  an  office  building  or  hotel  I  do  not  know,  but  one 
or  the  other.  But  while  those  plans  were  in  progress  it  appears  that 
negotiations  were  opened  with  the  Navy  Department.  As  to  whether 
the  Navy  Department  went  after  Winston  &  Co.,  or  whether  Win- 
ston &  Co.  went  after  the  Navy  Department,  I  do  not  know.  I  am 
entirely  ignorant  as  to  how  they  were  brought  about.  But,  anyhow, 
the  records  show  that  Winston  &  Co.  had  negotiations  with  the  Navy 
Department  by  which  the  building  to  be  erected  by  Winston  &  Co. 
was  to  be  so  modified  or  changed  as  to  make  it  suitable  for  officers  for 
the  Navy  Department. 

And  it  appears  that  there  was  a  bill  in  Congress,  as  to  the  details 
of  which  I  am  also  uninformed,  by  which,  if  I  remember  correctly, 
the  Navy  was  to  be  authorized  to  make  a  long  lease  of  that  building 
from  Winston  &  Co.  when  it  should  have  been  finished.  The  record 
shows,  if  I  recall  correctly,  that  the  Secretary  of  the  Navy  addressed 
a  communication  to  the  committee,  either  of  the  Senate  or  the  House, 
which  had  the  matter  in  charge,  recommending  that  they  be  per- 
mitted to  meet  the  pressure  upon  them  by  getting  the  benefit  of  that 
building. 

The  Chairman.  Winston  &  Co.  is  a  Richmond  firm? 

Mr.  Williams.  Richmond  and  New  York. 

The  Chairman.  Have  you  had  any  correspondence  with  them  in 
regard  to  this  matter? 

Mr.  Williams.  Not  that  I  know  of. 

The  Chairman.  Any  correspondence  with  the  attorneys,  your 
brother-in-law  and  his  firm,  in  regard  to  this  matter? 
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Mr.  Williams.  No.  I  had  nothing  to  do  with  it.  The  negotiations 
were  entirely  between  the  Treasury  Department  and  Winston  &  Co. 

The  Chairman.  I  understand,  but  I  asked  you  whether  you  had 
any  correspondence  with  this  concern,  or  with  the  attorneys  who 
acted  as  counsel  for  this  concern,  of  which  your  brother-in-law  is  a 
member? 

Mr.  Williams.  I  recall  none  whatever. 

The  Chairman.  No  communications  ? 

Mr.  Williams.  It  was  not  a  matter  in  which  I  was  concerned. 

The  Chairman.  That  you  have  said.  .You  had  no  conversations 
with  your  brother-in-law  ? 

Mr.  Williams.  May  I  come  around  to  this  matter  further,  Sena- 
tor, in  an  orderly  way  ?  I  shall  tell  you  of  what  conversation  I  did 
have  on  the  subject. 

The  Chairman.  Yes. 

Mr.  Williams.  The  bill  by  which  the  Navy  Department  had 
hoped  to  have  these  offices  available,  appears  to  have  failed.  I  under- 
stand that  was  probably  some  time  in  1917.  Knowing  the  tremen- 
dous pressure  under  which  the  Treasury  Department  was  laboring 
for  space,  I  mentioned  to  Secretary  McAdoo  that  possibly  that  Ar- 
lington site  might  be  available  in  some  way  to  relieve  the  congestion 
of  the  Treasury.  As  a  result  of  that  Winston  &  Co.,  or  the  rep- 
resentative of  that  firm,  with  one  of  their  attorneys,  called  on  Sec- 
retary McAdoo.  I  think  that  I  probably  introduced  them,  or 
Winston,  to  the  Secretary.  The  Secretary  referred  the  matter  to 
the  building  department  of  the  Treasury,  to  Secretary  Moyle,  and  I 
had  nothing  wnatever  to  do  with  it.  I  had  nothing  further  to  do 
with  the  subject,  nothing  beyond  an  introduction  of  some  member 
of  the  firm  of  Winston  &  Co.,  and  I  think  my  brother-in-law  was 
with  him  at  the  time,  in  the  hope  that  some  arrangement  might  be 
made — no  definite  details — by  which  the  pressure  on  the  Treasury 
might  be  relieved  by  utilizing  that  building,  which  the  Navy  Depart- 
ment had  been  trying  to  get,  but  had  been  unable  to  secure. 

The  Chairman.  You  introduced  a  member  of  the  firm  of  Winston 
&  Company  to  the  Secretary  of  the  Treasury  ? 

Mr.  Williams.  I  did.  I  think  that  was  in  the  latter  part  of  1917. 
I  had  no  further  interest  of  any  sort  at  all. 

The  Chairman.  You  must  have  had  some  correspondence  or  com- 
munication with  Winston  &  Co. 

Mr.  Williams.  I  did  not,  as  I  recall.  Mr.  Winston  came  to  my 
office,  knowing  me — I  have  known  him  for  15  years  or  more — and  re- 
ferred to  the  fact  that  thev  had  that  large  building  there,  and  that 
it  might  be  available  for  the  Government  in  some  way,  and  I  did  as 
I  would  do  for  any  one,  I  said,  "  I  shall  be  very  glad  to  bring  the 
matter,  if  you  desire,  to  the  attention  of  the  Secretary  of  the  Treas- 
ury,'1 which  I  did  and  that  ended  the  matter. 

Senator  Gronna.  Did  you  recommend  the  purchase  of  it? 

Mr.  Williams.  I  did  not. 

Senator  Gronna.  You  did  not  at  that  time  know  the  price  asked 
for  it,  nor  had  you  ascertained  the  value  of  it? 

Mr.  Williams.  I  think  that  they  were  indefinite  as  to  their  price. 
They  had  control  of  the  whole  situation,  and  I  do  not  know  whether 
their  own  views  were  crystalized.  The  subject  was  a  matter  of  ne- 
gotiation, as  I  recall  it. 
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The  Chairman.  When  the  member  of  the  building  firm  came  to 
your  office,  was  your  brother-in-law  with  him? 

Mr.  WnxiAMs.  I  think  they  called  together.  This  was  in  the 
latter  part  of  1917,  I  think.  But  I  did  what  I  would  do  for  any 
acquaintance  who  desired  on  an  official  matter  to  see  the  Secretary. 

The  Chairman.  After  that  interview,  you  suggested  to  the  Sec- 
retary of  the  Treasury  that  there  was  a  building  that  might  be 
serviceable  ? 

Mr.  Williams.  At  that  interview  I  told  the  Secretary  that  was  a 
situation  that  might  be  of  interest  to  the  Government. 

Senator  Gronna.  Is  it  reasonable  to  suppose  that  your  brother,  or 
your  brother-in-law,  had  carried  on  negotiations  with  these  people 
before  they  came  to  your  office? 

Mr.  Williams.  He  had  been  counsel  for  them  since  1914.  As  this 
record  which  was  read  this  morning,  but  which  you  have  not  seen, 
shows,  they  have  been  the  counsel  in  the  whole  matter. 

The  Chairman.  Do  you  know  whether  the  building  was  completed 
by  Winston  &  Co.  after  the  Government  bought  it  ? 

Mr.  Williams.  I  do  not  know.  I  have  never  seen  the  contract  be- 
tween the  Government  and  Winston  &  Co.  and  know  nothing  of  its 
details,  but  my  impression  is  that  the  corporation  or  firm  of  Winston 
&  Co.,  who  controlled  the  building,  entered  into  some  contract  with 
the  Government  for  its  continued  erection.  It  was  partly  under  way. 
That  was  simply  information  which  1  would  have  as  a  citizen.  As 
I  say,  I  have  never  seen  the  contract,  and  know  nothing  of  its  pro- 
visions. 

The  Chairman.  You  do  not  know  how  much  Winston  &  Co.  made? 

Mr.  Williams.  I  do  not  know  whether  they  made  anything  or 
whether  they  lost,  and  had  no  interest  in  their  profits  or  their  losses. 

The  Chairman.  You  know  nothing  about  their  estimates  amount- 
ing to  more  than  $3,000,000? 

Mr.  Williams.  Nothing  whatever. 

The  Chairman.  After  the  building,  as  I  understand  you,  was  80 
per  cent  completed 

Senator  Fletcher  (interrupting).  Oh,  no. 

The  Chairman.  I  understand,  Senator,  that  the  part  of  the  build- 
ing that  was  completed  was  included  in  this  price  of  $3,000,000.  But 
my  point  is  that  after  the  contract  was  made,  how  much  more  was 
required  from  the  Government? 

Mr.  Williams.  I  have  not  the  slightest  idea ;  not  the  remotest. 

The  Chairman.  What  estimate  was  made  on  the  portion  of  the 
building  that  was  already  completed? 

Mr.  Williams.  I  do  not  know  anything  more  than  what  you  see 
in  the  letter  of  Secretary  McAdoo  to"  Senator  Phelan. 

The  Chairman.  Very  well. 

Senator  Fletcher.  You  mean  to  say  you  had  no  interest  in  the  mat- 
ter whatever? 

Mr.  Williams.  Nothing  at  the  time,  and  never  expected  to  have, 
and  would  not  under  any  circumstances  have  had ;  and  when  Winston 
&  Co.,  accompanied,  I  think,  by  their  counsel,  my  brother-in-law, 
called  at  my  office— which  I  think  was  in  the  latter  part  of  1917 — 
and  suggested  the  matter,  I  had  a  talk  with  them,  as  I  would  with 
any  person  coming  with  a  proposition  which  thev  might  desire  to 
submit  to  the  Secretary  of  the  Treasury,  with  a  view  to  ascertaining 
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what  the  situation  was  and  what  their  proposition  was.  I  would 
not  undertake  to  bring  a  matter  before  the  Secretary  of  the  Treas- 
ury unless  it  presented  prima  facie  evidence  of  being  worthy  of  his 
attention,  and  they  discussed  at  the  time  the  cost  of  the  building, 
the  possibilities  of  it,  and  may  have  presented  some  memoranda  in 
regard  to  that. 

As  to  the  details  of  it,  I  do  not  recall.    But  they  did  satisfy  me  that 
the  situation  was  a  meritorious  one  in  view  of  the  great  pressure 
which  there  was  for  office  space  at  that  time.    My  own  office,  the 
Comptroller's  Office,  has  lived  under  very  great  and  serious  disad- 
tages  the  past  several  years  because  of  lacK  of  space.    In  some  of 
our  divisions  there  our  operatives  are  working  with  less  cubic  feet 
than  are  required  by  the  health  regulations,  and  I  have  been  trying, 
as  the  records  show,  for  several  years  to  get  more  and  more  space 
to  accommodate  my  office. 
The  Chairman.  Did  you  not  get  additional  space? 
Mr.  Williams.  We  did  not  get  what  we  need. 
The  Chairman.  That  does  not  answer  my  question.    I  asked  you 
if  vou  had  not  gotten  additional  space. 
Mr.  Williams.  We  got  some  from  time  to  time. 
The  Chairman.  Did  you  get  any  space  in  this  building  ? 
Mr.  Williams.  No;  never. 
The  Chairman.  Proceed. 

Mr.  Williams.  As  I  say,  I  did  no  more  than  I  would  do  with  any 
responsible  individual  who  had  a  business  matter  which  prima  facie 
might  be  of  interest  to  the  Government,  in  introducing  them  to 
Secretary  McAdoo.  I  think  Secretary  McAdoo,  as  a  matter  of  fact, 
knew  my  brother  already,,  but  he  did  not  know  Winston  &  Co. 

In  regard  to  Winston  &  Co.,  I  may  say  that  they  have  done  busi- 
ness in  a  large  way  for  a  great  many  years.  Corporations,  I  think, 
with  which  I  have  been  connected  at  different  times,  have  given  them 
contracts.  I  think  I  recall  that  15  or  20  years  ago,  probably  20 
years  ago,  the  firm  with  which  I  was  formerly  connected  in  Rich- 
mond gave  that  firm  the  contract  for  the  hydraulic  development  of 
the  James  River  at  Richmond,  and  I  had  reason  to  believe  that  they 
were  a  reputable  firm  that  would  deal  in  good  faith,  and  would  carry 
out  in  good  faith  whatever  contracts  they  were  likely  to  enter  into. 
Senator  Gronna.  As  I  understand  it,  Mr.  Williams,  this  transac- 
tion was  closed  and  completed  by  the  Treasury  officials. 

Mr.  Williams.  Unquestionably,  and  I  had  nothing  whatever  to 
do  with  it. 
Senator  Gronna.  And  you  had  nothing  to  do  with  it? 
Mr.  Williams.  Nothing  whatever,  beyond  bringing  it  to  the  at- 
tention of  the  Secretary  of  the  Treasury. 

Senator  Gronna.  I  can  realize  to  some  extent  the  difficulties  that 
these  officials  have,  the  same  as  we  have  as  Members  of  Congress, 
in  being  able  to  use  the  public  money  in  the  way  that  it  ought  to  be 
used.  We  vote  for  appropriations  sometimes  that  perhaps  we  would 
pot  vote  for  if  it  was  our  own  money — and  while  we  are  subject  to  crit- 
icism for  that,  as  long  as  we  do  not  profit  from  it,  as  long  as  no 
Member  of  Congrescs  receives  any  profit  from  it,  we  can  not  be 
condemned  as  being  guilty  of  any  violation  of  law.  We  may  not 
use  the  best  of  judgment.  It  seems  to  me,  though,  that  in  a  tran- 
saction as  large  as  this  one  we  ought  to  have  some  explanation  from 
the  parties  who  were  really  parties  to  the  whole  transaction. 


456  NOMINATION   OF  JOHN  SKELTON   WILLIAMS. 

Mr.  Williams.  Why  not  get  the  Supervising  Architect  of  the 
Treasury  to  explain  it  ? 

Senator  Gronna.  I  did  not  know  which  party  really  was  respon- 
sible for  this  purchase.  Of  course,  I  assume  that  the  Secretary  of 
the  Treasury  is  really  the  official  responsible  for  it. 

Mr.  Williams.  Yes. 

Senator  Gronna.  I  can  see  no  reason  why  we  should  charge  the 
Comptroller  of  the  Currency  with  even  any  irregularity  in  the  pur- 
chase of  this  property,  although  the  price  may  be  too  high. 

Mr.  Williams.  Nor  should  you  credit  him  with  it  if  the  price 
were  too  low. 

Senator  Gronna.  No.  But  as  long  as  these  charges  have  been 
made,  I  think  for  your  own  protection,  Mr.  Williams,  and  for  the 
protection  of  the  good  name  of  all  law-abiding  citizens,  and  espe- 
cially for  the  purpose  of  giving  the  coittmittee  the  benefit,  we  ought 
to  have  a  full  explanation  from  the  Treasury  Department,  from 
those  who  really  closed  this  deal. 

Mr.  Williams.  I  have  not  the  slightest  doubt  but  they  would 
be  cheerful  to  give  it  to  you. 

Senator  Gronna.  We  ought  to  know  whether  there  was  any  com- 
mission paid — that  is,  of  course,  immaterial  so  far  as  you  are  con- 
cerned— to  these  people,  and  what 

Mr.  Williams.  No  commission  was  paid,  as  I  understand  it,  to 
anyone,  Senator. 

Senator  Gronna.  I  take  it  that  Winston  &  Co.  would  not  go  into 
this  big  deal  without  making  something  out  of  it. 

Mr.  Williams.  I  do  not  understand  that  they  paid  any  commis- 
sion to  anyone.  There  was  a  bill  for  legal  services  rendered,  the 
character  of  which  legal  services  has  been  read  to  this  committee 
this  morning. 

Senator  Gronna.  That  is  exactly  the  information  I  would  like  to 
have.  The  information  I  would  like  to  have  is  what  commission 
was  made  out  of  this,  and  what  was  paid  for  legal  services  in  the 
whole  transaction.  We,  of  course,  can  figure  out  what  it  ultimately 
will  cost  the  Government  of  the  United  States.  The  Government  has 
to  foot  the  bills.  There  is  no  question  about  that.  If  the  attorneys 
who  acted  as  attorneys  in  this  transaction,  and  acted  in  the  purchase 
in  a  legitimate  way,  received  no  commission 

Mr.  Williams,  I  do  not  understand  they  received  any  commission. 
They  received  a  fee  for  their  legal  services  rendered,  which  are  de- 
tailed in  that  memorandum  there. 

Senator  Gronna.  Perhaps  I  should  have  said  fee. 

Mr.  Williams.  For  professional  services. 

Senator  Gronna.  For  professional  services. 

Mr.  Williams.  Yes. 

Senator  Gronna.  But,  anyway,  I  think  the  committee  ought  to 
have  that  information,  and  as  one  member  of  this  committee,  I 
would  like  to  have  the  whole  transaction.  I  would  like  to  have  a 
statement  of  it. 

Mr.  Williams.  Yes,  sir. 

Senator  Fletcher.  Mr.  Chairman,  in  that  connection  let  me  say 
that  the  comptroller  has  put  in  the  record  here  the  statement  of 
the  transaction  from  the  Secretary  of  the  Treasury.  That  is  all  in 
the  record.    I  do  not  understand  we  are  concerned  with  inquiring 
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into  that  Arlington  transaction.    I  am  perfectly  willing  to  go  into 
it,  but  I  suggest  that  if  we  want  to  go  into  it,  let  us  take  a  day  off,  afte' 
we  get  to  a  vacation,  and  spend  our  vacation*  in  inquiring  about 
that  sort  of  thing. 

The  Chairman.  No.  Mr.  Williams  is  replying  to  this  published 
statement  that  he  did  get  a  commission. 

Senator  Fletcher.  That  is  perfectly  proper.  But  why  go  into  the 
whole  calculation  as  to  the  Arlington  site? 

Senator  Gronna.  May  I  be  permitted  to  speak  for  myself  as  a 
member  of  this  committee 

Senator  Fletcher.  Allow  me  to  say,  Senator,  I  have  no  objection 
to  doing  that,  but  I  do  not  think  we  ought  now  to  stop  and  go  into 
that.  The  point  I  make  is  that  we  are  here  to  answer  a  specific 
charge  with  reference  to  the  comptroller.  Why  not  let  us  confine 
ourselves  to  that  for  the  present?  If  we  want  to  take  up  the  other 
matter  later,  all  well  and  good.  But  for  the  present  let  us  keep  to 
the  point  at  issue. 

The  Chairman.  You  will  have  to  give  me  credit  for  trying  to  keep 
to  the  point. 

Senator  Fletcher.  I  am  simply  saying,  with  reference  to  Senator 
Gronna's  desire  to  go  into  the  whole  matter,  let  us  postpone  that 
for  the  present,  and  let  us  confine  ourselves  to  this  one  thing. 

Senator  Gronna.  If  the  committee  thinks  it  is  unimportant  I  shall 
find  some  other  way  to  satisfy  myself  with  reference  to  that.  I 
think  that  it  has  some  bearing  upon  this  case.  I  think  that  not  only 
this  committee,  but  every  citizen  of  this  country,  is  entitled  to  know 
how  we  transact  business.  They  are  entitled  to  know  how  Members 
of  Congress  transact  business.  They  are  entitled  to  know  how  these 
public  officials  transact  it. 

Senator  Fletcher.  On  an  inquiry  as  to  the  qualifications  of  the 
Comptroller  of  the  Currency  ? 

Senator  Gronna.  The  public  pays  these  bills.  We  realize  that. 
While  we  are  sitting  here  appropriating  money  by  the  millions  and 
by  the  billions,  assuming  that  we  are  paying  it,  so  far  as  I  am  con- 
cerned, I  am  paying  only  a  very  small  portion  of  it.  The  people 
throughout  the  country  are  paying  for  it. 

Senator  Fletcher.  What  has  that  to  do  with  the  Comptroller  of 
the  Currency  ? 

Senator  Gronna.  It  has  a  lot  to  do  with  it,  because  they  are  respon- 
sible to  the  people  of  this  country,  the  same  as  a  Member  of  Congress 
is  responsible.  If  we  appropriate  money  lavishly  and  foolishly,  the 
public  is  certainly  interested.  The  public  officials  of  this  Govern- 
ment spend  more  money  than  is  necessary  in  building  institutions, 
and  to  carry  on  this  Government,  and  not  only  this  committee  but 
the  public  is  entitled  to  know  it.  This  idea  that  simply  because  a 
man  has  been  elected  to  an  official  position,  or  been  appointed  to  a 
position,  he  is  a  sort  of  a  ruling  power,  does  not  go  very  far  with- 
me.  and  so  far  as  I  am  personally  concerned  I  think  that  it  has  a  lot 
to  do  with  it,  and  it  has  a  bearing  upon  this  case. 

It  has  been  spread  all  over  this  country  that  public  officials,  men 
holding  the  highest  positions  as  officials  in  this  great  Government,, 
are  guilty  of  gross  misconduct.  It  is  due  these  public  officials  that 
the  facts*  should  be  known,  not  only  to  this  committee,  but  to  the 
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people  of  the  entire  country.  I  regard  it  as  a  most  unfortunate  thing, 
especially  at  this  time,  to  have  the  people  of  this  country  feel  that 
their  servants,  so  to  speak,  are  guilty  of  gross  misconduct.  I  shall 
not  insist  on  it,  Senator,  but  I  believe  you  are  mistaken  in  your  con- 
clusions that  this  has  no  bearing  on  this  case. 

Senator  Fletcher.  I  am  not  disposed  to  question  anything  the 
Senator  has  said.  There  is  no  use  indulging  in  a  stump  speech  or 
lecture. 

Senator  Gronna.  It  is  seldom  that  I  make  a  stump  speech,  as  they 
are  generally  made  by  the  Members  who  associate  with  me,  but  I  am 
coming  to  that  age  where  I  believe  from  now  on  I  shall  take  the 
liberty,  when  the  spirit  moves  me?  of  making  a  speech. 

Senator  Fletcher.  I  do  not  object  to  the  Senator  doing  that.  His 
speeches  are  always  verv  interesting.  The  point  I  make  is  that  if 
the  comptroller  had  nothing  to  do  with  this  transaction,  what  bear- 
ing has  it  any  more  on  him  as  an  official  than  it  has  on  the  Secretary 
of  War? 

Senator  Gronna.  I  am  a  layman,  Senator  Fletcher.  You  are  a 
good  lawyer,  I  know  you  are,  and  I  am  only  a  layman.  Certainly 
you  do  not  want  to  take  advantage  of  .me  and  say  this  is  the  way  you 
try  a  lawsuit? 

Senator  Fletcher.  Oh,  no. 

Senator  Gronna.  Of  course  not. 

The  Chairman.  I  think  the  question  of  whether  the  commissions 
were  in  fact  paid  or  not  is  proper,  and  I  assume,  from  what  the  comp- 
troller says,  that  the  matter  was,  in  the  first  instance,  certainly  in 
charge  of  the  Secretary  of  the  Treasury. 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  And  that  he  would  be  able  to  furnish  the  com- 
mittee with  a  statement  as  to  what  the  building  cost. 

Mr.  Williams.  Yes,  sir.  I  suggested  while  you  were  out  that  the 
Siipervising  Architect  might  give  you  the  details. 

The  Chairman.  Will  you  see  that  we  get  a  statement  of  the  final 
cost  of  this  building? 

Mr.  Williams.  I  shall  request  it  from  the  Secretary  of  the 
Treasury. 

Senator  Gronna.  I  have  been  saying  this  for  Mr.  Williams's  sake 
as  much  as  for  my  own. 

Mr.  Williams.  Of  course,  I  want  you  to  understand  I  ask  the 
-closest  scrutiny.  I  do  not  want  any  matter  left  in  a  state  of  doubt. 
I  want  every  point  cleared  up. 

The  Chairman.  With  that  understanding  you  may  proceed,  Mr. 
Williams. 

Senator  Newberry.  May  I  ask  just  one  question? 

The  Chairman.  Certainly. 

Senator  Newberry.  As  I  understand,  no  money  was  ever  spe- 
cifically appropriated  for  this  property  or  for  the  building,  was  it? 

The  Chairman.  I  think  so. 

Senator  Newberry.  Or  was  it  all  paid  out  of  the  emergency  fund? 
I  just  want  to  know  that. 

Mr.  Williams.  There  is  very  little  more  of  Secretary  McAdoo's 
letter  to  Senator  Phelan,  if  I  may  finish  that. 

(Mr.  Williams  thereupon  concluded  reading  the  letter  referred  to.) 

Mr.  Williams.  Now,  Senator  Newberry,  here  is  a  statement  in  a 
letter  dated  March  22, 1918,  from  Secretary  McAdoo  to  the  President, 
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in  regard  to  acquiring  that  site.  I  will  ask  that  it  be  put  in  but  not 
read,  unless  you  desire  it  read. 

The  Chairman.  If  it  is  material. 

Mr.  Whxjams.  It  answers  the  question  Senator  Newberry  asked. 

The  Chairman.  Have  you  read  it? 

Mr.  Williams.  It  is  hers.    I  have  not  read  it  yet. 

The  Chairman.  You  have  never  read  it? 

Mr.  Williams.  I  do  not  know  whether  I  have  read  it  carefully.  I 
know  what  it  is. 

The  Chairman.  Can  you  answer  his  question  as  to  whether  this 
money  was  appropriated  specifically  or  whether  it  was  taken  out  of 
the  emergency  fund  ? 

Mr.  Williams.  This  is  a  request,  as  I  understand  it,  from  Secre- 
tary McAdoo  to  the  President  that  he  acquire,  out  of  the  $1,000,000 
fund,  this  building. 

The  Chairman.  That  answers'the  question.  There  is  no  use  cum- 
bering the  record  with  that  long  letter. 

Mr.  Williams.  I  merely  call  attention  to  it  as  explaining  the  rea- 
sons why  Secretary  McAdoo  requested  the  President  to  acquire  the 
property. 

The  Chairman.  Let  it  go  in,  then,  without  reading,  if  you  want  it. 

Mr.  Williams.  Here  is  a  letter  from  the  House  of  Representatives' 
Committee  on  Rules,  as  follows : 

House  of  Representatives,  United  States, 

Committee  on  Rules, 
Washington,  D.  C,  March  4$  1918. 
Hon.  William  G.  McAdoo, 

Secretary  of  the  Treasury,  Washington,  Z>.  C. 

Dear  Mr.  McAdoo:  The  Intimation  is  being  made  that  a  certain  official  of 
the  Treasury  Department  is  financially  interested  In  the  sale  of  the  Arlington 
property  to  the  Government.  The  intimation  is  not  made  publicly,  and  is  quite 
indefinite  in  form,  nevertheless  the  insinuation  is  being  thrown  out  among 
Members  of  the  House  that  some  official  of  the  Treasury  will  probably  receive 
financial  benefit  if  the  proposed  sale  to  the  Government  is  consummated. 

I  thought  I  ought  to  call  your  attention  to  this  matter.  Of  course,  I  know 
that,  so  far  as  you  are  concerned,  only  the  best  interests  of  the  Government 
prompts  your  action.  And,  because  1  feel  that  the  proposal  covers  no  job,  is 
ubaolutely  clean  In  every  way,  I  do  not  hesitate  to  bring  the  matter  to  your  at- 
tention. 

Cordially,  your  friend,  Edw.  W.  Pou. 

To  which  Secretary  McAdoo  wrote  this  letter,  which,  when  this 
matter  came  up,  I  obtained  from  the  Treasury  files : 

March  4,  1918. 

Dear  Mr.  Pou  :  I  am  just  in  receipt  of  your  letter  of  the  4th  instant,  and 
thank  you  for  it.  I  am  amazed  to  learn  from  your  letter  that  '•  the  intimation 
is  being  made  that  a  certain  official  of  the  Treasury  Department  is  financially 
interested  in  the  sale  of  the  Arlington  property  to  the  Government."  It  is 
needless  for  me  to  say  that  this  is  absolutely  false.  I  should  be  very  glad,  in- 
deed, if  you  could  learn  and  give  me  the  name  of  anybody  connected  with  the 
Treasury  Department  concerning  whom  any  such  intimations  are  being  made. 

I  learn,  upon  inquiry,  that  the  law  firm  of  Williams  &  Mullen,  of  Richmond, 
fa.,  have  for  years  been  the  counsel  for  Winston  &  Co.,  general  contractors, 
which  firm  of  contractors  and  their  associates  are  the  owners  of  the  stock  of 
the  Arlington  Co.,  which  owns  the  site  and  is  erecting  the  so-called  Arlington 
Building. 

The  Mr.  Williams,  of  the  law  firm  of  Williams  &  Mullen,  Is  a  brother-in-law 
of  Mr.  Williams,  the  Comptroller  of  the  Treausry,  but  I  am  told  that  he  is 
not  and  has  never  had  any  financial  interest  in  the  firm  of  his  clients,  Winston 
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&  Co.,  nor  any  financial  interest  whatever  in  the  Arlington  Co.,  or  any  other 
company  connected  directly  or  indirectly  therewith. 

It  is  needless  for  me  to  say  to  you  that  the  Comptroller  of  the  Currency,  Mr. 
John  Skelton  Williams,  has  no  interest  whatever,  nor  ever  has  had,  in  the 
Arlington  Co.,  nor  with  any  Individual  or  firm  connected  therewith  in  any 
manner,  shape,  or  form.  I  am  advised  that  no  member  of  the  Williams  family 
has  any  interest  whatever  in  the  Arlington  property. 

The  thing  resolves  itself  merely  into  a  question  of  getting  sufficient  space 
to  house  the  activities  of  the  Treasury  Department,  activities  of  such  vital 
importance  to  the  country  that  provision  must  be  made  for  them  without  delay. 
I  know  of  no  way  that  the  essential  office  space  can  he  had  so  quickly  and,  to  my 
mind,  so  advantageously  as  by  the  purchase  of  the  Arlington  Building.  If  any 
other  way  can  be  devised  by  the  Congress  to  meet  the  needs  of  the  Treasury 
Department  as  quickly  and  as  satisfactorily,  or  as  quickly  if  not  as  satisfac- 
torily, I  shall  be  most  happy  to  have  it  done. 

Faithfully,  yours,  W.  G.  McAdoo. 

Hon.  Edward  W.  Pou, 

House  of  Representatives. 

(The  letters  in  the  Congressional  Record  of  May  18,  1918,  are  as 
follows:) 

Treasury  Department, 
(  Washington,  May  13, 191$. 

My  Dear  Senator  :  I  have  your  letter  of  the  2d  instant  regarding  the  Arling- 
ton property  and  am  glad  to  write  you  fully  on  the  subject. 

The  work  of  the  Treasury  Department  has  assumed  such  proportions  that 
the  question  of  suitable  quarters  to  accommodate  the  largely  increased  force 
required  in  the  transaction  of  the  public  business  and  to  care  for  the  valuable 
records  of  the  department  has  become  a  serious  problem. 

Two  bureaus  of  the  department  alone — the  War  Risk  Insurance  and  Internal 
Revenue — require  500,000  square  feet  and  have  been  forced,  owing  to  lack  of 
suitable  buildings,  into  quarters  in  a  large  number  of  rented  buildings  scattered 
all  over  the  city,  which  has  greatly  interfered  with  the  efficiency  of  the  bureaus. 
At  present  the  War  Risk  Insurance  Bureau  is  being  administered  in  11  different 
buildings  in  Washington,  and  the  Internal  Revenue  Bureau  in  10  different 
buildings.  This  is  deplorable  from  the  administrative  standpoint  but  even  a 
more  serious  feature  is  the  fact  that  the  invaluable  and  irreplaceable  records  of 
these  two  bureaus  are  now  stored  in  noflreproof  buildings  and  might  be  destroyed, 
to  say  nothing  of  the  possibility  of  loss  of  human  life  because  of  the  overcrowded 
conditions  under  which  the  employees  are  forced  to  work. 

The  War  Risk  Insurance.  Bureau  is,  charged  with  the  very  important  war  duty 
of  collecting  and  recording  the  data  upon  which  allotments  and  allowances 
are  paid  to  the  dependents  of  our  soldiers  and  sailors  and  of  making  the  neces- 
sary awards,  and  writing  and  mailing  the  monthly  checks  for  their  payment. 
It  is  also  charged  with  the  duty  of  passing  upon  and  paying  compensation 
claims,  representing  more  than  2,000,000  risks,  arising  from  the  death  or 
disability  of  our  soldiers  and  sailors,  and  of  receiving  and  recording  applica- 
tions for  insurance  and  passing  upon  and  paying  claims  arising  from  death 
or  disability  of  those  who  have  taken  out  insurance.  Up  to  date  more  than 
1,900,000  of  these  applications  have  been  received,  representing  more  than 
$16,000,000,000  of  insurance,  a  larger  amount  than  the  total  Insurance  in  force 
upon  the  books  of  the  20  largest  life  insurance  companies  in  the  world  com- 
bined. 

It  is  obvious  that  promptness  and  accuracy  in  the  performance  of  all  of  this 
work  is  essentially  important,  and  also  that  it  Is  of  the  highest  importance 
that  steps  be  taken  that  nothing  be  left  undone  to  preserve  these  records  from 
•  every  possible  hazard  of  loss. 

At  present  3,700  regular  employees  of  this  bureau  are  scattered  in  various 
parts  of  the  city,  none  of  the  buildings  being  adapted  to  the  important  re- 
quirements of  the  work,  and  most  of  them  are  highly  combustible. 

This  separation  of  the  forces  of  the  bureau  has  constituted  the  chief  obstacle 
to  its  efficiency,  and  has  necessarily  resulted  in  delays  and  inaccuracies,  espe- 
cially In  regrettable  delays  In  replying  to  thousands  of  letters  received  daily 
making  inquiries  regarding  matters  pertaining  to  the  work  of  the  bureau.  No 
one  department  or  section  of  this  bureau  can  stand  alone ;  records  and  papers 
have  to  be  moved  by  truck  or  messenger  from  one  building  to  another ;  hundreds 
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of  thousands  of  records  and  cards  have  to  be  transported  almost  daily  between 
the  accounts  section  in  the  Carroll  Institute  to  the  disbursing  office,  Fourteenth 
and  E  Streets;  thousands  of  pieces  of  correspondence  have  to  be  transported 
daily  between  each  and  every  one  of  the  11  different  buildings  in  which  the 
bureau  is  forced  to  operate  for  lack  of  suitable  fireproof  building. 

Largely  similar  conditions  obtain  with  respect  to  the  Internal  Revenue 
Bureau,  the  important  work  of  which  Is  now  compelled  to  be  scattered  in  10 
buildings,  in  addition  to  quarters  which  it  occupies  in  the  Treasury  Building. 

The  activities  of  these  two  bureaus  are  equaled  in  a  large  measure  by  other 
bureaus  of  the  Treasury  which  administer  the  liberty-bond  issue.  It  it  im- 
possible to  describe  the  difficulties  under  which  the  Treasury  is  now  laboring 
in  its  effort  not  only  to  raise  essential  money  through  the  sale  of  liberty  bonds, 
but  to  find  room  for  the  employees  to  work  in  order  to  turn  these  bonds  out 
promptly  and  deliver  them  to  purchasers  throughout  the  country.  The  corridors 
of  the  Treasury  Building,  where  light  and  ventilation  are  poor,  must  be  used 
from  time  to  time  for  this  service.  It  is  an  injustice  to  the  employees  and  a 
reproach  to  the  Government. 

The  Railroad  Administration  will  require  a  large  amount  of  space  in  order 
to  efficiently  manage  the  railroads  of  the  United  States  now  in  the  possession 
and  control  of  the  Government.  The  Interstate  Commerce  Commission  has  been 
good  enough  to  give  me  as  much  space  in  their  building  as  could  be  spared* 
but  it  is  wholly  insufficient  The  Railroad  Administration  is  seriously  hampered 
even  now  for  want  of  space,  and  that  condition  will  grow  more  acute  each  day. 

The  War  Finance  Corporation,  just  being  organized,  must  have  adequate 
space  in  which  to  do  the  important  work  assigned  to  it.  This  work  will  con- 
stantly increase  with  the  progress  of  the  war,  and  room  must  be  provided  for 
that  purpose, 

The  responsibilities  resting  upon  the  Secretary  of  the  Treasury  are  numerous 
and  important,  and  it  adds  enormously  to  his  burdens  if  the  agencies  under  his 
control  are  unnecessarily  scattered.  Efficiency  of  administration  will  be  greatly 
promoted  by  the  consolidation,  as  far  as  practicable,  of  these  great  and  respon- 
sible activities. 

It  will  be  evident  from  this  that  the  providing  lof  adequate  quarters  for  all 
these  activities  is  a  war  emergency  of  the  most  serious  character,  and  it  ap- 
peared much  more  economical  and  much  more  advantageous  to  secure  the  Ar- 
lington property  and  complete  the  building  than  to  erect  temporary  combustible 
structures,  which  would  present  a  large  loss  in  the  end  and  be  wholly  unsatis- 
factory for  the  purpose  In  view.  The  erection  of  a  permanent  building  on  some 
other  site  would  have  involved  great  delay  and  the  loss  of  very  valuable  time 
through  the  razing  of  standing  buildings  and  the  beginning  of  operations. 
Moreover,  the  activities  of  the  Treasury  Department,  even  after  the  restoration 
of  peace,  will  necessitate  the  use  of  the  Arlington  Building  for  a  long  period,  of 
time,  if  not  permanently. 

I  note  the  question  is  asked  why  the  Treasury  Annex  at  the  corner  of  Penn- 
sylvania Avenue  and  Madison  Place  will  not  be  sufficient.  The  construction  of 
that  building  has  commenced  and  the  building  will  be  completed  in  February 
of  next  year,  but  It  will  contain  less  than  100,000  square  feet  of  office  space, 
and  will,  therefore,  not  accommodate  one-half  of  the  Internal-Revenue  Bureau, 
which  alone  requires  250,000  square  feet. 

The  fact  is  that  without  the  prospect  of  having  the  Arlington  Building  soon 
the  situation  would  be  exceedingly  critical.  The  price  paid  for  the  property  is 
reasonable,  and  if  it  were  not  for  the  fact  that  a  considerable  number  of  sub- 
contracts have  been  let  for  the  main  building  and  much  material  fabricated  the 
cost  would  be  considerbly  greater — according  to  an  estimate  made  some  time 
ago  approximately  $4,306,000,  including  site. 

At  the  time  the  Arlington  Building  (Inc.)  made  the  offer  to  the  Treasury 
Department  the  three  stories  below  ground  were  completed,  the  steelwork  of 
the  superstructure  up  to  the  second  story,  80  per  cent  of  the  rest  of  the  steel- 
work fabricated,  and  the  cutting  of  stone  for  the  facing  of  the  building  under 
way.  The  company  at  that  time  submitted  its  subcontracts,  as  far  as  made,  for 
examination  to  the  Office  of  the  Supervising  Architect,  which  regarded  them  as 
reasonable. 

Based  on  these  data,  an  estimate  was  prepared  in  that  office  which  showed  a 
reasonable  price  for  the  complete  building  to  be  $3,122,350.  This  included 
1811.502  for  an  addition  and  $118,751  for  changes  required  by  the  Treasury  De- 
partment, viz,  improvement  in  design  and  strengthening  of  the  floor  construc- 
tion so  as  to  make  it  suitable  for  Treasury  use,  and  changes  incidental  thereto. 
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To  this  must  be  added  $1,000,000  for  the  site,  making  a  total  of  $4,122,350. 
Tabulated,  the  figures  stand  as  follows : 

Main  building $2, 192,007 

Changes 118, 751 

Addition  to  the  building 811, 502 

Site 1, 000, 000 

Total 4, 122, 350 

This  corresponds  very  closely  with  the  proposal,  which  is  for  $4,119,072.  This 
gives  a  rate  per  cubic  foot  of  slightly  over  40  cents.  That  this  is  a  reasonable 
rate  is  shown  by  the  contract  recently  let  for  the  Treasury  Annex. 

The  bids  for  that  building  in  limestone  ranged  from  $1,145,603  to  $1397.565. 
After  making  some  changes,  the  contract  for  the  building,  exclusive  of  tunnel, 
was  let  for  $1,079,952.  Certain  additional  items  will  bring  the  cost  up  to  ap- 
proximately $1,140,000. 

Both  the  Arlington  Building  and  the  Treasury  Annex  are  faced  with  limestone, 
but  the  treatment  of  the  latter  is  more  elaborate,  representing  approximately 
$140,000  in  value.  After  deducting  this,  the  two  buildings  form  a  reasonable 
basis  of  comparison.  The  Treasury  Annex  contains  2,280,000  cubic  feet,  and 
would  cost,  on  the  basis  Just  explained,  $1,000,000.  The  Arlington  Building  con- 
tains 7,690,000  cubic  feet  and  cost  $3,119,072.  The  figures  for  both  buildings  are 
exclusive  of  cost  of  the  site.  The  Treasury  Annex  gives  a  rate  per  cubic  foot 
of  44 J  cents  and  the  Arlington  Building  40$  cents;  or,  differently  expressed, 
the  cost  of  the  Arlington  Building,  computed  at  the  rate  of  44$  cents,  would 
be  $3,372,800,  which  is  $253,728  more  than  the  contract  price.  Of  course,  this 
figure  is 'merely  an  approximation,  but  it  shows  that  if  competitive  bids  for 
the  Arlington  Building  were  taken  now  the  lowest  bid  would  be  considerably 
above  the  actual  contract  price.  The  lower  price  paid  for  the  Arlington  Build- 
ing is  accounted  for  by  the  fact  that  for  the  portion  of  the  building  now  com- 
pleted a  lower  labor  rate  was  paid  than  is  now  obtainable  and  the  further  fact 
that  a  considerable  amount  .of  material  Is  already  fabricated.  Since  the  pur- 
chase of  the  building  by  the  Government  the  cost  of  ordinary  labor  has  ad- 
vanced from  30  to  40  cents  an  hour,  or  an  increase  of  33$  per  cent. 

As  already  stated,  the  proposal  of  the  Arlington  Building  (Inc.)  for  the 
main  building,  addition  thereto,  and  site  is  $4,119,072,  but  in  order  to  have  a 
fund  for  contingencies  and  miscellaneous  expenses,  such  as  the  installation  of 
electric  connections  for  addressographs  and  other  electrically  operated  ma- 
chines, for  shades,  awnings,  etc.,  the  Treasury  Department  requested  an  ap- 
propriation of  $4,200,000,  which  leaves  a  balance  to  be  used  by  the  Treasury 
Department  of  $80,928. 

There  seems  to  be  an  Impression  that  the  department  is  acquiring  only  the 
building  originally  contemplated  by  the  Arlington  Building  (Inc.).  As  a  matter 
of  fact,  It  is  acquiring  two  buildings,  viz,  the  main  building,  which  is  now  in 
course  of  construction,  and  an  addition  thereto  on  I  Street,  which  has  not  yet 
been  commenced.  The  latter  contains  an  area  approximately  one-third  that 
of  the  main  building,  and  the  two  buildings  combined  cover  the  whole  lot  of  1$ 
acres,  leaving  only  such  areas  not  built  upon  as  are  necessary!  for  proper  light 
and  ventilation. 

The  site,  comprising  lots  24  and  25  and  containing  1$  acres,  or  58,080  square 
feet,  with  the  Arlington  Hotel  Building  thereon,  was  sold  in  1912,  as  ascer- 
tained from  the  District  assessor,  for  $1,400,000.  On  January  29,  1914,  the  site 
was  sold  under  forced  sale  for  $850,000.  This  sale,  however,  was  not  consum- 
mated, and  at  an  auction  sale  a  week  later,  viz,  on  February  5,  1914,  the  site 
was  sold  to  the  Arlington  Building  (Inc.)  for  $847,000.  The  expenses  connected 
with  the  sale  brought  the  price  up  to  $858,000. 

When  the  department  was  first  considering  the  acquisition  of  the  property 
in  December,  1917,  and  January,  1918,  it  obtained  three  appraisals  of  the  site 
by  real  estate  experts,  one  of  whom  was  the  District  assessor.  The  three 
valuations  were  as  follows: 

First $1, 257, 745 

Second,  district  assessor 1,042,821 

Third,  $900,000  to  $950,000,  average 925,000 

The  average  of  the  three  valuations  Is  $1,075,188. 

After  obtaining  these  valuations,  the  department  felt  justified  in  allowing 
$1,000,000  as  the  value  of  the  site. 
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The  main  building  covers  approximately  1  acre  and  Is,  in  all,  14  stories  in 
height,  3  of  which  are  below  grade.  The  addition  covers  the  remaining  one- 
third  acre  of  the  site  and  corresponds  in  the  number  of  stories  and  construc- 
tion to  the  main  building.  The  building  has  a  frontage  of  70  feet  on  H  Street, 
351  feet  on  Vermont  Avenue,  and  315  feet  on  I  Street  The  three  stories  .below 
grade  have  floors  designed  for  a  safe  load  of  300  pounds  per  square  foot  and 
are  peculiarly  adapted  for  storing  the  files  of  the  War-Risk  Insurance  and 
Internal-Revenue  Bureaus. 

The  floors  of  the  11  stories  of  the  superstructure  are  designed  to  carry  a 
live  load  of  100  pounds  per  square  foot  for  offices  and  120  pounds  for  corridors* 
The  building  has  a  total  floor  area  of  608,000  square  feet,  of  which  471,000 
square  feet  Is  available  for  offices.  This  is  about  twice  the  office  space  con- 
tained in  the  Treasury  Department  Building. 

The  impression  that  the  building  as  designed  was  unsafe  is  erroneous. 

At  this  time  it  is  not  possible  to  rent  office  space  of  any  considerable  areas  ; 
but  when  obtainable  in  small  areas,  $1.50  per  square  foot  is  not  an  unusual 
price.  In  ordinary  times  90  cents  per  square  foot  is  the  usual  price  for  space 
in  a  modern  office  building  in  a  good  location,  and  half  that  amount  for  filing 
space.  In  the  following  tabulated  comparison  these  figures  have  been  usedr 
and  on  this  basis  show  an  annual  saving  of  $78,390: 

Interest  on  cost  of  investment,  4  per  cent  of  $4,200,000 $168,000' 

Depreciation  and  repairs,  2*  per  cent  on  $3,200,000 80,000 

Operation,  27  cents  per  square  foot  gross  floor  area 164, 160 

412, 160 


Rental  charges,  including  operating  expenses,  for  a  building  of  similar 
construction  tfnd  equally  well  located  would  not  be  less  than — 
471,000  square  feet  gross  area  of  superstructure,  at  90  cents  per 

square  foot 423, 90O 

137,000  square  feet  for  files  and  storage,  at  45  cents  per  square 
foot 61,650- 

485, 550 
Deduct 412,160 

Annual  saving 73, 390 

Applying  the  rental  basis  to  all  the  available  space  in  the  Arlington  Building,, 
the  rate  is  67f  cents  per  square  foot. 
If  you  desire  any  additional  information,  I  shall  be  glad  to  furnish  it. 
With  best  wishes,  I  am,  sincerely,  yours, 

W.  G.  McAdoo,  Secretary, 
Hon.  James  D.  Phelan, 

United  States  Senate. 

I  inclose  copy  of  my  letter  to  the  President  on  the  subject  of  the  Arlington 
Building,  dated  March  22,  1918. 

March  22,  1918. 

Deab  Mb.  President:  You  were  good  enough  to  approve  on  February  12  ant 
estimate  which  was  promptly  submitted  to  the  Congress  for  the  purchase  by 
the  Treasury  Department  of  the  Arlington  Building,  now  under  construction,, 
involving  a  cost,  including  the  proposed  annex  to  it  and  such  changes  and  modi- 
fications as  will  make  it  suitable  for  Treasury  needs,  of  $4,200,000.  A  bill  was 
promptly  introduced  in  the  House,  was  reported  favorably  by  the  Committee  oa 
Public  Buildings  and  Grounds,  and  is  now  pending.  I  am  hopeful  of  early 
action  by  the  House,  but  the  calendar  is  somewhat  crowded  with  other  inipor- 
tout  matters,  and  I  do  not  know  when  this  bill  will  be  reached,  and  even  after 
it  has  passed  the  House  it  must  pass  the  Senate.  How  much  time  this  will 
require  I  do  not  know.  I  am  sure  that  there  is  every  disposition  on  the  part 
of  the  House  and  the  Senate  to  expedite  consideration  of  this  matter,  but  at 
best  it  will  take  considerable  time. 

The  situation  in  the  Treasury  Department  is  so  exigent  that  I  am  deeply 
concerned  about  its  ability  to  perform  the  vital  work  now  required  of  it  in  the 
Public  Interest  unless  immediate  measures  are  taken  to  provide  the  amount 
of  office  space  imperatively  demanded.    It  is  not  only  a  question  of  amount  of 
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fipace,  but  also  of  the  time  within  which  it  can  be  obtained.  It  is  equally  impor- 
tant that  this  space  should  be  as  far  as  practicable  under  one  roof  in  order  that 
■efficiency  and  speed  in  the  administration  of  important  functions  of  the  depart- 
ment may  be  secured.  Not  alone  that,  but  the  building  should  be  fireproof  in 
order  that  Invaluable  records,  especially  those  in  connection  with  the  adminis- 
tration of  the  War  Risk  Insurance  and  Internal  Revenue  Bureaus  may  not  be 
imperiled  by  fire. 

The  Arlington  Building  is  partly  constructed.  It  will  have  sufficient  space  to 
fill  the  imperative  needs  of  the  Treasury,  and  if  taken  hold  of  immediately  by 
the  Government,  can  be  pushed  to  prompt  completion.  If  taken  hold  of  now,  it 
-can  also  be  constructed  with  reference  to  the  Treasury's  particular  require- 
ments, and  in  addition  to  that  the  exterior  treatment  of  the  building  can  be 
greatly  improved  without  large  additional  cost  so  as  to  make  it  far  more  attrac- 
tive architecturally  than  the  building  as  now  designed. 

As  you  know,  the  War  Risk  Insurance  Bureau  is  now  taking  care  of  the 
dependent  families  of  our  soldiers  and  sailors  who  are  at  the  front,  is  admin- 
istering over  $12,000,000,000  of  insurance  on  the  lives  of  our  soldiers  and  sailors, 
and  is  performing  the  most  prodigous  task  of  its  kind  ever  undertaken  by  any 
Government.  This  work  is  rapidly  increasing,  mid  of  necessity  must  continue  to 
Increase  with  the  growing  list  of  killed  and  wounded  and  with  the  enlargement 
•of  the  Army  and  Navy  which  must  come  with  the  progress  of  the  war.  The 
Internal  Revenue  Bureau  must  continue  to  grow  as  the  war  proceeds  in  order 
to  administer  successfully  the  additional  duties  which  will  have  to  be  imposed 
upon  it.  These  two  activities  alone  require  more  than  500,000  square  feet  of 
.space  in  addition  to  the  96,000  square  feet  to  be  provided  by  the  Treasury 
Annex  soon  to  be  erected  on  the  corner  of  Pennsylvania  Avenue  and  Madisou 
Place.  At  preesnt  the  War  Risk  Insurance  Bureau  is  being  administered  in 
eight  different  buildings  in  Washington,  the  Internal  Revenue  in  10  different 
buildings.  The  inefficiency,  delay,  and  unnecessary  expense  resulting  from  this 
scattering  of  the  activities  of  these  important  bureaus  are  greater  than  I  can 
describe.  It  is  extremely  hurtful  to  the  public  interest.  In  fact,  it  works  an 
Injustice  to  the  dependents  of  our  soldiers  and  sailors  and  to  our  soldiers  and 
sailors  themselves,  when  the  functions  of  the  War  Risk  Bureau  are  made  in- 
-efficient  because  of  inadequate  office  space  In  which  to  do  the  necessary  work. 

Not  the  least  serious  feature  of  this  situation  is  the  fact  that  the  invaluable 
and  irreplaceable  records  of  the  War  Risk  Insurance  Bureau  and  of  the  In- 
ternal Revenue  Bureau  are  now  in  considerable  part  stored  in  nonflreproof 
buildings  and  might  be  destroyed,  to  say  nothing  of  the  possibilities  of  loss  of 
human  life  from  overcrowding  in  such  buildings  and  the  insanitary  conditions 
under  which  the  employees  are  now  forced  to  work. 

The  activities  of  these  two  important  bureaus  are  equalled  in  large  measure 
by  other  bureaus  of  the  Treasury  which  administer  the  liberty-bond  Issues. 
It  is  impossible  to  describe  the  difficulties  under  which  the  Treasury  is  now 
laboring  in  Its  efforts  not  only  to  raise  essential  money  through  the  sale  of 
Liberty  bonds  but  to  find  room  for  the  employees  to  work  in  order  to  turn  these 
J)f>pJs  out  promptly  and  deliver  them  to  purchasers  throughout  the  country.  The 
ooi  rldors  of  the  Treasury  Building,  where  light  and  ventilation  are  poor,  must 
I)e  used  from  time  to  time  for  this  service.  It  is  an  injustice  to  the  employees 
und  a  reproach  to  the  Government. 

The  Railroad  Administration  will  require  a  large  amount  of  space  In  order 
to  efficiently  manage  the  railroads  of  the  United  States  now  in  the  possession 
and  controi  of  the  Government.  The  Interstate  Commerce  Commission  has 
been  good  enough  to  give  me  as  much  space  in  their  building  as  could  be 
spared,  but  it  is  wholly  Insufficient.  The  Railroad  Administration  is  seriously 
hampered  even  now  for  want  of  space,  and  that  condition  will  grow  more  acute 
«ach  day. 

The  War  Finance  Corporation,  which  will  spring  into  existence  as  soon  as 
the  pending  law  is  enacted  and  receives  your  approval,  must  have  adequate 
*pace  in  which  to  do  the  important  work  assigned  to  it.  This  work  will  con- 
stantly increase  with  the  progress  of  the  war,  and  room  must  be  provided 
for  that  purpose. 

The  responsibilities  resting  upon  the  Secretary  of  the  Treasury  are  so 
numerous  and  important  that  it  adds  enormously  to  his  burdens  if  the  agen- 
cies under  his  control  are  unnecessarily  scattered.  Efficiency  of  administration 
will  be  greatly  promoted  by  the  consolidation,  as  far  as  practicable,  of  these 
•great  and  responsible  activities. 
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This  is  a  war  emergency  of  the  most  serious  character.  I  can  not  over- 
state it  Every  day  of  delay  is  aggravating  the  problem  and  imperiling  the 
public  interest.  In  these  circumstances  I  am  moved  to  beg  you  to  allot  to 
the  Treasury  $4,200,000  out  of  the  war  emergency  fund  in  your  control,  with 
authority  to  expend  so  much  of  it  as  may  be  necessary  in  the  purchase  of 
the  Arlington  property  and  the  completion  of  the  building  now  under  con- 
struction and  in  the  erection  of  the  proposed  annex  thereto.  This  will  enable 
the  Treasury  to  get  back  of  the  contractor  and  expedite  the  work  greatly. 
If  the  Treasury  can  take  possession  of  this  property  immediately,  it  will  be 
possible  to  complete  a  large  part  of  the  building  and  have  it  ready  for  occu- 
pancy in  the  early  fall. 

If  you  will  grant  this  request,  the  war  emergency  fund  may  be  reimbursed 
when  the  Congress  passes  the  pending  bill  for  the  purchase  of  the  Arlington 
property.  I  am  most  reluctant  to  make  this  request,  but  the  situation  Is  so 
exigent  that  I  would  be  derelict  in  my  duty  if  I  did  not  do  so. 

I  inclose  a  list  of  the  18  different  buildings,  together  with-  a  map,  upon  which 
is  indicated  their  location  in  the  city  of  Washington,  from  which  you  can  see 
how  widely  the  business  of  these  two  bureaus  of  the  Treasury  is  now  scattered. 

It  is  far  more  economical  and  far  more  advantageous  to  the  Government  to 
buy  the  Arlington  property  and  complete  the  building  than  to  erect  temporary 
combustible  structures,  which  would  represent  a  large  loss  In  the  end  and  be 
wholly  unsatisfactory  for  the  purposes  in  view.  Moreover,  the  activities  of  the 
Treasury  Department,  even  after  the  restoration  of  peace,  will  necessitate  the 
use  of  the  Arlington  Building  for  a  long  period  of  time,  If  not  permanently. 

There  is  no  other  opportunity  in  Washington  which  will  meet  the  Treasury's 
imperative  need  within  a  reasonable  time,  or  at  all,  so  far  as  I  have  been 
able  to  discover. 

With  the  earnest  hope  that  this  request  may  receive  your  prompt  and  favor- 
able consideration,  I  am, 

Faithfully,  yours,  W.  G.  McAooo. 

The  President, 

The  White  House. 

Inclosure. 

[Copy.] 

May  14,  1918. 
Note. — When  this  letter  was  written  the  War-Risk  Insurance  and  the  In- 
ternal-Revenue Bureaus  occupied  18  buildings ;  they  now  occupy  21. 

Mr.  McAdoo  and  I  were  amazed  and  disgusted,  I  may  say,  also, 
some  15  months  ago  to  hear  accidentally  that  some  such  stories  as 
those  were  being  mulled  around  or  whispered  around  the  Capitol, 
and  we  tried  at  once  to  reach  the  sources  of  those  stories,  but  were 
unsuccessful.  As  soon  as  we  heard  them  Secretary  McAdoo  wrote 
that  letter  to  Congressman  Pou,  who  was  then  chairman  of  the  Com- 
mittee on  Rules.  He  was  naturally  extremely  indignant  that  any 
such  insinuation  should  have  been  made  at  this  or  any  other  time. 

Now,  gentlemen,  I  have  tried  to  make  my  statement  as  explicit 
and  as  unqualified  as  I  could  and  to  express  my  deep  indignation 
that  any  Member  of  Congress  should  have  dared  to  make  an  insinua- 
tion of  that  sort  for  which  he  has  not  the  slightest  ground  or  founda- 
tion, and  then  when  invited  to  come  here  to  face  me  this  morning 
and  to  make  his  complaint,  should  have  kept  away. 

I  can  not  help  feeling  a  little  indignant  about  it,  and  if  I  am  too 
TFarm  in  discussing  it  I  hope  you  willexcuse  me. 

Mr.  Chairman,  1  think,  as  far  as  I  know,  that  that  covers  this 
particular  case  except  that  I  will  get  you  the  information  you  have 
asked  for. 

The  Chairman.  Does  any  member  of  the  committee  desire  to 
ask  Mr.  Williams  any  further  questions?  If  not,  do  you  want  to  go 
on  to  another  point  ? 
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Mr.  Williams.  I  should  like  very  much  to  have  Mr.  Jones  get 
that  matter  here  this  morning 

The  Chairman.  I  think  Mr.  Jones  is  waiting  to  read  the  testi- 
mony. I  know  he  has  not  had  an  opportunity  to  read  it  yet,  as  he 
told  me.  I  asked  him  a  few  minutes  ago,  and  he  said  he  had  not  yet 
had  an  opportunity  to  read  it.  I  think  it  will  save  time  to  let  him 
read  it. 

Mr.  Williams.  All  right,  sir. 

The  Chairman.  If  you  have  any  other  point  that  you  wish  to 
bring  to  the  attention  of  the  committee  now,  you  may  do  so. 

Mr.  Williams.  I  have  not  at  this  time. 

The  Chairman.  We  will  take  a  recess  until  2  o'clock. 

(Whereupon,  at  11.25  o'clock  a.  m.,  the  committee  took  a  recess 
until  2  o'clock  p.  m. 

AFTERNOON  SESSION. 

The  committee  reconvened,  at  the  expiration  of  the  recess,  at  2.10 
o'clock  p.  m. 

STATEMENT  OF  H01T.  JOHN  SKELTON  WILLIAMS— Resumed. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  while  we  are  waiting 
for  the  next  witness,  Mr.  Jones,  I  ask  your  attention  for  a  short 
while  to  the  testimony  given  here  in  regard  to  the  Red  Cross  de- 

fosits  and  the  Shipping  Board  deposits,  by  Messrs.  Hogan  and  Poole, 
submitted  several  days  ago  letters  from  the  assistant  treasurer  of 
the  Red  Cross  showing  the  injustice  and  incorrectness  of  the  state- 
ments which  had  been  made  in  regard  to  those  particular  deposits 
by  Messrs.  Hogan  and  Poole,  and  I  now  ask  your  attention  to  certain 
matters  in  that  connection. 

On  page  159  of  the  printed  hearings  the  witness  Hogan  said : 

While  Mr.  Poole  was  giving  this  tremendous  time  and  attention  to  this 
splendid  public  work,  it  was  obvious  to  him  and  to  the  directors  of  his  bank 
that  the  bank  was  not  getting  anything  like  a  fair  share  of  consideration  in  con- 
nection with  the  largest  line  of  deposits  in  the  District  of  Columbia — the  Gov- 
ment  deposits. 

As  to  the  general  Government  deposits  I  will  speak  in  a  few  mo- 
ments.   The  same  paragraph  continues : 

Mr.  Poole  applied  to  the  Red  Cross 

It  seems  clear  that  what  Mr.  Poole  applied  for  was  for  Red  Cross 
deposits.  I  do  not  think  we  can  draw  any  other  conclusion  from  the 
context  than  that  he  applied  to  the  Red  Cross  for  deposits.  The  line/ 
does  on : 

And  he  learned  there — 

That  is  to  say,  at  the  Red  Cross  office — 


that  John  Skelton  Williams,  who  had  never  let  go,  as  I  understand,  as  treasurer 
of  the  Red  Cross,  had  indicated  the  Commercial  National  Bank,  a  pet  of  his 
since  he  went  into  office,  to  get  a  line  of  something  over  over  $400,000  of  Red 
Cross  deposits,  though  the  officials  of  the  Red  Cross  at  that  time  in  charge  of 
that  particular  deposit 

Evidently  some  deposit  to  which  he  refers,  of  $400,000  or  there- 
abouts— 

desired  to  place  it  in  the  Federal  National  Bank. 
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It  appears  that  that  was  the  deposit  that  he  applied  for. 

I  ask  your  attention  in  that  connection  to  page  29  of  the  type- 
written edition  of  the  hearings  of  Monday,  July  14,  where  Mr.  Poole 
states  very  expressly : 

I  wanted  that  understood,  that  at  no  time  did  I  solicit  the  account  from  the 
American  Red  Cross,  nor  would  I  have  done  it,  being  one  of  its  officers,  a  mem- 
ber of  its  finance  committee,  and  chairman  of  its  second  Red  Gross  war  fund 
of  the  Potomac  Division. 

Gentlemen,  those  statements  are  in  direct  conflict,  and  I  respect- 
fully leave  it  to  you  to  determine  which  of  those  gentlemen  is  using 
the  truth  with  penurious  frugality, 

u  I  wanted  that  understood,  that  at  no  time  did  I  solicit  the  ac- 
count from  the  American  Bed  Cross,"  says  Mr.  Poole.  Mr.  Hogan 
savs, "  Mr.  Poole  applied  to  the  Red  Cross." 

It  appears  also  pretty  clear,  from  what  I  will  now  present  to  you, 
that  Mr.  Poole's  applications  to  the  Red  Cross  were  not  fruitless.  I 
submitted  a  few  days  ago  a  letter  from  the  assistant  treasurer  of  the 
Red  Cross  giving  the  balances  carried  with  the  Federal  National 
Bank  during  a  period  of  months  by  one  of  the  Red  Cross  accounts.  I 
wrote  a  letter  to  the  Red  Cross  after  the  hearing  and  asked  them 
please  to  give  me  a  statement  from  their  own  books  of  any  Red  Cross 
deposits  that  they  happened  to  have  had  by  months,  from  November, 
1917,  to  the  time  when  Mr.  Poole  states  that  he  called  upon  me  and 
he  was  given  to  understand  that  he  could  expect  no  consideration  of 
any  sort  in  the  way  of  deposits  with  which  I  had  any  connection  of 
any  sort  or  which  I  could  influence.  The  statements  of  Mr.  Poole's 
bank  show  five  Red  Cross  accounts,  one  apparently  which  he  has  had 
since  November,  1917,  or  prior  thereto — it  begins  that  year  in  this 
statement — and  continuing  to  the  present  time,  practically  a  com- 
paratively small  account.  In  November  it  had  a  balance  of  $6,000,  in 
December  $5,000,  and  at  the  present  time  a  few  hundred. 

The  Chairman.  Read  the  amounts,  please. 

Mr.  Williams.  Each  month  ? 

The  Chairman.  Whatever  times  you  are  calling  the  attention  of 
the  committee  to. 

Mr.  Williams.  I  read  November,  1917,  $6,000,  and  the  following 
month,  $5,000.  Shall  I  read  the  following  months — the  succeeding 
months? 

The  Chairman.  Yes. 

Mr.  Williams  : 


1918 


January $7,000 

February 3,000 

March 2,500 

April 2,000 

May 500 

June 350 

July 350 

August 300 

September 275 

October 275 


1918— Continued. 

November $275 

December 275 

1919: 

January 225 

February 205 

March 200 

April 200 

May 200 

June 200 

July 200 


That  was  an  account  called  u  War  fund." 
The  Chairman.  What  was  that  called  ? 

Mr.  Williams.  Apparently  "War  fund."    I  do  not  know  what 
it  meant. 
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The  Chairman.  I  thought  vou  were  referring  to  Red  Cross  funds. 
.  Mr.  Williams.  This  was  Ked  Cross,  the  "  fied  Cross,"  with  the 
words  "  war  fund  "  after  that. 

Here  is  another  account,  apparently  opened  in  January,  1918. 
about  a  month  after  his  call  at  my  office.  The  average  balance  in 
January  appears  to  have  been  about  $5,000. 


1918: 

February $30,000 

March 57, 000 

.     April 70, 000 

May 45,000 

June 30,000 

July 50,000 

August 50, 000 

September 45,  000 

October 25,000 


1918— Continued. 

November ___  $30,000 

December 20,000 

1919: 

January 30,000 

February 40, 000 

March 30, 000 

April 60, 000 

May 20,000 

June 10,000 


Here  is  another  account,  "  Foreign  No.  1."  That  is  the  Cutler 
account,  I  think,  referred  to  by  Mr.  Byrd — one  of  them.  That 
account  shows : 


1918: 

February $4, 600 

March 8, 000 

*     April 14*000 

May 22, 000 

June 8, 000 

July 10, 000 

August 8, 000 

September 30,000 

October 40, 000 


November 7,000 

December 5, 000 

1919 : 

January 11,0001 

February 12, 000 

March 25, 000 

April , 15,  (DO 

May 15, 000 

June 12, 000 

July 10,000 


Here  is  another  account,  "  Red  Cross,  Foreign  No.  2." 


1917— December $29,000 

1918: 

January 3, 500 

February 4, 000 

March 500 

April 700 

May 3.700 

June 4,  000 

July 8, 000 

August 8,600 

September 6,000 


October 16,000 

November 20,000 

December 17, 000 

1919  : 

January 16, 000 

February 13,000 

March 17,000 

April 15,000 

May „  17,000 

June 17, 000 

July  10 21,000 


Senator  Gronna.  Are  those  monthly  balances! 

Mr.  Williams.  I  think  those  are  the  average  balances  for  those 
months.  Here  are  the  original  letters  from  the  Federal  National 
Bank,  with  the  different  accounts  drawn  off  on  that  table  for  con- 
venience. 

The  Chairman.  Down  to  what  period  does  that  come  ? 

Mr.  Williams.  July  10.  the  day  of  his  testimony. 

The  Chairman.  Does  tnat  include  March  13,  1918? 

Mr.  Williams.  Yes,  sir.  It  does  not  include  the  large  balances 
which  were  taken  in  one  day  and  taken  out  the  other,  apparently, 
according  to  the  record. 

Senator  Gronna.  Have  you  the  statement  of  the  Commercial  Na- 
tional Bank,  Mr.  Williams  ?  I  ask  that  question  because  I  find  in 
Mr.  Hogan's  testimony  this  statement — you  read  part  of  it : 

Mr.  Poole  applied  to  the  Red  Cross,  and  he  learned  there  that  John  Skelton 
Williams,  who  had  never  let  go,  as  I  understand,  as  treasurer  of  the  Red  Cross, 
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ha<l  indicated  the  Commercial  National  Bank,  a  pet  of  his  since  he  went  into 
office,  to  get  a  line  of  something  over  $400,000. 

Mr.  Williams.  I  will  state  here  and  now  that  no  such  suggestion 
had  even  been  made  to  me.  I  never  knew  of  it.  I  never  knew  of  the 
incident  relating  to  the  transfer  of  the  deposits  from  the  American 
Security  &  Trust  Co.  to  the  Federal  National  Bank  until  the  testi- 
mony was  given  here  by  Mr.  Hogan,  and  I  called  Mr.  Byrd  on  the 
telephone.  There  was  no  such  discussion.  That  particular  fund  he 
refers  to  there  as  a  special  fund  was  the  fund  for  which  Mr.  Henry 
White  was  treasurer.  He  had  the  account,  as  the  evidence  shows,  in 
the  American  Security  &  Trust  Co.,  transferred  it  one  day  to  the 
Federal  National  Bank,  and  it  was  discovered  that  it  was  an  error 
and  it  was  transferred  immediately  back  to  the  same  company  which 
had  it  originally.  There  was  never  at  any  time  any  discussion  or 
any  reference  or  information  or  suggestion,  as  far  as  I  know  or 
befieve.  that  that  account  should  ever  be  taken  to  the  Commercial 
National  Bank  or  to  any  other  bank.  Mr.  Byrd  has  explained  that 
the  heads  of  the  divisions  of  the  Red  Cross  were  given  the  privilege 
of  nominating  the  depositary  for  each  division.  Those  14  divisions 
did  nominate  their  banks,  and  looking  over  the  list,  they  seemed  to  be 
solvent  and  responsible  banks,  and  in  no  case  did  I  make  or  suggest 
a  change. 

Senator  Gronna.  My  question  was — if  you  do  not  happen  to  have 
it,  of  course,  I  will  not  ask  for  it,  unless  you  happen  to  have  it 
here — how  the  deposits  in  the  Commercial  National  Bank  compare 
with  those. 

Mr.  Williams.  I  have  not  that  statement.  I  can  give  it  to  you  if 
you  desire  it.  But  I  just  want  to  make  that  plain,  that  there  was  no 
foundation  for  the  intimation  that  anyone  had  thought  of  suggesting 
a  change  from  the  American  Security  &  Trust  Co.,  Mr.  White's 
depositary,  to  any  other  bank,  except  to  the  Federal,  where  it  was 
put  one  day  and  taken  out  immediately. 

Senator  Gronna.  What  would  be  your  idea  with  reference  to  the 
amounts  in  the  Commercial  National  Bank  ?  Are  the  deposits  larger 
in  the  Commercial  National  Bank,  during  that  period  of  time,  or 
are  they  smaller  ? 

Mr.  Williams.  I  should  be  very  glad  to  look  that  up  and  let  you 
know.   I  know  they  are  very  much  less  than  many  other  depositaries. 

Senator  Calder.  Is  it  possible  for  you  to  submit  to  the  committee 
a  statement  of  the  Government  deposits  and  Red  Cross  deposits  in 
the  several  banks  in  the  city  of  Washington? 

Mr.  Williams.  Certainly. 

Senator  Cau>er.  Government  deposits  of  every  character? 

Mr.  Williams.  Yes.  Of  course,  the  Red  Cross  deposits  are  not 
Government  deposits. 

Senator  Calder.  I  understand. 

Mr.  Williams.  As  to  Mr.  Hogan's  further  statements,  he  says, 
referring  to  the  deposits : 

He  got  it  out  of  the  Federal,  and  I  am  going  to  show  to  you  that  he  did  it 
because  the  Federal  had  the  temerity  to  have  my  name  on  its  directorate. 

That  statement  is  wholly  untrue.  I  do  not  know  whether  it  is 
worth  while  for  me  to  enlarge  upon  it.    It  is  simply  one  of  many. 
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The  Chairman.  That  you  objected  to  putting 

Mr.  Williasis  (reading) : 

He  got  It  out  of  the  Federal,  and  I  am  going  to  show  you  that  he  did  It 

That  is  to  say,  that  I  got  those  deposits  out  of  the  Federal 
Bank 

because  the  Federal  had  the  temerity  to  have  my  name  on  its  directorate. 

The  Chairman.  Mr.  Williams,  I  do  not  happen  to  have  the  page  of 
the  testimony  now  before  me  but  the  coincidence  was  rather  a  strong 
one,  and  I  asked  Mr.  Poole  if  he  had  any  doubt  as  to  the  moving 
cause,  and  he  said,  "  Yes,  I  have  doubt,"  very  frankly.  He  said,  "  I 
do  not  know.  Under  the  circumstances,  that  is  my  guess."  That 
being  so,  it  does  not  seem  to  me  as  thqugh  it  were  worth  while  to 
waste  a  good  deal  of  time  over  that  point.  Mr.  Poole  did  not  accuse 
you.  He  stated  the  facts,  and  I  asked  him  if  he  had  any  doubt  as  to 
your  responsibility,  and  he  said  yes. 

Senator  Newberry.  Page  188  of  the  printed  testimony. 

The  Chairman.  I  think  my  quotation  of  it  is  substantially  correct, 
Senator  Newberry. 

Mr.  Williams.  May  I  explain?  That  is  one  respect  in  which  the 
testimony  of  these  witnesses  is  contradictory,  not  only  as  to  each 
other  but  as  to  themselves.  Mr.  Poole  on  page  2  of  the  typewritten 
statement  of  Monday,  July  14,  says : 

Mr.  Hogan  has  said  that  the  Federal  National  Bank,  of  which  I  am  president, 
has  been  discriminated  against  by  Mr.  Williams  in  the  matter  of  receiving  cer- 
tain deposits,  and  that  this  was  due  to  the  fact  that  he,  Mr.  Hogan,  was  one 
of  our  directors. 

Here  is  an  unequivocal  statement: 

Those  statements  are  true,  and  I  will  explain  briefly. 

The  Chairman.  Mr.  Poole  did  say,  and  repeated  it — I  am  quoting 
now  from  page  183 : 

I  am  telling  you,  however,  that  Mr.  Williams  positively,  to  me,  refused  to 
approve  our  bank  for  this  business.  Of  that  there  is  no  doubt.  We  got  the 
business,  not  because  of  Mr.  Williams's  willingness  to  approve  us,  but  only  be- 
cause somebody  apparently  went  beyond  him  and  put  it  in  there  anyhow. 

Mr.  Williams.  As  I  say,  here  is  a  statement  charging  me  with  dis- 
crimination. 

The  Chairman.  What  have  you  to  say  to  that  statement  of  Mr. 
Poole? 

Mr.  Williams.  I  say  that  to  imply  directly  or  indirectly  that  I  was 
responsible  therefor  is  untrue. 

The  Chairman.  How  about  the  Fleet  Corporation  money? 

Mr.  Williams.  I  am  coming  to  that  in  a  few  minutes.  I  will  just 
try  to  dispose  of  the  Bed  Cross  first. 

The  Chairman.  Mr.  Hogan's  statement  was  hearsay,  conversations 
he  had  had  with  Mr.  Poole,  and  he  suggested  at  the  time,  "  You  call 
Mr.  Poole,  and  he  will  give  you  the  actual  facts."  I  do  not  think, 
if  I  were  you,  I  would  waste  very  much  time  on  those  little  differ- 
ences, because  Mr.  Poole  was  the  man  who  knew,  and  he  has  given 
his  testimony.  It  does  not  seem  to  me  that  there  is  any  very  great 
controversy  between  you  and  Mr.  Poole  with  regard  to  the  Red  Cross 
funds.    He  stated  the  facts. 
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Mr.  Williams.  I  have  shown  you  that,  so  far  from  his  having  been 
discriminated  against,  he  was  the  beneficiary  of  four  or  five  ac- 
counts, according  to  the  statements  which  his  own  bank  has  sent  in. 
And  that  does  not  indicate  discrimination,  going  back  to  November, 
1917,  the  time  at  which  he  had  the  talk  with  me. 

Mr.  Hogan  continues: 

Shortly  thereafter,  it  was  well  known  in  this  community  that  the  Emergency 
Fleet  Corporation  had  millions  of  dollars  to  deposit  here,  and  to  distribute  in 
various  banks.  Mr.  Poole  learned,  informally,  that  one  of  the  depositaries  that 
the  disbursing  officials  of  the  Emergency  Fleet  Corporation  desired  to  make  de- 
posit in  was  the  Federal  National  Bank.  Mr.  Williams,  who  tells  you  he  has 
no  control  over  public  funds,  holds  that  control  this  way :  Since  he  has  been 
comptroller,  any  public  official  who  has  the  depositing  of  public  funds  must  sub- 
mit to  him  the  bank,  or  a  list  of  the  banks,  that  he  recommends  depositing  in, 
under  the  guise  of  knowing  the  condition  of  the  bank. 

That  statement  is  wholly  incorrect.  There  is  no  such  requirement 
of  any  department  of  the  Government. 

The  Chairman.  As  a  matter  of  fact,  you  did  have  something  to  do 
with  recommending  the  depositaries,  did  you  not? 

Mr.  Williams.  Indirectly.  I  will  show  you  exactly  what  I  did 
hove,  if  anything,  to  do  with  that.  But  there  was  no  provision  that 
any  of  the  funds  must  submit  lists  of  banks  to  me.  If  any  division  of 
the  Government,  any  commission,  should  submit  a  list  of  banks,  and 
a.sk  as  to  the  solvency  or  condition  of  those  banks,  they  would  be  in- 
formed tactfully  and  properly  of  conditions.  If  a  bank  was  in  a 
shakey  condition  which  did  not  justify  their  being  made  the  deposi- 
tary for  Government  or  quasi-Government  deposits,  the  suggestion 
would  be  made  that  they  had  perhaps  better  select  some  other  bank 
in  that  citv. 

In  that  connection  I  will  state  that  during  the  Red  Cross  campaigns 
the  funds  as  collected  throughout  the  country  were  deposited  in  a 
great  many  places,  in  a  great  many  banks,  and  the  War  Council  or 
the  "  War  fund  "  not  being  informed  as  to  the  character  and  standing 
of  these  hundreds  of  depositaries,  on  one  or  two  occasions  submitted 
to  me  a  list  of  the  banks  where  they  had  their  funds.  I  referred  it 
to  the  examining  division,  so  that  they  might  look  over  the  list  and 
suggest  that  deposits  be  reduced  or  removed  from  those  banks  which 
were  on  the  doubtful  or  special  list  because  of  their  unsatisfactory 
condition. 

That  I  regard  as  a  duty  and  that  was  done.  But  before  that  was 
done,  however,  there  were  two  or  three  cases  where  the  State  banks 
in  which  the  Red  Cross  authorities  had  deposited  their  funds  failed, 
and  tied  up  for  a  while — I  do  not  know  what  the  ultimate  losses 
were — in  two  or  three  cases  the  deposits  which  were  in  those  particu- 
lar banks.  Therefore,  it  is  a  reasonable  and  rational  thing  to  do 
to  become  posted  as  to  the  general  standing  of  a  bank  proposed  for 
a  depositary.  But  there  was  no  such  requirement  as  that,  nor  are  my 
recommendations  or  suggestions  or  data  compulsory  upon  those  mak- 
ing inquiry. 

Afr.  Hogan  goes  on  and  says : 

Then,  by  a  process  of  elimination  he  can  strike  off  down  to  one,  or  down  to 
those  he  wishes  to  favor  with  the  deposits.  Then  the  deposit  is  made  in  the 
bank  approved  by  the  comptroller. 
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That  is  wholly  misleading  and  untrue. 

And  then  that  comptroller  come  before  a  Senate  committee  and  asks  them  to 
believe  that  he  has  nothing  to  do  with  what  bank  gets  deposits. 

That  statement,  as  I  say,  is  a  distortion  of  the  actual  conditions. 
Mr.  Hogan  continues: 

So  Mr.  Poole  was  informed,  in  his  capacity  of  president  of  the  Federal  Na- 
tional Bank,  that  Mr.  Williams  had  before  him  for  consideration  an  official 
communication  on  the  subject  of  depositing  Emergency  Fleet  Corporation  funds 
in  the  Federal  National  Hank.  Mr.  Poole,  as  I  say,  at  that  time  was  conspicuous 
for  his  public  duty.  His  bank  was  conspicuous  for  its  excellent  response  to  the 
Government's  demands  on  it.  So  he  went  over  to  the  office  of  John  Skelton 
Williams,  and  he  asked  Mr.  Williams  if  his  bank  was  not  fairly  entitled  to  and 
should  not  receive  a  share  of  the  Emergency  Fleet  Corporation  funds. 

Then  he  goes  on  and  undertakes  to  quote  me,  and  says  I  said: 

"  How  do  you  expect  to  have  me  approve  your  bank  as  a  depository  for  public 
funds  when  you  have  that  man — " 

Referring  to  himself — 

"  on  your  directorate,  a  man  as  unfriendly  to  the  administration  as  he  is,  a 
man  who  has  made  the  attacks  on  this  administration  that  he  has?    Never — " 

I  am  telling  you  in  substance.    Mr.  Poole  will  tell  you  the  language— 
-  never  so  long  as  you  have  that  name  there  will  I  knowingly  approve  your  bank 
for  a  deposit  of  any  funds  I  have  any  control  over.    What  have  you  got  hiin 
there  for?    How  much  stock  does  he  own?" 

Another  distorted  and  grossly  incorrect  version. 

Senator  Gronna.  He  has  reference  now  to 

Mr.  Williams  (interrupting).    To  me. 
Senator  Gronna.  No  ;  you  have  reference  to  Mr.  Hogan. 
Mr.  Williams.  He  said  I  made  those  statements  to  Air.  Poole.    He 
says: 

But  here  is  what  he  said  in  substance,  "If  you  get  him  off  your  board.  If  he 
is  no  longer  on  your  board,  then  you  can  come  back,  and  you  will  get  other 
consideration." 

Then  he  goes  on  and  says : 

Gentlemen  of  the  committee,  when  I  saw,  as  a  director  would  naturally  see, 
that  the  Red  Cross  deposit  lasted  only  24  hours  in  that  bank ;  when  I  saw,  an 
a  director  naturally  would  see,  that  that  bank  was  obviously  being  discrimi- 
nated against  in  the  matter  of  public  deposits  generally,  I  went  before  Its  exe- 
cutive committee. 

Those   statements  are  wholly   untrue,   those  statements  of   Mr. 
Hogan,  as  I  will  endeavor  to  show  you. 
Mr.  Hogan  continues: 

Mr.  Poole,  as  president  of  the  Federal  National  Bank,  shortly  after  his  talk 
with  Mr.  Williams,  was  informed  by  officials  of  the  Phoenix  National  Bank,  in 
New  York,  that  if  the  Federal  Bank  would  carry  $100,000  of  deposits  for  its 
own  account  with  the  Phoenix  National  Bank  the  officers  of  the  Phoenix  Na- 
tional Bank  felt  quite  confident  they  could  assure  the  Federal  a  deposit  of 
$500,000  of  the  Emergency  Fleet  Corporation's  funds.  Think  of  that.  Within 
a  few  days  after  John  Skelton  Williams  had  refused  to  give  a  deposit  to  that 
bank  came  this  offer  that  if  we  would  deposit  $100,000  in  the  Phoenix  National 
Bank,  of  which  a  Mr.  Boiling  was  vice  president,  we  would  get  $500,000  of  the 
Emergency  Fleet  Corporation's  deposits. 

The  witness  Ramsay,  who  appeared  here  a  few  days  ago,  who  Mr. 
Poole  stated  was  the  man  who  made  some  such  proposition  as  that 
to  Mr.  Poole,  has  denied  that  he  made  any  such  statement  whatso- 
ever.    I  do  not  know  that  Mr.  Poole  categorically  stated  that  no 
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such  offer  was  made  by  any  representative  of  the  Phoenix  National 
Bank,  but  I  am  informed  that  that  statement  of  Mr.  Hogan's  was 
without  a  scintilla  of  foundation. 

The  Chairman.  Now,  Mr.  Williams,  on  page  178,  part  3,  at  the 
bottom  of  the  page : 

Mr.  Williams  told  me  that  he  did  not  know  just  what  banks  in  Washington 
were  depositaries  of  the  Fleet  Corporation,  but  he  thought  the  Metropolitan 
was  one.  I  then  told  him  I  was  informed  by  the  same  party  who  submitted 
the  proposition  to  me  that  the  Metropolitan  did  open  an  account  with  the 
Chatham-Phoenix  National  Bank,  with  the  understanding  that  they,  the  Metro- 
politan, would  receive  a  large  deposit  from  the  Fleet  Corporation,  and  that  the 
transaction  worked  out  exactly  as  agreed  upon. 

I  also  told  Mr.  Williams  that  several  other  banks  in  Washington  were  going 
to  do  likewise,  which  ones  I  did  not  know. 

Mr.  Williams  referred  to  our  previous  conversation  about  having  the  Federal 
National  approved  as  a  depositary,  and  asked  me  if  Mr.  Hogan  was  a  large 
stockholder,  going  on  to  say  that  he  was  unwilling  to  approve  our  bank  because 
of  the  fact  that  there  was  on  the  board  a  man  so  decidedly  unfriendly  to  the 
administration  as  Mr.  Hogan  had  shown  himself  to  be. 

That  is  the  point. 

Mr.  Williams.  I  was  coming  to  that,  but  I  will  be  glad  to  take  that 
up  at  once,  if  you  wish  it.  Mr.  Poole's  statements  before  this  com- 
mittee were  a  garbled  and  distorted  version  of  what  was  said  in  the 
interview  which  I  had  with  him  in  the  latter  part  of  1917. 

The  Chairman.  Yes ;  and  Senator  Newberry  calls  my  attention  to 
page  173,  the  very  first  page  of  part  3 : 

Mr.  Williams  wanted  to  know  who  our  directors  were.  I  started  to  name 
tlieni,  whereupon  he  touched  a  button  and  directed  one  of  his  staff  to  get  a 
copy  of  the  last  report  of  the  Federal  National  Bank.  It  was  brought  in, 
banded  to  him,  and  as  it  happened,  was  folded  in  such  manner  that  the  name 
of  "  Frank  J.  Hogan  "  was  in  plain  view.  Immediately  Mr.  Williams  read  aloud 
Hogan's  name,  seemed  to  be  much  agitated,  and  with  considerable  feeling  in- 
formed me  that  he  would  not  give  his  approval  to  a  bank  whose  directorate  in- 
cluded anyone  who  was  so  manifestly  antagonistic  to  the  administration. 

He  proceeded  to  accuse  Mr.  Hogan  of  deliberately,  willfully,  knowingly,  and 
maliciously  attacking  the  administration  and  misrepresenting  facts  in  the  Rlggs 
Bank  controversy.  He  was  exceedingly  harsh  and  abusive  in  his  criticism  of 
Mr.  Hogan,  whom  I  have  always  known  to  be  a  man  of  unusual  brilliance,  the 
highest  integrity,  and  unassailable  character. 

Mr.  Williams  was  kind  enough,  however,  to  pay  me  a  very  high  personal 
tribute,  and  spoke  in  a  most  complimentary  manner    *    *    * 

Mr.  Williams.  I  will  be  very  glad  to  advise  you  of  the  real  inci- 
dents or  happenings  or  statements  made  at  that  interview.  Mr.  Poole 
has  stated  that  he  called  twice,  once  in  November,  a  few  days  before 
the  deposit  of  Shipping  Board  funds  were  made  with  his  bank?  and 
be  states  that  it  was  upon  that  occasion  that  I  expressed  my  opinion 
of  Mr.  Hogan  to  him. 

What  really  happened  in  our  conversation  was  that  I  assured  Mr. 
Poole  that  his  bank  would  always  receive  very  fair  consideration 
from  the  administration,  or  from  my  office,  as  far  as  I  had  any  rela- 
tion to  it;  that  its  interests  would  be  safeguarded  and  protected. 
But  I  did  say  to  him,  in  connection  with  the  fact  that  among  his 
directors  was  Mr.  Hogan?  that  I  felt  that  Mr.  Hogan  had  been  most 
unfair  to  the  administration,  and  that  he  had  attacked  it  in  a  willful 
and  malicious  manner,  that  he  had  made  many  statements  in  regard  to 
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the  administration  which  I  was  convinced  were  wholly  unwarranted, 
but  that  despite  that  he  might  rest  assured  that  his  bank  would 
always  receive  fair  treatment. 

That  is  the  substance  and  gist  of  what  transpired  at  our  inter- 
view when  Mr.  Poole  brought  up  and  discussed  that  subject  with  me. 

To  show  you  the  improbability  of  my  having  made  any  such  state- 
ment to  him  that  I  would  try  to  influence  or  prevent  his  receiving 
public  deposits  or  Government  deposits,  or  anything  I  could  control 
directly  or  indirectly,  I  call  your  attention  to  the  fact  that  he  states 
that  a  few  days  after  his  visit  to  me,  when  he  alleges  I  displayed 
such  antipathy  toward  one  of  his  directors,  the  account  of  the  Ship- 
ping Board  was  opened  with  him.  A  few  days  after  that  he  received 
that  account. 

Senator  Newberry.  Mr.  Williams,  do  you  deny  the  fact,  then, 
that  you  informed  him  that  you  would  not  give  your  approval  to  a 
bank  whose  directorate  included  anyone  so  manifestly  antagonistic? 

Mr.  Williams.  I  deny  the  accuracy  of  his  statement,  and  I  have 
stated  what  did  occur  between  us,  that  I  assured  him  that  his  bank 
would  always  receive  full  and  fair  treatment  and  consideration.  But 
I  did  comment  upon  the  fact  that  I  thought  that  one  of  his  directors 
had  been  unfair,  but,  notwithstanding  that,  his  bank  would  always 
receive  fair  treatment,  and  I  think  I  can  now  show  you  that  his  bank 
not  only  received  its  full  share,  its  full  pro  rata,  01  all  Government 
deposits,  but  I  think  it  received  more  than  its  pro  rata. 

But  before  doing  so,  let  me  come  up  to  the  interview  which  he  says 
we  had  on  December  20, 1917.  I  was  uncertain  in  my  own  mind  as  to 
what  the  dates  were  as  to  these  two  interviews  which  he  refers  to, 
but  I  do  find  from  mv  memorandum  of  callers  at  mv  office  that  Mr. 
Poole  did  call  at  the  comptroller's  office  on  the  20th  of  December, 
and  I  think  that  for  purposes  of  argument  we  may  assume  that  it  was 
on  that  occasion  that  he  told  me  of  the  proposition  which  had  been 
made  to  him  bv  some  one  in  connection  with  the  Chatham-Phoenix 
Bank  of  New  York.  Mr.  Poole  came  in  on  that  occasion  in  a  very 
mysterious  way,  and  said  that  he  had  something  that  he  thought  it 
was  his  duty  to  bring  to  my  attention.  Now,  mind  you,  for  six 
weeks  prior  to  that  time  he  had  the  account  of  the  Shipping  Board. 

The  Chairman.  How  much?  Have  you  the  detailed  statement 
of  that  account  ? 

Mr.  Williams.  I  have  a  memorandum  of  it. 

The  Chairman.  There  were  two  of  those  funds,  were  there  not? 
One  was  called  the  Emergency  Fleet  and  one  the  Shipping  Board  ? 

Mr.  Williams.  I  do  not  know.  It  is  "  Emergency  Fleet  Corpora- 
tion, United  States  Shipping  Board,"  according  to  the  bank's  state- 
ment which  they  officially  presented.  That  was  m  response  to  a  letter 
from  me  as  to  whatever  balances  they  had  for  the  Shipping  Board. 
I  think  it  covered  everything  connected  with  the  Shipping  Board. 

He  had  had,  as  the  record  shows,  that  account  for  about  six  weeks 
&t  the  time  that  he  called.  I  did  not  know  whether  he  had  it  or  not. 
It  would  have  been  impossible  for  me  to  have  given  to  him  or  to 
anyone  else  a  list  of  the  Shipping  Board's  depositaries.  I  did  not 
know  who  they  were,  had  no  idea  of  who  the  list  was.  It  is  true  that 
the  Shipping  Board  or  some  officer  of  the  Shipping  Board  had  from 
time  to  time  made  inquiry  of  the  Secretary  of  the  Treasury  as  to 
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whether  this  or  that  bank  in  this  or  that  community  was  a  suitable 
bank  for  a  Shipping  Board  deposit.  It  might  be,  for  example,  that 
Kingston,  N.  Y.,  might  have  a  shipyard,  and  they  might  want  to 
deposit  some  funds  for  some  purpose.  I  have  an  illustration  of  that 
here,  showing  the  character  of  the  inquiries  of  that  time.  They  hap- 
pened to  come  to  me  sometimes.  I  do  not  know  whether  they  always 
came  to  me  or  to  what  extent  they  came  to  me.  But  when  we  received 
any  inquiry,  here  is  the  way  it  was  handled.  Through  the  courtesy 
of  the  Secretary's  office,  I  have  borrowed  this  file  so  that  I  might 
present  it  to  you.  ^ 

The  memorandum  is  sent  to  my  office  with  regard  to  Kingston, 
X.  Y.  They  ask  as  to  the  banks  there  suitable  for  the  opening  of  an 
account : 

October  23,  1917. 

Deab  Mb.  Cooksey:  Referring  to  your  memorandum  of  the  15th  Instant,  in- 
quiring as  to  what  banks  in  Kingston,  N.  Y.,  would  he  acceptable  as  depositaries 
for  funds  of  the  Emergency  Fleet  Corporation,  I  am  inclosing  memorandum 
showing  the  capital,  surplus,  and  profits,  and  resources  of  each  national  bank 
in  that  city.  All  these  banks  appear  from  our  reports  to  be  in  good  condition. 
However,  the  First  National  Bank,  the  Rondout  National  Bank,  and  the  State 
of  New  York  National  Bank,  in  the  order  named,  appear  to  have  sent  in  sub- 
scriptions for  the  largest  amounts  of  bonds  of  the  first  Liberty  loan,  and  I  think 
preference  should  be  given  to  one  of  these  three  banks. 
Sincerely, 

J.  S.  WlLIAMS. 

George  R.  Cooksey,  Esq.. 

Assistant  to  the  Secretary,  Treasury  Department. 

I  gave  him  the  facts  and  let  him  draw  his  own  conclusions.  When 
the  list  would  come  to  me,  I  would  send  it  down  to  the  chief  of  the 
division  of  examinations,  who  would  compile  the  data.  Then  I 
would  send  it  back  to  Mr.  Cooksey,  and  upon  receipt  of  that  letter, 
the  Secretary's  office  would  make  reply.  In  this  case  the  letter  was 
written  apparently  by  Acting  Secretary  Rowe  to  Mr.  Stevens,  treas- 
urer of  the  Emergency  Fleet  Corporation,  as  follows : 

October  26,  1917. 
Mr.  R.  R.  Stevens, 

Treasurer  Emergency  Fleet  Corporation, 

United  States  Shipping  Board,  Washington,  D.  C. 

My  Deab  Mr.  Stevens  :  Replying  to  your  inquiry  as  to  the  banks  at  Kingston, 
X.  Y.,  acceptable  to  act  as  depositaries  for  funds  of  the  United  States  Shipping 
Board,  Emergency  Fleet  Corporation,  you  are  advised  that  either  of  the  fol- 
lowing-named banks  would  be  satisfactory  to  the  Treasury  Department : 

First  National  Bank  of  Rondout : 

Capital $200,000 

Surplus  and  profits 311, 858 

Resources 1, 656, 714 

Rondout  National  Bank : 

Capital 100,000 

Surplus  and  profits 103, 195 

Resources 1, 136, 217 

State  of  New  York  National  Bank: 

Capita] 150,000 

Surplus  and  profits 104, 039 

Resources 1, 046, 247 

Sincerely,  yours, 

Rows,  Acting  Secretary. 
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That  was  the  way  in  which  these  inquiries  would  sometimes  come 
to  my  office. 

The  Chairman.  Was  that  a  custom? 

Mr.  Williams.  I  do  not  know  how  far  it  was  followed.  In  some 
cases,  as  far  as  I  know,  they  would  elect  their  own  depositaries,  and 
in  other  cases,  where  they  knew  nothing  of  the  banks,  they  would 
send  a  memorandum  over  to  the  Treasury. 

The  Chairman.  Did  they  submit  a  list  of  Washington  banks  to 
youl 

Mr.  Williams.  I  am  coming  to  that  right  now.  So,  when  Mr. 
Poole  called  December  20, 1917,  his  bank  had  had  those  deposits  for 
six  weeks  or  more.  I  knew  nothing  about  them.  When  the  banks 
were  selected  by  the  Shipping  Board  the  Treasury  was  not  advised, 
or,  if  the  Treasury  was  advised,  the  comptroller's  office  was  not 
advised.  Of  course,  we  could  probably  ascertain  by  looking  over  the 
statements  of  8,000  banks  rendered  to  the  office  and  find  out  which 
were  depositaries  of  Shipping  Board  funds.  But  that,  as  far  as  I 
know,  was  not  done.    It  was  not  our  concern. 

Therefore,  I  say  that  Mr.  Poole's  suggestion  that  his  bank  had  been 
discriminated  against  in  any  way  by  my  office  is  wholly  without 
warrant. 

I  asked  the  Secretary  to  please  look  over  the  files  and  see  if  there 
was  anything  in  relation  to  the  account  of  the  Federal  National 
Bank,  the  Shipping  Board  inquiry,  or  anything  of  that  sort,  and  he 
sent  me  these  letters.  As  far  as  I  know,  to  the  best  of  my  knowledge 
and  belief  at  this  time,  these  are  the  first  inquiries  which  were  re- 
ceived at  the  Treasury  in  regard  to  either  the  Metropolitan  National 
Bank  or  the  Federal  National  Bank.  Here  is  a  letter  dated  Novem- 
ber 26,  1917,  in  which  the  secretary,  Mr.  Sisler,  asks  the  honorable 
Secretary  of  the  Treasury  as  follows : 

United  States  Shipping  Board, 
Washington,  November  26,  1917. 

The  honorable  the  Secretaby  of  the  Treasuby. 

Deab  Sib:  On  the  25th  instant  this  board  authorized  the  disbursing  officer 
to  deposit  in  the  National  Metropolitan  Bank,  of  this  city,  subject  to  the  ap- 
proval of  the  Secretary  of  the  Treasuryi  checks  which  have  been  received  from 
charters  of  steamers  engaged  in  the  movement  of  coal  in  and  out  of  New  Eng- 
land (which  vessels  have  been  requisitioned  by  the  board),  pending  a  settle- 
ment of  a  dispute  between  the  owners  and  charterers  of  these  vessels  as  to  the 
distribution  of  the  amounts  represented  in  these  checks. 

The  Emergency  Fleet  Corporation  now  has  very  large  sums  on  deposit  in 
the  Commercial  National  Bank,  the  Federal  National  Bank,  and  the  District 
National  Bank,  and  the  chief  counsel  of  the  board  has  advised  that  it  is  desirable 
not  to  merge  the  funds  in  controversy  with  any  of  the  existing  accounts  in  the 
institutions  named. 

Your  approval  is,  therefore,  respectfully  requested  to  the  placing  of  these 
checks  on  deposit  with  the  National  Metropolitan  Bank,  to  draw  interest  at 
the  rate  of  21  per  cent  per  annum. 
Very  truly,  yours, 

Lester  Sisler, 

Secretary. 

I  mention  that  because,  as  far  as  I  know,  that  is  the  first  request 
reaching  the  Treasury  in  regard  to  either  of  these  two  banks.  That  is 
November  26, 1917. 
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As  far  as  I  know,  the  first  inquiry  to  the  Treasury  in  regard  to  the 
Federal  National  Bank  is  this  letter  here  of  January  4, 1918 : 

United  States  Shipping  Board, 
Emergency  Fleet  Corporation, 

Washington,  January  4,  1918. 
George  R.  Cookbey,  Esq., 

Assistant  to  the  Secretary, 

Treasury  Department,  Washington,  D.  C. 

Dear  Mb.  Cookbey  :  I  shall  be  greatly  obliged  if  you  will  have  the  Federal 
National  Bank,  Washington,  D.  C,  approved  as  a  depositary  for  the  funds  of 
the  Division  of  Operations  of  the  Emergency  Fleet  Corporation. 
Sincerely, 

R.  B.  Stevens, 
Treasurer  of  Corporation. 

That  is  two  weeks  after  Mr.  Poole's  visit  to  me,  and  nearly  two 
months  after  he  had  gotten  the  funds. 

The  Chairman.  Of  course,  as  I  understand  it,  Mr.  Poole  admitted 
that  he  had  a  deposit  a  few  days  after  November  7  of  $71,000,  and 
another  November  10,  making  a  little  over  $607,000.  That  was  1917; 
from  November  7  to  November  10. 

Mr.  Williams.  That  does  not  look  as  though  any  untoward  in- 
fluence was  being  used  against  Rim. 

The  Chairman.  What  he  said  was  this,  in  answer  to  Senator  New- 
berry's question : 

Senator  Newberry.  May  I  interrupt  to  ask,  if  the  comptroller  is  required  to 
approve  a  depositary  as  you  say  he  did  not  in  this  case,  by  what  authority 
and  under  what  law  such  deposit  was  made? 

Mr.  Poole.  Senator,  I  do  not  know.  I  will  show  you,  however,  that  the  de- 
posits were  made,  and  we  had  them  at  the  time  of  a  subsequent  call  on  my 
part  upon  Mr.  Williams;  and  that  we  also  got  a  very  large  deposit.  I  will 
show  you  in  a  few  minutes,  a  little  later;  how  it  happens  I  do  not  know.  I 
can  not  explain  the  operation  of  the  Fleet  Corporation,  because  I  do  not  know 
that 

Senator  Fletcher.  How  do  you  know  Mr.  Williams  did  not  approve  of  it? 

Mr.  Poole.  Mr.  Williams  told  me  that  he  did  not,  and  he  told  me  later,  when 
I  called  on  him,  as  I  will  show  you,  that  he  would  not,  again  reviewing  the 
Hogan  case  and  our  previous  interview,  at  a  time  when  we  did  have  deposits. 
And  I  will  also  show  you  that  the  largest  deposit  which  came  to  us,  came  at 
a  time  and  with  a  statement  that  a  request  had  been  made  for  the  approval 
of  it.  and  for  me  not  to  do  anything  further,  and  purposely  the  latter  request- 
ing that  was  antidated,  for  Fleet  Corporation  purposes. 

And  all  through  this  you  refused  to  approve  that  bank.  He  did 
not  deny  that  he  got  it,  but,  as  I  understood  him,  he  got  it  against 
your  protest. 

Mr.  Williams.  I  deny  that  emphatically,  and  say  that  there  was 
no  such  protest  and  any  insinuation,  statement  or  allegation  to  the 
contrary  is  wholly  and  unwarrantedly  false. 

Senator  Calder.  A  moment  ago  you  read  an  inquiry  being  made 
about  the  Federal  Bank.    Have  you  an  answer  to  thai? 

Mr.  Williams.  I  am  going  to  read  another  one  about  the  same 
thing  six  days  after  the  letter  I  have  just  read : 

United  States  Shipping  Board, 

Emergency  Fleet  Corporation, 

Division  or  Operations, 
Washington,  January  10,  1918. 
Mr.  George  R.  Cooksey, 

Assistant  to  the  Secretary  of  the  Treasury,  Washington,  D.  C. 

My  Dear  Sir:  The  Division  of  Operations.  United  States  Shipping  Board 
Emergency  Fleet  Corporation  has  at  present  three  bank  accounts  In  Washing- 
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ton,  viz,  the  Commercial  National  Bank,   the  National   Metropolitan   Bank, 
and  the  Federal  National  Bank. 

The  Commercial  National  Bank  and  the  National  Metropolitan  Bank  have 
already  been  approved,  and  you  have  been  asked  to  approve  the  Federal  Na- 
tional Bank,  as  a  depository  for  the  above  funds. 

As  it  seems  desirable  to  distribute  these  funds  more  widely  I  now  ask  that 
you  furnish  us  with  a  list  of  institutions  in  Washington  that  would  meet  with 
your  approval  for  this  purpose. 

The  Continental  Trust  Co.  and  the  Second  National  Bank  have  made  ap- 
plication for  an  account. 
Very  truly,  yours, 

R.  B.  Steven  8.  Treasurer. 

That  letter  is  dated  January  10,  1918.  As  far  as  I  know,  or  as 
our  records  show,  the  auestion  of  the  approval  of  either  the  Federal 
National  Bank  or  the  Metropolitan  National  Bank  was  never  acted 
upon  by  the  comptroller's  office.  Why?  I  read  3rou  that  letter  of 
January  10,  addressed  to  Mr.  Cooksey.  Here  is  a  letter  of  January 
11, 1918,  the  day  after  that  letter  was  signed  by  the  Shipping  Board, 
and  this  was  presumably  written  the  day  that  was  received  at  the 
Treasury  asking  approval : 

January  11, 1918. 

Deab  Mr.  Hurley  :  I  learn  that  the  Enlergency  Fleet  Corporation  lias  very 
large  sums  of  money  on  deposit  in  various  banks  in  this  city.  It  is  desirable 
that  these  sums  be  kept  on  deposit  with  the  Treasurer  of  the  United  States 
particularly  in  view  of  the  fact  that  such  deposits  in  banks  are  unsecured. 
What  is  perhaps  even  more  important,  the  very  great  war  expenditures  which 
the  United  States  is  making  necessitates  that  withdrawals  from  the  Treasury 
be  made  not  a  moment  earlier  than  is  absolutely  necessary.  I  know  how 
desirous  you  are  of  cooperating  in  every  way  in  the  financial  side  of  the 
problem.  I  should  be  greatly  obliged  if  you  would  ask  Mr.  Soleau.  of  the 
Shipping  Board,  and  Mr.  Bander,  of  the  Emergency  Fleet  Corporation,  to 
attend  a  conference  at  this  department  with  the  Treasurer  of  the  United  States 
and  the  Comptroller  of  the  Treasury  with  a  view  to  working  out  a  plan 
whereby  the  disposition  of  these  funds  may  be  satisfactorily  determined,  and 
also  to  evolve  a  way  of  handling  the  appropriated  funds  turned  over  to  the 
board  and  corporation  so  that  these  moneys  will  not  be  drawn  out  of  the 
Treasury  until  needed. 

By  direction  of  the  Secretary. 

Very  truly,  yours,  R.  C.  Leffingwell, 

Assistant  Secretary  of  the  Treasury. 

Hon.  Edward  N.  Hurley, 

Chairman  United  States  Shipping  Board,  Washington. 

That  simply  shows  that  at  the  very  time  that  these  applications 
were  first  received,  the  Secretary  of  the  Treasury  took  up  the  matter 
of  withdrawing  the  funds  from  all  banks,  rather  than  increasing 
the  number  of  depositaries.  The  deposits  had  already  been  made  in 
several  local  banlts  here,  some  of  them  approved  and  some  of  them 
had  not  been  acted  upon,  so  far  as  I  know,  and  they  were  simply 
permitted  to  stand  in  status  quo  until  they  should  all  be  turned  over 
to  the  Government,  and,  as  I  understand  it,  those  transfers  from  the 
various  banks  in  Washington  to  the  Federal  Treasury  were  made 
simultaneously,  and  with  a  view  to  making  them  as  easy  as  possible 
jupon  the  banks  holding  the  funds,  by  dividing  it  into  installments, 
so  that  in  the  next  two  or  three  months  they  were  all  back  in  the 
Federal  Treasury. 

Senator  Calder.  So  that  all  of  the  Shipping  Board  deposits  were 
withdrawn  from  all  the  banks? 

Mr.  Williams.  Practically  at  the  same  time,  so  far  as  I  know.  I 
understand  that  the  arrangements  were  made  so  as  to  deal  absolutely 
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impartially  with  them  all ;  that  they  were  conferred  with ;  that  they 
were  visited  by  some  representative  of  the  Shipping  Board — as  to 
that.  I  simply  tell  you  what  I  hear.  I  would  suggest  that  as  to  the 
details  of  that,  Mr.  Soleau  or  the  Treasurer  of  the  Shipping  Board 
ran  come  here  and  tell  you  in  detail  covering  the  dates.  But  my 
understanding  is  that  they  were  all  transferred  from  each  of  the 
local  banks  which  held  the  deposits  absolutely  at  the  same  time. 

Senator  Calder.  As  far  as  you  know,  though,  there  are  no  de- 
posits of  any  Shipping  Board  funds  in  any  banks  in  the  District 
of  Columbia? 

Mr.  Williams.  As  far  as  I  know,  yes. 

Senator  Calder.  Are  there  deposits  of  any  other  Government 
funds  in  the  banks  of  the  District  of  Columbia? 

Mr.  Williams.  Oh,  yes. 

Senator  Calder.  So  that  the  only  funds  withdrawn,  as  far  as  you 
know,  were  the  Shipping  Board  funds? 

Mr.  Williams.  So  far  as  I  know.  Of  course,  you  know  there  are 
the  District  tax  funds.  They  are  distributed  anS  withdrawn  in  in- 
stallments. They  were  distributed  pro  rata  among  the  banks  of  the 
District.  And  of  course  there  are  other  deposits  of  Government 
funds  for  one  purpose  or  another. 

Then  the  records  show  that  the  Shipping  Board  and  the  Treasury 
came  to  an  agreement  for  the  transfer  of  those  funds,  or  arranged. 
There  is  a  letter  here  to  the  Treasury  dated  January  30, 1918 : 

United  States  Shipping  Board, 

Emergency  Fleet  Corporation, 

Division  of  Operations, 
Washington,  January  30,  1918. 
Mr.  George  Cooksey, 

Assistant  to  the  Secretary  of  the  Treasury,  Washington,  D.  C. 

My  Dear  Mr.  Cooksey:  I  transmit  herewith,  statement  of  bank  balance  as 
of  dates  given  thereon.    I  trust  this  information  is  what  you  desire. 
Respectfully, 

W.  L.  Soleau, 

Comptroller. 

This  shows  the  money  on  deposit  to  the  credit  of  the  Shipping 
Board,  Emergency  Fleet  Corporation,  on  that  date : 

Jan.  28    1918  * 

Federal  National  Bank $2,551,000 

Commercial  National  Bank 3,143,000 

National  Metropolitan  Bank 2,706,000 

First  National  Bank  of  San  Francisco 707,  000 

Chatham-Phoenix  National  Bank  of  New  York 144.000 

Dexter-Horton  National  Bank  of  Seattle,  Wash 43,000 

Webster  &  Atlas  National  Bank  of  Boston,  Mass 2,000 

Merchants  National  Bank  of  Boston,  Mass 50,000 

Total 9,  300, 000 

All  of  the  above  banks  pay  us  2*  per  cent  interest  on  balances,  with 
the  exception  of  the  Dexter-Horton  National  Bank  of  Seattle,  which 
pays  2  per  cent,  and  the  Chatham  and  Phoenix  National  Bank  of 
New  York,  which  pays  us  3  per  cent. 

I  call  your  attention  to  this  fact,  gentlemen,  that  on  that  date, 
just  on  the  eve  of  the  transfer  of  those  deposits,  the  deposits  of  the 
Shipping  Board  with  the  Commercial  National  Bank  had  amounted 
to  only  16.77  of  1  per  cent  of  its  resources.    The  deposits  with  the 
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Metropolitan  National  Bank  amounted  to  20.66  per  cent  of  its  re- 
sources, while  the  deposits  with  the  Federal  National  amounted  to 
32.70  per  cent  of  its  resources. 

In  other  words,  on  that  date  the  Federal  National  Bank,  in  pro- 
portion to  its  resources,  had  about  twice  as  much  of  Shipping  Board 
funds  as  the  Commercial  National  Bank,  and  about  50  per  cent  more 
than  the  Metropolitan. 

Senator  Newberry.  Do  you  have  any  recollection  as  to  when  you 
first  knew  that  there  was  a  deposit  in  the  Federal  National  Bank  of 
Shipping  Board  funds?  It  must  have  been  very  close  to  the  time 
of  this  letter. 

Mr.  Williams.  I  asked  Mr.  Cooksey,  Senator,  if  he  had  any  recol- 
lection of  that  matter  being  discussed  at  all  between  us — I  have  no 
recollection  of  making  any  report  on  it — and  his  remark  to  me  was, 
"  You  certainly  made  no  adverse  report,  Mr.  Williams."    He  said, 
"  If  you  made  any  report,  it  was  to  the  effect  that  the  bank  was  in 
satisfactory  condition,"  which  would  have  justified  him  in  permit- 
ting the  deposit  to  remain  as  it  was,  as  far  as  I  was  concerned.     But 
he  said,  "  I  have  no  distinct  recollection  of  it,  but  I  know  if  there  was 
any  statement  made  one  way  or  the  other,  it  would  have  been  to 
the  effect  that  the  bank  was  in  satisfactory  condition."    But  he  said 
he  was  very  clearly  of  the  opinion  that  I  made  no  adverse  recom- 
mendation as  to  that  bank,  and  I  assure  you  here,  as  against  Mr. 
Poole's  statement  of  discrimination,  that  the  Federal  Bank  on  the 
28th  of  January  had  100  per  cent  more  of  deposits  in  proportion  to 
its  resources  than  the  Commercial,  approximately. 

I  have  not  asked  Mr.  Cooksey,  but  I  have  no  doubt  if  you  should 
like  to  have  him  give  you  his  recollection  as  to  whether  there  was  any 
discussion  between  us,  he  would  be  very  glad  to  come  before  the 
committee. 

Senator  Newberry.  I  inquired  of  Mr.  Poole  as  to  when  you  knew 
about  the  deposits  of  the  Emergency  Fleet  Corporation.  Apparently 
vou  did  not  know  it  on  December  20. 

Mr.  Williams.  I  do  not  think  I  did. 

Senator  Newberry.  And  you  did  not  know  it  on  the  5th  of  Jan- 
uary, but  vou  must  have  known  it  about  the  time  that  thev  wrote 
the  letter  and  withdrew  the  deposits,  on  the  10th  of  January. 

Mr.  Williams.  I  do  not  know  that  I  knew  then  that  they  actually 
had  the  deposit.  I  knew  that  the  question  of  bringing  it  back  into 
the  Treasury  was  being  discussed. 

The  Chairman.  Were  the  Washington  banks  submitted  to  you 
for  approval  as  depositaries? 

Mr.  Williams.  Was  a  list? 

The  Chairman.  Yes. 

Mr.  Wuxtams.  Six  months  before,  I  think,  there  was  a  list  of 
banks — I  was  requested  to  pass  upon  or  suggest  several  banks  in 
different  sections  of  the  country,  including  Washington.  That  was, 
I  think,  in  May,  1917,  and  I  think  that  the  banks,  if  I  remember 
correctly,  which  were  suggested  at  that  time  were  the  District  Na- 
tional Bank  and  the  Commercial  National  Bank. 

The  Chairman.  That  was  your  suggestion? 

Mr.  Williams.  It  was  either  my  suggestion,  or  a  statement  from 
me,  that  those  banks  were  in  satisfactory'  condition. 
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The  Chairman.  That  was  when  the  list  was  first  submited  to  you 
for  vour  approval  ? 

ifr.  Williams.  As  I  say,  the  Secretary's  office,  not  the  Shipping 
Board,  when  they  received,  as  they  did  occasionally,  lists  of  re- 
quests for  suggestions,  they  would  send  them  to  my  office,  and  I  would 
sometimes  make  those  suggestions. 

The  Chairman.  Was  the  Federal  National  Bank  included? 

Mr.  Williams.  It  was  not,  nor  was  any  other  of  the  9  or  10  banks 
included.     I  think  there  are  11  national  banks  in  Washington. 

The  Chairman.  Was  any  list  submitted  to  you  later? 

Mr.  Williams.  None  except  this  I  refer  to  here,  that  I  know  of. 

The  Chairman.  I  take  it  the  Fleet  Corporation  had  the  right  to 
•choose  any  bank  it  saw  fit? 

Mr.  Williams.  Certainly,  as  far  as  I  was  concerned. 

The  Chairman.  But  it  was  their  custom  to  submit 

Mr.  Williams  (interrupting).  I  do  not  know  how  far  they  fol- 
lowed the  custom. 

The  Chairman.  They  did  do  it  in  certain  instances  ? 

Mr.  Williams.  In  certain  instances,  as  I  have  shown  you,  as  in  the 
case  of  Kingston,  N.  Y.  But  I  do  not  think  there  was  any  unfair 
discrimination  against  the  other  nine  banks.  It  would  have  been 
manifestly  impossible,  at  least  apparently,  to  deposit  the  money  in 
all  banks. 

The  Chairman.  Mr.  Poole's*  idea  was  that  he  got  this  deposit 
against  your  disapproval. 

Mr.  Williams.  I  have  denounced  that  as  incorrect. 

The  Chairman.  He  says  on  page  174 : 

He  made  it  plain  to  me  that  he  had  no  relations  with  Mr.  Hogan.  It  was 
evident  that  this  was  a  very  sore  and  delicate  subject.  I  proceeded  to  urge 
favorable  consideration  of  the  proposal  to  approve  the  Federal  when  the  list 
should  be  sent  to  him,  on  the  ground  that  our  institution  merited  it  by  its 
strict  observance  of  all  laws  and  regulations  from  the  very  beginning  of  its 
career — for  its  well-defined  sound  polices — its  strength,  growth,  and  present 
condition — but  he  positively  refused  because  of  the  fact  that  Mr.  Hogan  was 
on  our  board. 

That  statement,  I  understand  you- 


Mr.  Williams.  I  have  denounced  as  a  misrepresentation  or  distor- 
tion or  incorrect  statement  of  really  what  transpired  between  us.  I 
have  assured  Mr.  Poole  that  he  would  get  full,  fair  treatment,  as 
every  other  bank  would,  but  if  he  drew  the  conclusion  from  what  I 
said" that  I  did  not  think  there  was  any  duty  or  responsibilty  upon 
me  to  extend  any  special  favors  to  Mr.  Hogan,  I  do  not  think  prob- 
ably that  he  strained  the  case,  although  he  would  get  full,  fair,  just, 
and  generous  treatment  on  any  and  all  occasions. 

The  Chairman.  But  you  might  have  given  him  the  idea  that  he 
need  not  expect  any  special  favors  from  you  ? 

Mr.  Williams.  Nothing  that  I  said  could  have  justified  Mr.  Poole 
in  making  the  statements  with  which  he  charges  me  in  his  statement 
before  this  committee ;  and,  as  I  say,  that  is,  I  think,  proved  by  sub- 
sequent events  and  the  fact  that  I  did  not  exercise  any  influence,  if  I 
had  any,  to  prevent  him  from  getting  a  fair  share  of  whatever  de- 
posits might  be  available  as  shown  by  the  record  at  the  very  start. 

I  want  to  say  right  now,  as  a  further  evidence  that  there  was  no 
malice  on  antipathy  against  Mr.  Poole's  banks  which  would  work  to 
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his  detriment  of  my  own  volition,  that  between  6  and  12  months 
ago — I  think  it  was  in  probably  October  or  November  last  year— I 
arranged  to  have  his  bank  designated  as  a  depositary  for  five  or  six 
minor  railroads,  and  gave  him  five  or  six  accounts  which  he  was  not 
expecting,  and  for  which  he  came  over  and  expressed  his  deep  gratifi- 
cation and  appreciation. 

The  Chairman.  What  date  was  that? 

Mr.  WiLLiAks.  I  think  it  was  in  November,  1918.  There  is  a  con- 
crete illustration  as  to  the  probability  of  Mr.  Poole's  statement  hav- 
ing been  founded  upon  fact.  It  was  manifestly  impossible  to  dis- 
tribute all  railroad  accounts  in  every  bank — it  can  not  be  done.  But 
I  did  have  the  opportunity,  as  Director  of  Finance,  of  placing  some 
of  those  accounts,  and  as  an  evidence  of  the  incorrectness  of  Mr. 
Poole's  statement,  I  call  your  attention  to  the  fact  that  five  or  six 
accounts  were  placed  with  Mr.  Poole's  bank  in  October  or  November 
of  last  year,  and  I  understand  that  the  balances  which  they  have  car- 
ried have  run  from  $40,000  to  $50,000  or  $60,000  a  month. 

The  Chairman.  How  about  these  local  taxes?  Did  you  have  any 
supervision  over  the  deposit  of  those? 

Mr.  Williams.  Have  I  impressed  that  incident  of  the  railroad 
accounts  upon  the  committee,  that  there  was  a  matter  which  I 
deliberately  gave  to  Mr.  Poole's  bank?  I  will  say  here  that  I  had 
felt  that  Mr.  Poole  seemed  to  be  working  prettly  hard  for  the  Liberty 
Loan,  and  I  thought  it  a  little  recognition  which  I  was  entitled  to 
extend  to  him. 

Senator  Fletcher.  That  was  all  after  this  conversation? 

Mr.  Williams.  That  was  approximately  a  year  after  the  incident 
when  he  says  I  assured  him  he  could  never  get  any  consideration 
from  me  as  long  as  Mr.  Hogan  was  a  member  ot  his  board,  and  when 
he  was  before  you  a  few  days  ago  he  refrained  from  mentioning  that 
incident  and  those  five  or  six  accounts,  with  the  balances  averaging 
every  month  something  like  $30,000  to  $60,000. 
■   Senator  Calder.  Did  he  know  you  had  caused  this  deposit? 

Mr.  Williams.  He  wrote  me  and  thanked  me,  expressed  his  deep 
gratification  and  appreciation  of  the  consideration  which  was  ex- 
tended to  his  bank  as  manifested  by  the  opening  of  those  accounts. 
He  came  to  my  office  some  time  last  year  with  several  members  of  the 
Rotary  Club,  or  Rotary  Committee,  and  I  said  to  him,  "  By  the  way, 
I  had  the  pleasure  of  having  several  accounts  opened  with  your  bank 
some  time  ago/'  He  said,  u  Oh,  yes.  I  wrote  you  a  letter  expressing 
my  thanks  for  it."  As  a  matter  of  fact,  I  had  not  seen  the  letter, 
which  was  -a  mere  acknowledgement  which  was  filed  without  being 
shown  to  me.  But  he  had  expressed  to  me  his  appreciation  for  my 
opening  those  accounts. 

Here  are  deposits  in  the  Federal  National  Bank,  United  States 
Government  deposits,  District  tax  fund  deposits,  postal  savings 
funds.  There  are  three  Government  or  quasi-Government  deposits. 
The  United  States  deposit  in  November,  1917,  was  $78,201 ;  in  Decem- 
ber it  was  $73,349.21;  1918,  January,  $85,806.45:  February, 
$77,314.05;  March,  $70,410.38;  April,  $76,553.94;  May  $76,343.21; 
June.  $77,303.19:  July,  $78,399.02:  August,  $74,481.53;  September, 
$79,687.61;  October,  $78,284.89;  November,  $76,081.20;  December, 
$76,609.51;  1919,  January,  $77,898.32;  February,  $78,216;  March, 
$78,039.59;  April,  $76,725*37;  Mav.  $80,473.35;  June,  $80,231.44. 
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Senator  Fletcher.  What  year  ? 

Mr.  Williams.  That  is  from  1917  to  June,  1919.  Then  comes  the 
District  tax  account.  You  asked  me  about  that,  Senator,  a  moment 
ago.    In  November,  1917,  it  was  $156,333.33,  and  then  it  continues: 


December,  1917 $121,333.33 

January,  1918 76, 783.  20 

February,    1918 52,500.00 

March,  1918 35, 000.  00 

May.    1918 66,346.99 

June,   1918 868,050.00 

July,    1918 385,509.68 


August,  1918 $329,639.00 

September,  1918 216,500.00 

October,  1918 125, 709.  68 

November,   1918 40,413.33 

May,    1919 43,669.35 

June,   1919 273,125.00 

July,  1919 285, 000. 00 


October,  1918  $23,191.00 

November,   1918 23,932.00 

December,    1918 24,795.00 

January,   1919 67,297.00 

February,  1919 87,893.00 

March,  1919 85,729.00 

April,  1919 101,042.00 

May,  1919 99, 712. 00 

June,  1919 85,153.00 

July,  1919 85,  423. 09 


Here  is  another  Government  deposit  with  which  I  have  no  connec- 
tion -whatsoever,  the  postal  savings. 

November,  1917 $19,092.00 

I>eceniber,  1917 18, 372. 00 

January,  1918 19,424.00 

February,  1918 20, 231, 00 

March,  1918 20, 885. 00 

April,  1918 20, 890. 00 

May,  1918 20,  897. 00 

June.  1918 20,897.00 

July,  1918 20, 886.  00 

Ausrust.  1918 22,412.00 

September,  1918 22,412.00 

There  is  a  list  of  some  of  the  public  and  quasi  public  deposits. 
Does  that  answer  your  question,  Senator  ? 

Senator  Fletcher.  The  only  question  would  be  whether  that  is  a 
fair  proportion  of  the  tax  money. 

The  Chairman.  Do  you  pass  on  the  banks  that  receive  those  de- 
posits? 

Mr.  Williams.  Do  I  determine  the  matter? 

The  Chairman.  Yes. 

Mr.  Williams.  I  do  not.  The  Secretary  of  the  Treasury  does 
that. 

The  Chairman.  Does  he  consult  with  you? 

Mr.  Williams.  I  think  the  items  he  asks  for  generally  are  the  in- 
dividual deposits  of  the  banks,  total  resources,  probably,  and  several 
other  items. 

The  Chairman.  You  would  not  have  your  attention  brought  to  it, 
unless  he  made  some  special  request  for  special  information? 

Mr.  Williams.  It  has  been  customary  a  great  many  years  for  the 
Secretary  to  get  from  the  comptroller's  office,  in  the  spring  of  the 
year,  a  memorandum  or  statement  regarding  the  condition  of  the 
national  banks  of  the  District,  with  a  view  to  depositing  in  them 
such  proportion  of  the  District  funds  as  public  interest  seems  to  re- 
quire. That  has  been  customary  for  a  great  many  years.  I  think 
it  was  in  1914  when  that  inquiry  came  to  my  office  for  general  in- 
formation in  regard  to  the  national  banks  of  the  District.  I  called 
the  attention  of  the  Secretary  of  the  Treasury  to  the  fact  at  that 
time  that  one  of  the  banks  of  the  District  was  carrying  a  very  much 
smaller  proportion  of  its  assets  in  commercial  loans  than  the  other 
9  banks  or  10  banks,  or  whatever  it  was,  and  the  Secretary  of  the 
Treasury  in  alloting  the  funds  that  year,  and  the  several  years  there- 
after, eliminated  one  of  those  banks  from  the  list,  and  his  reasons 
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for  doing  so  were  set  forth  at  great  length  in  the  affidavit  of  the 
Secretary  of  the  Treasury  in  the  Kiggs  case. 

The  Chairman.  That  was  the  Riggs  Bank? 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  So  I  take  it  that  neither  the  Fleet  Corporation 
funds  nor  the  tax  funds  came  directly  under  your  supervision  as  to 
the  deposits  ? 

Mr.  Williams.  They  did  not. 

The  Chairman.  That  is,  that  they  had  full  power  to  put  them 
wherever  they  chose  ? 

Mr.  Williams.  And,  as  I  have  stated,  Mr.  Hogan]s  allegation  or 
charge  to  the  effect  that  they  must  have  been  deposited  where  I  said 
was  unfounded.  , 

I  call  your  attention  to  the  fact  that  in  the  winter  of  1918,  as  to 
the  Federal  National  Bank,  so  far  from  having  been  discriminated 
against  in  the  matter  of  deposits,  I  think  we  will  find  that  from  a 
third  to  a  half  of.  all  of  its  deposits  were  Government  or  quasi  Gov- 
ernment deposits,  more  than  any  other  bank  in  the  District,  by  far, 
to  the  best  of  my  knowledge  and  belief. 

Senator  Gronna.  I  have  been  reading  Mr.  Poole's  testimony,  Mr. 
Williams,  and  I  find  no  disagreement  between  you  and  him  so  far  as 
the  deposits  are  concerned.  There  is  just  this  difference,  that  he  uses 
the  word  "  Designated,"  he  was  designated  as  depository,  but  he  was 
not  "approved  by  your  office.  There  is  the  only  difference.  It 
seems  tnat  these  corporations  had  the  authority  to  designate  their 
own  depositaries.  That  seems  to  be  the  only  difference  between  you 
and  Mr.  Poole. 

Mr.  Williams.  They  did  not  have  to  be  approved  by  my  office  at 
any  time.  And,  as  I  hav  shown,  as  far  as  the  record  goes,  the  first 
communication  from  the  Shipping  Board  to  the  Secretary  of  the 
Treasury — I  do  not  know  how  long  thereafter  it  came  to  my  office — 
was  on  January  5.  They  asked  for  the  approval  of  the  Federal  Na- 
tional. In  the  letter  of  the  10th  they  asked  for  the  approval,  and 
January  11,  the  day  that  was  received,  it  appears  the  Secretary's 
office  wrote  to  the  Shipping  Board  with  a  view  to  returning  to  the 
Federal  Treasury  all  Shipping  Board  funds. 

The  Chairman.  You  really  did  not  know  what  the  deposits  were, 
yourself? 

Mr.  Williams.  I  did  not.  And,  as  I  state,  I  asked  Mr.  Cooksey  if 
he  had  any  recollection  of  the  matters  being  discussed  with  us,  and 
he  said  that  if  there  was  any  discussion,  "  Your  statement  must  have 
been  to  the  effect  that  the  Federal  National  would  be  satisfactory, 
because  we  made  no  change."  In  other  words,  if  I  had  reported  to 
him  that  the  Federal  National  Bank  was  in  a  weak  condition  or 
congested  condition,  the  presumption  is  that  some  other  bank  would 
probably  have  been  suggested  in  lieu  of  it.  But  those  suggestions 
related  to  the  solvencv  of  the  banks. 

In  January,  1918,  the  total  deposits  in  the  Federal  National  Bank 
were  about  six  and  a  half  million,  and  the  public  deposits  of  various 
sorts  about  three  millions,  so,  instead  of  being  discriminated  against, 
if  there  is  any  charge  of  discrimination,  it  should  be  in  favor  of 
that  bank.    There  has  been  no  symptom  of  discrimination  against  it 
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Attached  to  these  letters  of  January  5  and  10,  in  regard  to  the 
approval  of  the  Federal  National  Bank,  there  is  a  memorandum 
from  Mr.  Cooksey  dated  January  21 : 

May  I  ask  what  you  would  suggest  in  this  connection? 

It  appears  to  have  been  received  there,  and  10  days  later  was 
sent  over  to  my  office  for  any  suggestions. 

The  Chairman.  What  is  the  date  of  that? 

Mr.  Williams.  January  21,  1918,  10  days  after  Secretary  Leffing- 
well  had  written  with  a  view  to  the  transfer  of  the  whole  business 
back  to  the  Treasury,    To  which  my  office  has  a  memorandum : 

To  Mr.  Cooksey  : 

I  understand  that  the  comptroller  talked  with  you  on  'phone  about  this 
matter,  and  that  no  further  action  from  the  comptroller  is  expected. 

January  29,  1918,  the  arrangements  had  been  made  and  prac- 
tically completed  or  in  process  for  the  transfer  of  all  the  Shipping 
Board  funds  to  the  Treasury.  Therefore  the  matter  was  disposed 
of  in  that  way. 

Answers  unnecessary,  because  funds  of  the  corporation  have  been  trans- 
ferred to  the  Treasury. 

If  there  is  any  link  that  is  not  complete,  I  would  like  to  have  it 
suggested,  to  show  that  there  has  been  absolutely  no  ground  what- 
soever for  the  charge  of  discrimination. 

I  want  to  make  this  statement,  and  suggest  that  it  might  be  well, 
Mr.  Chairman  and  gentlemen,  to  give  the  Chatham-Phoenix  Bank 
the  opportunity  for  denying  there  was  any  justification  whatsoever 
for  the  statements  made  by  Mr.  Hogan  to  the  effect  that  any  such 
proposition  had  ever  been  made  by  or  on  behalf  of  that  bank  to  get 
Shipping  Board  funds  indirectly  in  the  manner  suggested  by  these 
two  jnen. 

I  do  not  think  I  have  discussed  with  you  the  statement  fully  which 
Mr.  Poole  made  on  his  visit  to  my  office  of  December  20,  when  he 
made  that  mysterious  suggestion,  that  he  had  been  told  by  someone 
that  if  he  would  deposit  funds  with  the  Chatham-Phoenix  Bank 
in  New  York  he  could  get  a  large  amount  of  Shipping  Board  funds. 
When  he  made  that  statement  to  me  I  regarded  it  as  preposterous, 
and,  I  might  also  say,  as  almost  infamous.  I  denounced  the  propo- 
sition instantly  when  he  made  it,  that  there  could  be  any  ground 
or  any  justification  for  any  such  statement  by  anyone.  I  thought  it 
a  most  improbable  story,  and  if  true,  exceedingly  culpable,  and  I 
said  to  him : 

All  right.    If  you  think  it  is  true,  go  and  try  it. 

His  statement  to  that  effect  is  correct.    I  said : 

Try  it,  and  see  if  you  can  get  any  funds  that  way. 

I  told  him  to  do  that  because  I  regarded  the  statement  as  a  mali- 
cious fabrication  by  some  enemy  of  the  administration  who  was 
trying  to  involve  those  gentlemen,  against  whom  they  were  hitting, 
and  who  were  men  absolutely  above  reproach,  and  who  would  not 
countenance  for  one  second  any  suggestion  or  intimation  of  any  such 
deal  or  transaction  as  that.  I  regarded  it  as  an  insult  to  the  gentle- 
man who  was  connected  with  the  Chatham-Phoenix  Bank,  as  well 
as  those  who  were  connected  with  the  Shipping  Board,  and  I  did 
not  believe  there  was  an  iota  of  justification  or  foundation  for  the 
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story.  But  I  said,  "If  you  think  there  is  anything  in  it,  go  and 
try  it  and  see  if  you  can  get  any  Shipping  Board  fund  deposit  that 
way."  And  if  he  tells  you  the  truth,  he  will  tell  you  that  I  was  in- 
dignant at  the  suggestion  that  hk  should  undertake  to  represent  to 
me  that  any  one,  any  responsible  person,  should  have  made  to  him 
any  such  suggestion.  He  did  not  give  the  name  of  the  person  who 
made  it.  I  do  not  recall  that  I  asled  him  the  name.  I  felt  no  in- 
terest in  it.    But  I  did  denounce  it  as  obviously  false. 

Senator  Fletchbb.  Who  were  the  officers  of  the  Chatham-Phoenix  ? 

Mr.  Williams.  Mr.  Kauffman  is  the  president  of  it.  Mr.  Rolfe 
Boiling  at  that  time  was  one  of  its  vice  presidents,  a  man  of  the 
most  unblemished  reputation.  There  is  no  man  in  the  city  who  stands 
higher  for  integrity,  or  who  would  view  with  more  disdain  and  ab- 
horrence a  suggestion  of  anything  of  that  sort.  I  will  say  the  same 
as  to  his  brother  who  was  connected  at  that  time  with  the  financial 
department  of  the  Shipping  Board,  and  I  assume  that  they  were 
trying  to  slander  one  or  the  other  of  those  gentlemen  by  some  such 
frame-up  as  that,  which  I  denounced  in  unmeasured  language  to  Mr. 
Poole  as  soon  as  he  mentioned  it  to  me. 

I  may  also  show,  as  a  further  indication  of  the  fact  that  I  was 
not  en  rapport  with  the  operations  of  the  Shipping  Board;  I  did 
not  know  that  the  Shipping  Board  had  any  account  with  him.  I 
was  assuming  that  he  was  complaining  or  whining  that  he  ought  to 
have  some  account,  but  it  seems  that  at  that  very  time  he  had  five 
or  six  hundred  thousand  dollars  there.  My  statement  to  him,  "  Go 
and  try  it,"  was  based  upon  the  theory  that  he  had  no  account. 

Also,  I  want  to  denounce  his  statement  that  I  undertook  to  tell 
him  about  the  Metropolitan  Bank's  being  a  depositary.  I  think  that 
was  a  statement  which,  as  far  as  I  know,  was  made  without  any 
justification  at  all.  I  have  no  recollection  whatsoever  of  alluding 
to  the  Metropolitan  National  Bank  as  being  one  of  the  depositaries. 

As  to  the  Chatham-Phoenix  National  Bank,  I  think  it  quite  possi- 
ble that  I  may  have  mentioned  to  him  that  I  was  under  the  im- 
pression that  the  Chatham-Phoenix  might  have  been  one  of  the  de- 
positaries at  that  time  of  the  Shipping  Board  as  a  reason  for  there 
being  still  less  justification  for  that  story  that  they  were  trying  to 
get  indirect  deposits  if  they  had  direct  deposits. 

I  think  that  the  Phoenix  National  Bank  probably  had  been  passed 
upon  some  months  before  as  being  a  bank  in  good  condition.  But, 
as  I  say,  I  do  not  recall  vividly  whether  or  not  there  was  any  men- 
tion made  of  the  Chatham-Phoenix  National  Bank  being  a  de- 
positary, but  I  will  say  that  it  would  have  been  a  very  natural  thing 
for  me  to  have  said,  if  it  had  occurred  to  me  at  that  time,  that  the 
Chatham-Phoenix  was  a  depositary,  or  had  been  approved,  and  to 
say,  "  Why  should  the  Chatham-Phoenix  try  to  get  deposits  in  an 
indirect  way,  if  they  are  already  a  depositary";  in  other  words,  as 
indicating  that  the  frame-up  or  the  story  which  he  had  brought  to 
me  was  absurd  from  any  point  of  view  that  you  would  view  it. 

I  respectfully  submit,  Mr.  Chairman,  and  suggest  to  you,  if  it  has 
not  been  cleared  up  to  the  satisfaction  of  your  committee,  that  some 
one  be  summoned  who  can  give  you  the  truth  about  this  allegation  of 
Mr.  Poole  in  regard  to  the  statement  that  he  was  requested  not  to  say 
anything  about  the  story  that  he  could  get  Shipping  Boai'd  deposits 
by  depositing  with  the  Chatham-Phoenix  Bank. 
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Mr-  Ramsey,  who  appeared  before  you,  has  told  you  that  as  far 
as  he  was  concerned  the  statement  was  untrue  and  unwarranted ;  but 
I  do  not  understand  that  anyone  has  appeared  here  thus  far  to  de- 
nounce or  to  pass  upon  the  correctness  of  Mr.  Poole's  statement  to 
the  effect  that  when  a  large  deposit  was  made  with  him  two  or  three 
weeks  after  or  some  time  after  his  statement  to  me  about  the  method 
of  getting  Shipping  Board  deposits  he  had  been  asked  not  to  say  any- 
thing about  the  Chatham-Phoenix  account.  The  man  that  carried 
that  deposit  to  Mr.  Poole's  bank  from  the  Shipping  Board  is  entitled 
to  sav  whether  Mr.  Poole  told  the  truth  or  whether  he  falsified  before 
this  committee  in  saying  that  he  was  asked  not  to  say  anything 
about  that  story. 

Personally,  I  think  it  is  an  infamous  slander,  and  I  think  that  i  f 
you  bring  the  men  who  are  competent  to  pass  upon  it  they  will  tell 
you  so;  but  I  was  not  present,  and  knew  nothing  about  it.  I  want 
to  make  it  very  clear  that  I  knew  nothing  about  the  Shipping  Board's 
account  with  the  Federal  National  Bank  at  any  time  except  such  gen- 
eral information  as  may  have  been  in  my  files  from  the  formal  re- 
ports of  that  bank  as  to  which  I  will  mention  that  my  attention  had 
not  been  directed. 

Mr.  Poole  says  that  the  first  business  was  through  Mr.  Soleau,  Wil- 
liam L.  Soleau,  who,  I  suppose,  was  the  treasurer  or  disbursing  officer 
of  the  Shipping  Board.  I3erhaps  he  can  give  you  some  information 
on  that  subject. 

I  think  it  is  most  unfortunate  that  the  names  of  these  absolutely 
trustworthy  and  responsible  men  should  be  dragged  in  an  unpleasant 
way  into  this  testimony  without  any  evidence  of  any  sort  whatsoever 
to  corroborate  the  insinuations  which  are  made. 

Mr.  Poole  states  on  page  9  of  the  typewritten  copy  of  the  hearings 
of  Monday,  July  14,  that  Mr.  Ramsey  urged  a  generous  deposit  with 
the  positive  assurance  that  "  if  we  would  place  at  least  $100,000  there 
we  would  receive  in  a  few  days  not  less  than  $500,000  of  the  Emer- 
gency Fleet  Corporation's  funds."  At  that  very  time  the  bank  had 
about  $500,000,  as  I  understand  it,  or  maybe  more:  anyhow,  they 
had  a  large  deposit  of  the  Shipping  Board's. 
He  says : 

I  did  not  tell  Ramsey  we  already  had  an  account.  I  did  tell  him  I  would 
think  it  over. 

Mr.  Ramsey  has  made  his  statement  to  you,  and  I  think  they  should 
be  entitled  to  great  weight  as  offsetting  the  improbable  and  unfair 
statements  of  Mr.  Poole  in  that  connection.  I  do  think  that  the 
committee  should  be  informed  as  to  whether  there  was  any  ground 
whatsoever  for  the  suggestion  which  he  claims  was  made  when  the 
large  deposit  was  made  with  him  two  or  three  weeks  after  his  in- 
forming me  of  the  suggestion  which  had  reached  him,  "  Please  don't 
say  anything  about  the  Chatham-Phoenix."  It  was  evidently  with- 
out the  slightest  justification. 

Gentlemen,  this  is  a  very  hot  evening,  and  I  do  not  want  to  tax 
your  patience  any  more  unless  there  are  some  points  in  the  testimony 
that  I  have  not  been  able  to  close  up. 

The  Chairman.  How  much  time  do  you  think  you  will  require  to 
close  your  statement? 

Mr.  Williams.  It  depends  on  how  many  witnesses  you  have  still 
to  hear. 
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The  Chairman.  Up  to  date,  have  you  finished  with  your  reply  ? 

Mr.  Williams.  I  have  not  answered  Mr.  Hogan  as  yet,  except  as  to 
these  two  particular  questions.  What  other  witnesses  am  I  expected 
to  reply  to  ?    I  hoped  to  have  Mr.  McFadden  to-day. 

The  Chairman.  Do  you  want  to  reply  to  Mr.  Hogan  now  ?  If  you 
do,  you  may  as  well  proceed. 

Mr.  Williams.  I  would  prefer  to  take  that  up  anew  at  the  start. 
These  two  incidents  I  thought  we  might  get  out  of  the  way  this  after- 
noon. I  have  referred  to  the  Shipping  Board  matter  and  the  Red 
Cross  matter. 

The  Chairman.  We  want  to  finish  this  hearing  some  time,  Mr. 
Williams,  and  I  do  not  know 

Mr.  Williams.  What  other  witnesses  would  you  like  me  to  answer  ? 

The  Chairman.  I  do  not  know  of  any  other  witnesses. 

Mr.  WiijLiams.  Will  you  get  Mr,  Jones? 

The  Chairman.  Mr.  Jones  was  here  this  morning;  he  is  not  here 
now. 

Senator  Gronna.  I  understand  he  is  right  here  [indicating  clerk's 
office]. 

The  Chairman.  How  much  more  time  do  you  think  you  will  need 
in  order  to  finish,  Mr.  Williams? 

Mr.  Williams.  You  mean,  if  there  are  no  more  witnesses? 

The  Chairman.  Yes. 

Mr.  Williams.  I  think  in  two  or  three  hours  I  can  get  through. 

The  Chairman.  You  want  two  or  three  hours  more? 

Mr.  Williams.  Perhaps  less. 

The  Chairman.  Mr.  Jones,  do  you  want  to  go  on  this  afternoon  ? 

Mr.  Jones.  I  would  rather  not  until  I  get  the  testimony  taken  sub- 
sequently to  my  former  statement. 

The  Chairman.  Have  you  seen  your  statement? 

Mr.  Jones.  No,  sir;  I  have  not. 

The  Chairman.  To-morrow  we  have  other  matters  before  the  com- 
mittee. 

Mr.  Williams.  Mr.  Chairman,  may  I  inquire  whether 

The  Chairman.  I  can  not  promise  you  that  there  will  be  no  mare 
witnesses,  but  if  there  are  you  will  have  ample  opportunity  to  reply* 

Mr.  Williams.  I  would  like  especially  to  have  the  opportunity  of 
having  Representative  McFadden  come  before  the  committee. 

The  Chairman.  Well,  all  I  can  say  is  that  Mr.  McFadden  has  been 
notified;  he  was  notified  this  morning. 

The  committee  will  adjourn  as  to  this  matter  until  Wednesday 
morning  at  10  o'clock. 

(Whereupon,  at  3.45  o'clock  p.  m.,  the  hearing  in  this  matter  was 
adjourned  until  Wednesday,  July  23,  1919,  at  10  o'clock  a.  m. 
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United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washdngtorij  D,  C. 
The  committee  met,  pursuant  to  adjournment,  at  10.30  o'clock 
a.  m.,  in  the  committee  room,  Senate  Office  Building,  Senator  George 
P.  McLean  presiding. 

Present:  Senators  McLean  (chairman),  Gronna,  Newberry,  Keyes, 
and  Fletcher. 

The  Chairman.  The  committee  will  be  in  order.  Proceed,  Mr. 
Jones. 

STATEMENT  OF  ML  E.  A.  TONES,  OF  UNIONTOWN,  PA.— Resumed. 

Mr.  Jones.  Mr.  Chairman  and  gentlemen  of  the  committee,  this 
statement,  of  course,  is  supplementary  to  my  former  statement,  and, 
as  I  explained  at  that  time,  I  did  not  have  the  records  of  the  United 
States  courts  with  which  to  establish  certain  facts  that  I  then  men- 
tioned in  connection  with  the  sale  of  the  bank  building  and  the  ad- 
ministration of  this  trust  stock  in  the  hands  of  Comptroller  Wil- 
liams, which  now  I  want  to  submit,  together  with  such  explanation 
as  may  be  necessary  in  order  that  the  record  may  be  intelligible. 

In  reply  to  the  suggestion  of  members  of  the  committee  that  I  sub- 
mit some  data  with  reference  to  the  value  of  the  building,  I  wish  to 
say  that  the  bank  building  property  is  an  11-story  building,  145  feet 
3  inches  on  Main  Street,  153  feet  5  inches  on  Peters  Street,  including 
the  opera  house,  assessed  now  at  $300  000  and  sold  February  23,  1918, 
for  $700,000. 

The  Frock  Building,  another  building  fronting  on  the  same  street, 
one  end  a  two-story  building,  78.31  feet  on  Main  Street,  assessed  at 
$37,000,  sold  June  6, 1919,  at  $115,000. 

Clagett  property,  two  story,  36  feet  front  on  Main  Street,  assessed      v 
at  $20,000,  sold  June  7,  1919,  at  $61,000.    The  Clagett  property,  two      tX 
stories,  sold  for  $1,600  per  front  foot;  the  bank  building,  11  stories,    ^ 
sold  for  about  $4,600  per  front  foot.    The  bank  building  being  more     a 
than  five  times  as  high  ought  to  be  worth  five  times  as  much,  or 
$8,000  a  front  foot,  almost  twice  what  it  sold  for.    I  am  told  that 
James  I.  Feather,  the  purchaser,  had  that  building  appraised  by  a 
competent  engineer,  but  I  did  not  get  his  name  because  I  am  in- 
formed that  this  committee  does  not  have  authority  to  subpoena 
witnesses — I  mean,  at  least,  it  is  not  the  policy  to  subpoena  witnesses. 

The  Chairman.  That  depends  entirely  upon  circumstances. 
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Mr.  Jones.  That  may  be.  My  point  with  reference  to  the  building 
is  that  by  selling  it  when  it  was  sold,  it  or  its  value,  whether  $700,000 
or  $1,800,0000,  was  unnecessarily  lost  to  these  stockholders.  It  is 
not  a  question,  gentlemen,  as  to  the  actual  value  of  the  building. 
The  point  is  that  the  building  was  taken  from  the  stockholders  by 
the  comptroller  while  the  comptroller  had  collateral  that  he  ought 
to  have  first  disposed  of,  and  saved  the  bank  building;  that  is,  the 
proceeds  of  the  .bank  building  only  could  go  toward  the  payment  of 
deposits,  but  the  proceeds  of  this  collateral  stock  were  to  be  applied 
not  only  to  the-  payment  of  depositors  but  to  other  purposes,  and 
when  they  sold  the  building  to  pay  the  depositors  then  the  comp- 
troller has  in  his  hands  this  stock  to  apply  the  proceeds  to  other  pur- 
poses outside  that  of  the  payment  of  the  debts  of  the  bank. 

Before  I  go  into  the  records  I  want  to  submit,  in  connection  with 
my  former  statement,  some  matters  with  reference  to  the  testimony 
of  Mr.  Williams,  Mr.  Sherrill  Smith,  and  Mr.  Strawn. 

Mr.  Sherrill  Smith  and  John  H.  Strawn  stated  that  foreigners  were 
deceived  by  bank  officials,  induced  to  loan  money  to  private  individ- 
uals when  they  thought  they  were  putting  their  money  in  bank  on 
time  deposit.  That  may  be  true.  I  do  not  for  one  moment  defend 
or  justify  such  banking  methods.  But  let  us  see.  There  were  34 
suits  brought  in  our  local  court  on  such  claims,  aggregating  $43,- 
934.40.  In  all  of  these  cases  Strawn  filed  affidavits  of  defense,  and 
swore  as  follows: 

3.  He  believes  there  is  a  just  and  legal  defense  to  the  claim  of  the  plaintiffs, 
and  the  facts  on  which  he  bases  that  belief  are  that  the  books  of  the  bank  show 
no  indebtedness  to  the  plaintiffs,  and  that  he  has  been  advised  and  expects 
to  be  able  to  prove  that  no  fraud,  deception,  or  misrepresentation  was  practiced 
upon  the  plaintiffs,  or  either  of  them,  and  that  the  said  bank  is  not  liable  on 
account  of  the  transaction  of  which  complaint  is  made. 

Mr.  Strawn  swears  in  34  affidavits  of  defense  that  he  was  advised 
that  there  were  no  misrepresentations  and  no  deception.  Two  of 
those  cases  have  been  tried  in  court,  and  verdicts  rendered  in  favor 
of  the  bank.  But,  gentlemen,  what  has  that  to  do  with  the  admin- 
istration of  the  assets  of  this  bank  by  Mr.  Williams? 

Mr.  Strawn  further  testifies  that  there  were  $400,000  of  these 
claims — that  is,  where  foreigners  were  alleged  to  have  been  deceived; 
and  yet  Mr.  Buchanan  told  me  in  Mr.  Strawn's  presence  in  Mr. 
Williams's  office,  on  July  11, 1919,  that  of  this  $400,000  the  foreigners 
had  sued  the  makers  of  the  notes  for  $200,000 ;  and  that  eliminated 
that  much  of  the  $400,000  from  any  consideration.  And  yet  Mr. 
Strawn  tells  you  that  there  were  $400,000  involved  in  that  feature 
of  the  settlement  of  this  bank.  There  were  suits  brought  for  but 
$43,000  of  this  $400,000,  as  Mr.  Strawn  claims. 

Now,  gentlemen,  please  do  not  put  this  bank  in  the  class  of  in- 
solvent banks,  resulting  from  defalcations — that  is,  where  the  bank 
was  looted  by  its  officials.  Such  is  not  the  case.  Mr.  Thompson 
overinvested  in  coal  lands,  had  his  friends  do  the  same,  and  they 
in  turn  borrowed  too  much  money  from  this  bank,  and  thus  ex- 
hausted its  cash,  could  not  replenish  it,  and  the  bank  was  closed. 

One  witness  says  there  were  overdrafts.  Maybe  we  can  account 
for  that.  Before  blaming  Mr.  Thompson  too  much,  I  suggest  that 
you  ask  Mr.  Williams  three  questions. 
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First,  "  Did  you,  Mr.  Williams,  or  your  department,  write  a  letter 
or  letters  to  banks  advising,  or  suggesting,  before  that  bank  was 
closed,  that  they  unload  Thompson  paper  ?  " 

I  have  been  told  a  banker  came  to  Washington  before  that  bank 
was  closed  with  one  of  those  letters  to  show  it  to  Mr.  Williams  if  he 
denied  it.  One  official  of  that  bank  told  me  just  after  the  bank  was 
closed,  when  I  asked  him  if  he  had  seen  any  of  those  letters,  that  he 
had  jiot  seen  the  letter,  but  that  Thompson^  paper  was  presented  to 
the  bank  for  payment  "  in  a  flood,"  as  ne  expressed  it. 

The  second  question  I  want  you  to  ask  Mr.  Williams  is,  "  Mr.  Wil- 
liams, did  you  advise  your  bank  examiners  to  intimate,  suggest,  or 
direct  bankers  over  the  country  to  unload  Thompson's  paper  ?  " 

A  man  who  paid  a  $20,000  note  of  Thompson's  in  a  bank  told 
me  within  the  last  two  weeks  that  he  had  a  friend  down  South  in 
the  banking  business,  and  that  the  friend  told  him  that  the  examiner 
who  visited  his  bank  so  instructed  that  bank. 

Third,  "  Mr.  Williams,  if  you  did  either  of  those  two  things — write 
a  letter  or  give  vour  examiners  such  instructions — when  did  you  do 
it?"  ~ 

I  submit,  gentlemen,  that  until  Mr.  Williams  answers  those  three 
questions  there  ought  to  be  a  serious  doubt  in  your  minds  as  to  the 
propriety  of  confirming  his  appointment. 

Gentlemen  of  the  committee,  that  may  explain  why  Thompson 
borrowed  so  much  money  from  this  bank;  why  he  had  his  friends 
borrow  so  much  money  from  this  bank;  why  he  borrowed  money  from 
every  man,  woman,  and  child  in  our  community  from  whom  he  could 
borrow  money ;  and  why  he  paid  a  bonus  to  the  amount  of  5,  10,  20, 
or  30  per  cent.  If  Mr.  Williams  deliberately  disturbed  Mr.  Thomp- 
son's credit  and  thus  drained  the  cash  out  of  that  bank  and  out  of 
our  community,  is  there  a  man  on  this  committee  that  would  recom- 
mend his  confirmation?  E.  S.  Hackney's  name  was  mentioned  as  a 
man  who  withdrew  his  deposit  of  $250,000.  Mr.  Hackney  told  me, 
just  after  the  bank  was  closed,  that  he  put  that  $250,000  in  cash  in  the 
bank  to  help  the  bank ;  that  Mr.  Williams  sent  for  him  and  made  him 
take  it  out  as  a  deposit.  Would  it  not  be  interesting  and  pertinent, 
as  bearing  upon  Williams's  confirmation,  to  know  how  long  he  per- 
mitted the  innocent  public  to  deposit  in  that  bank  after  he  made  Mr. 
Hackney  withdraw  what  Williams  called  an  unlawful  deposit? 

Strawn  says  that  Mr.  Thompson  called  the  public  meeting  held  in 
the  courthouse  on  February  22,  1918,  to  remonstrate  against  the  sale 
of  the  bank  building.  That  is  not  true.  I  called  that  meeting  myself 
and  paid  out  of  my  own  pocket  for  the  telegram  to  Mr.  Williams  by 
which  I  conveyed  to  Mr.  Williams  the  substance  of  the  remonstrance 
that  was  passed  at  that  meeting. 

Now,  bear  with  me  a  moment  further  and  I  will  remove  another 
bit  of  rubbish  from  this  record.  As  I  said  before,  I  attended  the 
sessions  of  your  committee  on  the  8th  and  9th  of  July,  and  when  I 
got  home  to  Uniontown  on  the  morning  of  the  10th  I  found  this 
letter,  which  I  now  offer  in  evidence. 

Senator  Fletcher.  Before  you  pass  from  that  may  I  ask  if  you 
^ere  then  Mr.  Thompson's  counsel  ? 

Mr.  Jones.  No,  sir ;  I  have  never  been  Mr.  Thompson's  counsel. 

Senator  Fletcher.  Whom  do  you  represent? 

Mr.  Jones.  I  represent  the  independent  stockholders  of  this  bank. 
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Senator  Fletcher.  Who  are  they  ? 

Mr.  Jones.  You  mean  by  name? 

Senator  Fletcher.  Give  us  an  idea  of  the  amount  of  stock  they 
owned. 

Mr.  Jones.  Mr.  Thompson  owned,  at  the  time  he  went  into  bank- 
ruptcy, 614  shares  of  stock;  Mr.  Hackney  owned  175  shares;  and, 
then,  all  the  remaining  stockholders,  prooably  some  18  or  20  per- 
sons interested,  owned  the  balance  in  small  quantities  of  from  2  to 
10  or  20  shares. 

Senator  Fletcher.  How  much  was  the  balance? 

Mr.  Jones.  It  was  incorporated  at  $100,000.  There  were  1.000 
shares.  In  the  petition  I  presented  to  Pisttsburgh  to  intervene  in 
the  equity  case  I  represented  all  but  two  of  the  independent  stock- 
holders, and,  as  I  said  before,  that  petition  was  presented  at  the 
suggestion  of  the  trustees  of  Mr.  Thompson  in  bankruptcy — that  is, 
I  mean  they  cooperated  with  it — so  that  at  the  time  I  went  to  Pitts- 
burgh, to  present  that  petition  to  intervene,  I  had  authority  from 
at  least  800  of  the  1,000  shares  of  stock. 

Senator  Fletcher.  You  represented  those  people  when  you  ap- 
peared down  here  in  Washington? 

Mr.  Jones.  Certainly.  I  have  never  been  discharged,  as  far  as  I 
know. 

Senator  Fletcher.  You  may  have  represented  somebody  else  be- 
sides them. 

Mr.  Jones.  I  understand.    But  I  do  not. 

Senator  Fletcher.  You  represented  then,  and  represent  now, 
these  independent  stockholders '( 

Mr.  Jones.  That  is  exactly  whom  I  represent. 

Senator  Fletcher.  Will  vou  name  them  and  the  number  of  shares 
they  own? 

Mr.  Jones.  I  had  authority  from  Judge  Umbel  to  represent  E.  S. 
Hackney.  Mr.  Hackney  was  at  that  time  in  the  South.  I  had  au- 
thority by  power  of  attorney  regularly  signed,  formally  drawn  up. 
Frank  Semans  signed  that  power  of  attorney. 

Senator  Fletcher.  How  many  shares  did  each  one  have? 

Mr.  Jones.  We  will  get  that  from  the  record  in  a  minute.  I  might 
sav  to  the  committee  that  when  I  visited  Mr.  Williams  down  inliis 
office  on  July  11  to  get  some  information  I  wanted  to  get  from  him, 
he  consumed  more  time.  Senator  Fletcher,  in  his  effort  to  get  me  to 
say  whom  I  represented,  than  was  used  in  the  remainder  of  the  in- 
terview. And  if  he  sent  up  a  suggestion  to  you  to  ask  me  that  ques- 
tion, I  explained  this 

Senator  Fletcher  (interrupting).  I  asked  the  question  upon  my 
own  responsibility,  without  any  suggestion. 

Mr.  Jones.  I  want  to  say  that  Mr.  Williams  consumed  as  much 
time  in  trying  to  get  me  to  tell  him  whom  I  represented  at  that  in- 
terview as  he  did  in  telling  me  the  information  I  was  seeking  as  their 
attorney. 

Senator  Fletcher.  Of  couse,  I  know  nothing  about  the  interview 
and  nothing  about  the  suggestion. 

Mr.  Jones.  I  understand. 

Senator  Fletcher.  It  just  occurred  to  me  that  I  have  been  as- 
suming that  you  represented  Thompson.    I  thought  you  did. 

Mr.  Jones.  I  never  represented  Thompson. 
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Senator  Fletcher.  If  you  do  not  represent  Thompson,  then  I 
wanted  to  know  whom  you  did  represent,  that  is  all. 

Mr.  Jones.  I  represented  E.  S.  Hackney  by  authority  of  Judge 
Umbel,  his  attorney.  Mr.  Hackney  was  then  spending  the  winter 
in  the  South.  Frank  M.  Semans  signed  that  power  of  attorney, 
J.  D.  Rudy  signed  it,  J.  D.  Hess  signed  it,  the  executors  of  the  estate 
of  J.  M.  Husted  signed  it,  Delia  Mertz,  represented  by  the  executor 
of  her  father's  will,  signed  it. 

•  Senator  Fletcher.  You  do  not  have  the  number  of  shares  opposite 
each? 

Mr.  Jones.  Yes,  I  do. 

Senator  Fletcher.  Just  state  that. 

Mr.  Jones.  E.  S.  Hackney,  176  shares;  F.  M.  Semans,  65  shares; 
J.  D.  Rudy,  11  shares;  J.  D.  Hess,  11  shares;  Husted  estate,  20 
shares ;  Mertz  estate,  20  shares ;  Monroe  Hopwood — 

I  do  not  recall  whether  he  signed  that  or  not.    He  has  13  shares. 

Minnie  L.  Redburn,  10  shares ;  William  Hunt  estate,  10  shares. 

And  then  eight  members  of  the  Jeffries  family,  2  shares  each.  And 
in  addition  to  that,  as  I  said,  the  trustees  of  Mr.  Thompson  in 
bankruptcy  were  cooperating  with  me,  and  they  owned  614  shares. 

It  will  be  observed  that  Mr.  Buchanan's  letter,  which  I  submit,  is 
dated  July  8,  which  is  the  first  day  I  appeared  before  the  commit- 
tee, and  that  the  envelope  shows  it  was  mailed,  as  stamped,  July 
9,  at  12  p.  m. 

(The  letter  referred  to  is  copied  in  the  record  as  follows : 

Treasury  Department, 
Office  of  Comptroller  of  the  Currency. 

Washington,  July  8,  19J9. 
Mr.  A.  E.  Jones, 

Attorney,  Vniontoicn,  Pa.  . 

Dear  Sir:  Your  letter  addressed  to  the  Comptroller  of  the*  Currency  for 
my  attention  was  forwarded  to  me  and  on  account  of  a  washout  on  the  X.  &  W. 
Ry.  was  delayed  in  reaching  me  before  I  left  my  home  in  Virginia,  and  it  has 
just  been  received.  You  are  advised  that  the  shareholders'  bond  has  been  fixed 
at  $150,000  and  the  papers  are  being  prepared  for  the  election  of  shareholders' 
agent,  to  take  place  on  August  15,  30  days'  notice  being  required. 
Very  truly, 

B.  D.  Buchanan. 


Treasury  Department. 
Offlcp  of 
Comptroller  of  the  Currency. 
Return  after  five  days. 


[Envelope.] 


(Washington, 

July  9, 12  p.  m. 

D.  C.) 


(Stamp.) 


Mr.  A.  E.  Jones, 

Attorney  at  Law, 

Uniontown, 

Pa. 

Mr.  Jones.  Immediately  upon  receipt  of  that  letter  I  wired  Mr. 
Williams  for  an  interview  by  engagement  on  the  following  day.  I 
got  that  letter  on  the  10th.  I  In  d  been  down  here  on  the  8th  and 
fth.  and  sat  in  this  room  as  a  spectator,  simply  looking  after  the 
interests  of  mv  clients,  and,  as  I  raid,  when  I  arrived  home  I  found 
that  letter  on  my  desk  at  9.30  of  (he  10th.  I  immediately  wired  the 
comptroller,  and  received  no  repl  T  from  the  comptroller,  but  I  took 
the  train  at  12  o'clock  that  nig]  t  for  Washington.  I  arrived  in 
Washington  the  following  morning,  and  went  to  Mr.  Buchanan's 
office  at  9  o'clock,  and  asked  him  if  I  might  see  the  comptroller. 

The  Chairman.  What  did  you  wire  the  comptroller? 
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Mr.  Jones.  "  Buchanan  letter  received.  May  I  have  an  inter- 
view with  you  and  Mr.  Buchanan  to-morrow  in  Washington?'" 

I  got  no  reply  to  that,  but  I  came  to  Washington  anyway. 

The  Chairman.  You*had  no  reply? 

Mr.  Jones.  I  had  no  reply. 

Senator  Fletcher.  Let  me  understand  you.  You  were  then  repre- 
senting these  shareholders  you  have  named  ? 

Mr.  Jones.  Absolutely 

Senator  Fletcher.  And  you  say  you  still  represent  them?  You 
still  have  authority  to  represent  them? 

Mr.  Jones.  I  do,  so  far  as  I  have  not  been  discharged.  There  is 
not  a  man  of  the  bunch  of  them  who  has  said  to  me,  "  Jones,  you 
are  not  in  our  employ.'1    They  signed  that  power  of  attorney. 

Senator  Fletcher.  What  was  the  date  of  that? 

Mr.  Jones.  It  was  either  the  week  before  the  bank  building  was 
sold,  or  the  week  afterwards.  I  presented  that  petition  to  the  United 
States  court  to  intervene  in  the  equity  case  immediately  after  the 
power  of  attorney  was  signed,  and  that  petition  is  already  in  evi- 
dence. 

The  Chairman.  Have  you  any  correspondence  with  your  clients? 

Mr.  Jones.  To  show  my  authority  ? 

The  Chairman.  Recently.  Have  you  discussed  this  matter  with 
any  of  them? 

Mr.  Jones.  Certainly  I  have. 

The  Chairman.  By  correspondence? 

Mr.  Jones.  Certainly  I  have.  Mr.  Hess  was  in  my  office  the  other 
clay.  He  told  me  he  liad  to  lift  Mr.  Thompson's  note  of  $20,000  in 
the  i>ank,  where  the  bank  had  told  him  that  Mr.  Strawn's  examiner 
had  told  the  bank  to  unload  Thompson's  paper.  He  is  one  of  these 
stockholders  in  this  bank,  and  h£  has  Thompson's  note  for  $20,000 
to-day  that  he  had  to  pay. 

Senator  Fletcher.  You  say  that  telegram  was  not  answered? 

Mr.  Jones.  When  I  got  back  home  Sunday  morning,  the  12th,  I 
received  an  answer. 

The  Chairman.  That  is  the  question  I  asked  you,  if  you  had  re- 
ceived any  answer. 

Mr.  Jones.  I  beg  your  pardon.  When  I  arrived  home  the  next 
morning,  Sunday  morning  of  the  12th,  there  was  a  telegram  on  my 
desk  indicating,  as  stated  on  the  telegram,  that  it  had  been  received 
in  Uniontown  at  10.40  a.  m.  on  Saturday  the  11th,  and  at  that  time 
I  was  in  Washington. 

Gentlemen,  one  other  misapprehension  probably  is  in  the  minds  of 
some  of  you,  with  reference  to  the  election  of  this  liquidating  agent, 
and  the  holding  of  this  shareholders'  committee  meeting.  In  the 
last  eight  months  I  have  not  been  attempting  to  have  that  meeting 
held  because  conditions  down  there  were  not  such  that  we  wanted  it 
held,  and  for  this  reason,  that  this  614  shares  of  Thompson's  stock 
is  in  the  Farmers'  Deposit  Bank  in  Pittsburgh,  Thompson  is  in  bank- 
ruptcy, and  there  is  some  question  as  to  who  may  vote  it.  Mr.  Given, 
the  president  of  that  bank,  died  about  a  week  before  I  came  to  Wash- 
ington on  July  11.  He  had  charge  of  this  Thompson  affair,  and  up 
to  that  time  we  knew  Mr.  Given's  position  in  the  matter,  but  to-day 
we  do  not  know  what  the  position  of  the  president  of  the  bank  may  be, 
and  that  is  why  I  said  to  Mr.  Buchanan  on  July  11  that  we  did  not 
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want  the  meeting  held  now.  And,  in  addition  to  that,  there  is  a  pro- 
ceeding in  the  United  States  Bankruptcy  Court  to  sell  the  Thompson 
estate  for  $18,000,000,  and  the  petition  for  the  sale  of  that  property 
in  bulk  is  now  before  the  court  for  confirmation,  and  we  do  not  know 
who,  under  that  agreement,  owns  this  614  shares.  That  would  be 
sufficient  reason,  if  Known  to  the  comptroller,  to  prompt  him  to  post- 
pone this  meeting  of  the  shareholders  for  a  week  or  two  until  that 
sale  is  confirmed  or  not  confirmed. 

Senator  Fletcher.  You  mean  you  have  an  offer  to  pay  $18,000,000 
for  his  assets,  and  you  are  asking  the  court  to  allow  the  sale  to  be 
made? 

Mr.  Jones.  Yes,  sir ;  and  there  is  $500,000  on  deposit  in  Pittsburgh 
to  guarantee  the  carrying  out  of  that  contract. 

Senator  Fletcher.  How  much  is  the  entire  indebtedness  ? 

Mr.  Jones.  His  entire  indebtedness  is  probably  $35,000,000.  Of 
this  $18,000,000  it  was  provided  in  the  contract  that  $5,500,000  goes 
to  the  common  creditors  of  Mr.  Thompson.  I  do  not  like  to  take  so 
much  time,  gentlemen  of  the  committee,  in  reference  to  this  inter- 
view down  in  Mr.  Williams's  office,  but  I  do  want  to  say  just  this, 
when  I  went  in,  Mr.  Williams  said  to  me,  "  Mr.  Jones,  wnat  is  your 
proposition  ? "  After  he  had  spent  10  or  15  minutes  trying  to  find 
out  whom  I  represented  I  said,  "  There  are  four  propositions.  First, 
the  basis  of  filing  the  bond  of  the  agent."  That  1  wanted  to  talk 
over  with  him.  That  was  explained  by  Mr.  Buchanan  to  my  satis- 
faction. 

Second,  "  Why  was  the  bank  building  sold  when  it  was?  "  We 
discussed  that  for  some  time  with  Mr.  Williams,  and  there  was  no 
satisfactory  explanation. 

Third,  "  What  was  the  agreement  with  Mr.  Thompson  concerning 
those  10,000  shares  of  stock  now  in  your  hands?  " 

Let  me  say,  gentlemen  of  the  committee,  right  here,  that  this  hat 
been  the  crux  of  this  whole  matter,  as  the  records  from  the  United 
States  court  will  show  after  I  submit  them  to  you,  with  such  com- 
ments as  I  shall  make. 

The  comptroller,  Mr.  Williams,  got  these  10,000  shares  of  stock 
under  a  specific  agreement  with  Mr.  Thompson, 

The  Chaibman.  What  stock? 

Mr.  Jones.  The  10,000  shares  of  coal  stock  that  were  hypothecated 
with  Mr.  Williams  by  Mr.  Thompson.  There  was  a  specific  agree- 
ment, and  I  have  offered  some  of  the  letters  to  show  what  that  agree- 
ment was.  If  those  10,000  shares  of  stock  had  been  sold  or  re- 
deemed by  Mr.  Thompson  before  that  bank  building  was  sold,  and 
the  proceeds  of  that  stock  applied  to  the  payment  of  Mr.  Thomp- 
son's indebtedness  to  the  bank,  as  was  agreed  between  Williams  and 
Thompson,  there  would  have  been  no  necessity  to  rob  these  stock- 
holders of  this  bank  building.  That  is  the  proposition.  And  Mr. 
Williams  and  Mr.  Strawn,  as  I  will  show  by  the  letters  and  the 
records,  have  disputed  with  Mr.  Thompson  all  the  time  as  to  what 
that  agreement  was,  and  I  walked  into  Mr.  Williams's  office  like  a 
gentleman  on  Saturday,  July  11,  1919,  at  1  o'clock,  the  time  sug- 
gested by  Mr.  Buchanan,  and  I  asked  him  what  that  agreement 
was,  representing  these  independent  stockholders.  They  want  to 
know  and  they  are  entitled  to  know,  and  Mr.  Williams  and  Mr. 
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Thompson  made  the  agreement.     Mr.  Williams  knows  what  the 
agreement  is,  and  he  absolutely  refused  to  tell  me  in  his  office. 

And  what  did  he  say  when  I  asked  him  what  that  agreement  was? 
He  said,  "  That  is  a  question  for  the  courts."  I  said  to  him,  "  No, 
Mr.  Williams,  it  is  not  a  question  for  the  courts.  It  is  question  of 
fact,  and  you  know  what  the  agreement  is  and  Mr.  Thompson  knows 
what  the  "agreement  is.  Mr.  Thompson  has  said  what  it  is.  Now, 
what  do  you  say  it  is? " 

He  said,  "  I  will  leave  it  to  my  counsel.  There  is  Mr.  Buchanan. 
He  is  my  counsel." 

I  turned  to  Mr.  Buchanan  and  I  said  to  him,  "  Mr.  Buchanan, 
what  do  you  understand  the  agreement  between  Mr.  Williams  and 
Mr.  Thompson  to  be  with  reference  to  its  guaranteeing  or  securing 
to  the  bank  Thompson's  direct  and  indirect  indebtedness? " 

Mr.  Buchanan  told  me,  in  the  presence  of  Mr.  Williams  and  Mr. 
Strawn,  that  he  understood  that  that  agreement  secured  to  the  bank 
both  Mr.  Thompson's  direct  and  indirect  indebtedness.  Then  I 
turned  to  Mr.  Williams  and  I  said,  "  Mr.  Williams,  will  you  give  me 
a  letter  to  that  effect?" 

He  said,  "  No.    I  will  do  what  my  counsel  tells  me  to  do." 

Then  I  said  to  him,  "Well,  Mr.  Williams,  if  you  will  not  give 
me  a  letter  to  that  effect,  I  will  be  obliged  'to  go  before  this  sena- 
torial committee  to  question  your  right '  — I  meant  to  say  "  to  ques- 
tion your  right  to  confirmation."  But  when  I  mentioned  the  word 
"  committee,  he  got  excited  and  went  up  in  the  air,  so  that  that 
ended  the  conference  as  far  as  accomplishing  anything  was  con- 
cerned. I  asked  him  the  simple  question  "  Wnat  was  the  contract 
between  you  and  Mr.  Thompson?  "  Do  you  know  that  that  equity 
case  that  he  started  to  sell  that  stock  is  now  pending  in  the  Circuit 
Court  of  Appeals  of  the  United  States? 

Senator  Fletcher.  Was  the  agreement  in  writing? 

Mr.  Jones.  No,  it  was  not  in  writing.  It  was  oral,  except  as  the 
correspondence  shows  it.  And  I  will  read  you  some  correspondence 
in  a  few  minutes. 

Senator  Fletcher.  Is  it  set  up  in  the  equity  proceeding? 

Mr.  Jones.  No.  I  will  explain  that,  Senator,  just  as  soon  as  I  get 
to  it. 

Senator  Fletcher.  Before  you  pass  from  that  Thompson  matter* 
how  much  do  vou  estimate  Thompson's  unsecured  creditors  will  get? 

Mr.  Jones.  *rhey  estimate  that  at  anywhere  from  10  to  15  or  20  or 
30  or  40  per  cent.  You  see,  the  situation  is  this :  Mr.  Thompson  had 
many  associates  with  him  in  these  coal  investments,  and  there  are 
many  claims  in  which  suits  were  brought  that  are  duplications,  and  it 
is  so  complicated  that  there  is  absolutely  no  satisfactory  basis  on 
which  you  can  arrive  at  a  calculation — that  is,  no  data  from  which 
vou  can  determine. 

My  clients  are  vitally  interested  as  to  what  that  agreement  is,  be- 
cause it  means  to  them  possibly  $600,000,  maybe  $800,000;  that  is, 
to  the  stockholders  and  some  local  creditors  of  Mr.  Thompson,  and 
if  Mr.  Williams  is  going  to  continue  the  same  tactics  as  comptroller, 
should  he  be  confirmed,  with  reference  to  the  claims  of  my  clients, 
then  we  are  going  to  oppose  his  confirmation. 

Senator  Fletcher.  What  do  you  estimate  the  value  of  those  coal 
shares  to  be? 
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Mr.  Jones.  They  were  agreed  to  be  redeemed,  between  Mr.  Wil- 
liams and  Mr.  Thompson,  at  $750,000.  The  par  value  is  $1,000,000, 
and  the  United  States  court  record  that  I  offered  in  evidence  shows 
that  these  stocks  were  appraised  at  $1,700,000. 

Senator  Fletcher.  What  is  the  amount  of  Thompson's  unsecured 
debts? 

Mr.  Jones.  About  $12,000,000,  estimated. 

The  best  evidence,  gentlemen,  to  me,  that  Mr.  Williams  does  not 
intend  to  be  fair  and  honest  with  these  stockholders  that  I  represent, 
of  recent  date,  at  least,  is  that  he  would  not  answer  me  when  I  asked 
him  a  plain,  practical  question  as  to  what  the  contract  between  him 
and  Mr.  Thompson  was.  He  would  not  answer  me.  My  clients  are 
entitled  to  know ;  and  if  he  is  going  to  be  confirmed  as  comptroller 
and  assume  the  same  attitude  toward  them  that  he  has,  as  I  said  a 
moment  ago,  other  interests  to  the  extent  of  six  to  eight  hundred 
thousand  dollars  are  involved 

Senator  Newberry.  I  understand  that  his  counsel  did  answer?   - 

Mr.  Jones.  His  counsel  told  me 

Senator  Newberry.  Were  you  not  satisfied  with  what  his  counsel 
said? 

Mr.  Jones.  No;  I  was  not.  How  could  I  be,  when  he  refused  to 
give  me  a  letter?  And  I  will  show  you  in  just  a  minute,  Senator, 
what  he  said  about  it.  His  counsel  in  his  presence  told  him  that  he 
understood  that  this  stock  was  put  up  to  secure  both  Mr.  Thompson's 
direct  and  indirect  indebtedness,  and  then  he  would  not  answer  me, 
and  I  will  show  you  in  a  minute 

Senator  Newberry.  Wh^T  should  he  answer  you  if  he  was  there 
represented  by  counsel?  \ ou  were  counsel  representing  your  clients. 
Whv  should  he  answer  you  ? 

ifr.  Jones.  Simply  because  he  ought  to  have  said,  "Now,  Mr. 
Jones  " 

Senator  Newberry.  It  is  a  personal  opinion,  what  you  would  have 
liked  to  have  had  him  answer. 

Mr.  Jones.  No;  it  was  not  personal. 

Senator  Newberry.  According  to  your  legal  experience,  do  you  not 
confer  with  counsel  and  accept  their  statements? 

Mr.  Jones.  In  view  of  what  Mr.  Williams  had  done  before,  and  in 
view  of  what  he  had  said,  I  was  not  satisfied  to  let  it  rest  in  that  way, 
and  I  simply  wanted  a  letter  from  him  stating  what  he  knew  the  con- 
tract was.    If  that  was  an  unreasonable  request 

Senator  Fletcher.  What  you  really  wanted  was  not  so  much  his 
statement,  but  a  letter? 

Mr.  Jones.  I  wanted  a  letter.  I  simply  wanted  it  in  black  and 
white  what  I  understood  that  contract  to  be;  and  I  will  show  you  in 
a  few  minutes  why  I  thought  it  was  necessary. 

To  show  my  fairness,  gentlemen,  in  seeking  tl^at  interview  on 
July  11, 1919,  and  to  show  mv  fairness  now  if  Mr.  Williams  will  state 
in  your  presence  that  he  understood  that  contract  with  Mr.  Thomp- 
son to  secure  Mr.  Thompson's  direct  and  indirect  indebtedness  to  this 
bank,  I  am  done.  That  is  all  I  want.  He  can  be  Comptroller  of  the 
United  States  if  he  wants  to  be,  but  he  can  not  be  without  objection 
from  me,  representing  these  stockholders,  until  he  makes  that  declara- 
tion. 

The  Chairman.  Is  it  necessary  for  you  to  have  it  in  writing? 
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Mr.  Jones.  No,  sir;  I  do  not  want  it  in  writing,  if  he  will  state  it 
in  front  of  the  stenographer. 

The  Chairman.  Then  it  would  be  in  writing. 

Mr.  Jones.  I  do  not  care  whether  it  is  in  writing  or  not.  I  will 
agree  that  the  stenographer  need  not  take  it  down. 

I  pause,  Mr.  Williams,  for  you  to  make  reply. 

(Jso  response.) 

Mr.  Jones.  Now,  gentlemen,  that  brings  us — Mr.  Williams  having 
made  no  reply  to  that  proposition — to  the  facts  in  this  case. 

I  trust  that  vou  gentlemen  are  all  lawyers,  because  if  you  are  you 
will  better  understand  the  evidence  that  I  am  going  to  submit  as  to 
Mr.  Williams's  unfairness  with  reference  to  this  stock  and  with  ref- 
erence to  Mr.  Williams's  purposes  in  all  that  he  has  done  in  connec- 
tion with  the  agreement  that  he  entered  into  with  Mr.  Thompson. 

All  this  has  bearing  upon  two  propositions,  that  there  was  no 
necessity  to  sell  the  bank  building  and  that  Mr.  Williams  has  some 
reason,  apparently — niust  have — why  he  will  not  say,  why  he  did  not 
say  to  us,  why  he  did  not  say  to  his  own  receiver,  as  I  will  show  in  a 
letter  in  a  minute,  why  he  did  not  say  to  his  own  receiver  what  the 
contract  was. 

The  bank  building  was  sold  February  23,  1918.  The  proceedings 
on  the  sale  of  that  bank  building  were  started  in  the  United  States 
Court  177,  May  term,  1918.  The  suit  to  sell  these  collateral  stocks 
was  started  by  a  bill  in  equity  at  No.  192  on  February  12,  1918.  The 
bank  building  was  sold  on  February  23.  The  suit  to  sell  the  stock 
was  begun  on  February  15,  but  the  legal  proceeding  .to  sell  the  bank 
was  begun  the  previous  November. 

Senator  Fletcher.  Did  you  appear  in  that  proceeding? 

Mr.  Jones.  I  did  not ;  not  until  on  the  morning  of  Saturday,  Feb- 
ruary 23.  I  was  not  employed  by  these  stockholders  until  during 
the  week  of  February  23,  that  is,  the  week  ending  February  23.  That 
is  the  day  the  bank  building  was  sold.  I  called  that  public  meeting 
in  Uniontown  on  the  evening  of  February  22. 

Senator  Newberry.  Mr.  Jones,  do  you  claim  that  Mr.  Williams 
had  any  personal  interest  or  motive  in  his  actions? 

Mr.  Jones.  I  do. 

Senator  Newberry.  Aside  from  his  official  position  as  comp- 
troller ? 

Mr.  Jones.  I  do;  and  I  think  I  will  prove  it  to  you  with  these 
records.  I  am,  gentlemen,  submitting  a  letter  of  Mr.  McCombs.  He 
was  national  Democratic  chairman.  He  was  a  member  of  the  law 
firm  of  McCombs,  Ryan  &  Gordon,  and  he  wrote  a  letter  to  the 
comptroller  on  October  17,  1914,  which  is  four  months  before  the 
bank  was  sold,  as  follows : 

Octoheb  17,  1914. 
Hon.  John  Skelton  Williams, 

Treasury  Department.  Washington,  7).  C. 

My  Dear  Mr.  Williams:  Mr.  J.  V.  Thompson  of  the  Uniontown  National 
Bank  has  arranged  the  certificates  of  stock  covering  coal  lands,  which  at  your 
request  he  promised  to  deposit  with  your  department.  These  certificates/ Mr. 
Thompson  informs  me,  cover  10,000  acres  of  unencumbered  coal  lands.  A  part 
of  the  laiuls  are  owned  by  the  Wetzel  Coal  &  Coke  Co.,  in  Washington  County, 
W.  Va.,  and  the  balance  by  the  Liberty  Coal  Co.,  whose  lands  are  in  Marshall 
County  and  Wfetzel  County,  W.  Va.  Mr.  Ryan  advises  me  that  he  arranged 
with  you  as  soon  as  these  certificates  were  in  proper  form  for  deposit,  he  was 
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to  request  of  you  a  statement  of  the  manner  In  which  you  wanted  these  cer- 
tificates deposited. 

To  this  day,  Senator,  we  have  never  been  able  to  get  that  state- 
ment.    [Continuing  reading:] 

The  intention  was  to  deposit  these  certificates  for  the  purpose  of  securing 
the  depositors  of  the  bank,  and  further  to  secure  other  national  banks  having 
paper  of  Mr.  Thompson's.  If  you  have  any  particular  form  you  use  in  cases 
of  this  kind,  I  should  be  glad  to  receive  it.  I  do  not  know  for  how  long  a  period 
you  want  the  certificates  deposited.  I  assume  that  it  will  be  until  the  bank  is 
in  such  condition  as  complies  with  the  requirements  of  the  law.  The  deposit 
agreement  should,  of  course,  be  so  worded  as  to  protect  Mr.  Thompson  and 
provide  that  unllmately  the  stock  will  he  returned  to  him  in  the  event  it  does 
not  have  to  be  applied  for  the  purpose  for  which  it  is  deposited. 

That  is  Mr.  Combs's  letter  to  Mr.  Williams  just  after  the  certifi- 
cate of  this  stock  was  arranged  for.  Here  is  the  receipt  of  McCombs, 
Ryan  &  Gordon  for  that  stock.  This  stock  was  first  deposited  with 
this  law  firm,  which  at  that  time  was  representing  Mr.  Thompson 
and  negotiating  with  the  comptroller: 

October  29,  1914. 

Received  from  J.  V.  Thompson  share  of  stock  No.  4  of  Liberty  Coal  Co.  for 
3.000  shares  issued  to  J.  V.  Thompson,  and  Indorsed  by  him  in  blank,  and  share 
of  stock  No.  3  of  Wetzel  Coal  &  Coke  Co.,  for  7.000  shares  issued  to  J.  V. 
Thompson,  indorsed  by  him  in  blank,  to  be  held  at  this  office  pending  arrange- 
ments at  office  of  Comptroller  in  Washinjrton  for  deposit  under  agreement,  to 
ix»  approved  by  J.  V.  Thompson  for  the  First  National  Bank  of  Unlontown. 

McCombs,  ItYAN  &  Gordon. 

That  stock,  you  see,  was  deposited  with  that  law  firm  on  October 
29, 1914.  The  stock  remained  with  that  law  firm  until  a  proceeding 
in  our  local  court  was  brought  to  permit  the  receivers  of  Mr. 
Thompson,  appointed  by  the  local  court,  to  turn  it  over  to  the  comp- 
troller. That  order  was  made  by  our  local  court  on  May  29, 1915,  and 
is  found  in  the  paper  book  of  the  equity  case  which  I  will  later  on 
offer  in  evidence. 

So  that  stock  remained,  then,  in  the  hands  of  these  attorneys  from 
October  14,  1914,  until  the  date  I  just  gave  you. 

Senator  Fletcher.  Mr.  Jones,  I  think  it  would  help  us  all  if  you 
would  specify  what  you  mean  in  answer  to  Senator  Newberry's  ques- 
tion. In  what  respect  do  you  charge  Mr.  Williams  as  comptroller 
with  unfairness  or  improper  motive  or  having  some  personal  reason 
for  acting  in  this  way?  Can  you  specify  that,  and  then  proceed 
with  your  proof  afterwards  ?    If  you  can,  we  can  have  it  in  our  minds. 

Mr.  Jones.  Certainly.  In  the  first  place,  there  was  an  agreement 
entered  into  between  "Strawn,  the  receiver,  and  Wendt,  Williams's 
attorney,  and  the  trustees  of  Mr.  Thompson  in  bankruptcy,  and  Mr. 
Weil,  I  believe  representing  these  stockholders,  in  New  York  City  at 
Samuel  Untermyer's  residence.  At  that  conference  it  was  under- 
stood that  this  bank  building  sale,  should  be  postponed.  At  that  time 
the  stockholders  had  it  restrained  in  the  Federal  court 

Senator  Fletcher.  When  was  that?  Give  the  date  of  that,  if  you 
can. 

Mr.  Jones.  It  must  have  been  about  January  22,  or  just  before 
January  22,  1918,  because  the  order  withdrawing  the  petition  to  re- 
strain the  sale  of  the  bank  building  was  entered  in  the  United  States 
rourt  at  Pittsburgh  on  that  date.  So  it  must  have  been  just  a  few 
(lavs  before  that. 
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• 

In  the  agreement  in  New  York — and  I  will  say  that  it  was  by 
authority  of  the  comptroller — it  was  there  understood  that  the 
suit  was  to  be  instituted  in  the  nature  of  an  amicable  action  by  the 
comptroller  to  determine  what  this  agreement  between  him  and  Mr. 
Thompson  was  and  to  dispose  of  this  stock. 

In  pursuance  of  that  conference  the  petition  to  restrain  the  sale 
was  withdrawn  and  the  restraining  order  vacated.  That  was  on 
January  22,  1918. 

On  February  15  this  suit  to  sell  the  stock  was  started,  in  pursu- 
ance of  the  New  York  conference ;  but  when  it  was  started,  after  the 
bank  building  wTas  sold,  it  developed  that  it  was  not  to  determine 
the  contract  between  Williams  and  Thompson  at  all,  though  brought 
by  the  comptroller's  counsel,  Mr.  Wendt,  in  pursuance  of  that 
agreement  in  New  York,  but  it  was  simply  a  foreclosure  proceed- 
ing, and  they  deliberately  kept  out  of  that  case  in  the  trial  every  bit 
of  testimony  after  the  bank  building  was  sold  as  to  what  that  agree- 
ment with  Mr.  Thompson  was. 

In  the  meantime  the  Comptroller  had  had  these  stocks,  or  at  least 
one  certificate  assigned  to  him.  He  had  gone  into  a  stockholders' 
meeting  of  the  coal  company  in  Uniontown,  and  with  that  certificate 
of  the  stock  in  his  name,  or  at  least  his  representative — I  do  not 
know  who  attended  the  meeting — and  they  there  controlled  the  elec- 
tion of  the  directors  of  that  company  and  controlled  the  organi- 
zation of  the  directors.  He  had  no  more  right  in  that  meeting  of 
shareholders  or  stockholders  than  I  did,  and  I  do  not  own  a  share. 
Yet  he  did  that,  and  then  it  developed  that  he  was  trying  to  sell 
this  stock  in  this  proceedings,  and  this  proceeding  was  for  no  other 
purpose  than  to  sell  the  stock. 

Now,  what. was  the  situation?  The  banks  of  the  United  States— 
the  national  banks  of  the  United  States — the  last  class  of  beneficiar- 
ies under  this  agreement  with  Mr.  Thompson,  between  Mr.  Thomp- 
son and  Mr.  Williams,  did  not  know  what  interest  they  had  in  it. 
The  stockholders  of  this  bank  did  not  know  what  interest  they  had 
in  it,  because  Mr.  Williams  did  not  tell  them  what  the  agreement 
was.  Nobody  knew  what  interest  they  had  in  it  and  I  submit  to  you, 
gentlemen,  that  when  that  testimony  is  analyzed,  if  you  will  go 
into  it,  you  will  come  to  the  conclusion  that  they  wanted  to  sell 
that  stock  under  those  unfavorable  circumstances,  and  that  they  had 
gone  into  that  meeting  of  the  coal  company's  stockholders  for  the 
purpose  of  controlling  it  with  the  intention  to  buy  the  stock 

Senator  Newberry.  Who  was  going  to  buy  the  stock? 

Mr.  Jones.  I  do  not  know.  I  do  not  know  whether  Mr.  Williams 
was  going  to  buy  it  himself. 

Senator  Newberry.  If  you  do  not  know,  why  do  you  say  he  has 
a  personal  interest  in  it? 

Mr.  Jones.  I  am  giving  the  facts  to  you,  Senator,  just  the  same  as 
I  would  give  any  jury  the  facts. 

Senator  Newberry.  I  do  not  gather  any  personal  motive  or  inter- 
est. If  they  made  a  mistake  in  judgment,  that  is  a  vastly  different 
matter.  But  you  are  claiming  here  that  he  had  a  personal  interest 
or  motive  in  doing  certain  things.  I  would  like  to  hear  what  they 
are. 

Mr.  Jones.  Senator,  suppose  he,  without  any  authority  under  this 
collateral  agreement,  had  that  stock  on  the  books  of  the  coal  com- 
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pany  in  his  name.  Supposing  that  he  sent  a  representative  to  that 
stockholders'  meeting  in  Uniontown  when  he  had  absolutely  no  busi- 
ness there,  and  controlled  the  electiom  of  the  directors  and  the 
organization  of  the  board  of  directors  of  that  company.  Suppose 
at  the  time  he  was  forcing  the  sale  of  this  stock  under  certain  cir- 
cumstances that  nobody  knew  what  it  was  worth,  and  nobody  knew 
what  their  interest  in  it  was,  and  nobody  could  possibly  figure  out 
their  interest  in  it,  and  therefore  nobody  would  bid  for  it. 

Senator  Newberry.  I  do  not  suppose  anything  of  the  kind.  I  sup- 
pose that  naturally  he  was  doing  the  best  he  could  for  the  interests 
of  the  Government  he  represented.  If  you  know  anything  to  the 
contrary  let  us  hear  what  it  is. 

Mr.  Jones.  T  have  told  you,  Senator,  a  series  of  circumstances. 

Senator  Newberry.  He  was  neglectful  of  his  duty  if  he  did  not 
look  after  the  collateral  he  was  holding.  Of  course,  he  has  got  to 
p)  to  a  stockholders'  meeting  by  a  representative  or  someone  else 
or  neglect  his  business. 

Mr.  Jones.  He  had  no  right  to  have  that  stock  in  his  name. 

Senator  Newberry.  That  is  a  difference  of  opinion. 

Senator  Fletcher.  Was  the  stock  transferred  on  trie  books  to  him  ? 

Mr.  Jones.  It  is  now. 

Senator  Fletcher.  Individually? 

Mr.  Jones.  It  is  now.  I  do  not  know  in  what  manner  he  went 
there  or  had  his  representative  there  to  take  part  in  this  proceed- 
ing, as  I  said. 

Senator  Newberry.  Do  you  not  think  it  was  his  duty  as  comp- 
troller to  look  after  the  collateral  in  his  possession? 

Mr.  Jones.  Certainly. 

Senator  Newberry.  Then  why  should  he  not  be  represented  at 
that  meeting? 

Mr.  Jones.  That  depended,  Senator,  entirely  upon  what  his  pur- 
poses were;  and  we  can  not  arrive  at  his  purposes  other  than  by  an 
examination  of  what  he  did.    That  is  the  question. 

Senator  Fletcher.  Do  you  say  in  the  suit  that  the  comptroller 
has  not  asked  for  a  construction  of  the  agreement  as  to  the  order 
and  sale  of  the  stock  ? 

Mr.  Jones.  He  did  not,  and  his  attorney,  Mr.  Wendt,  and  Mr. 
Strawn's  attorney,  Mr.  Higgbee,  objected  to  every  offer  that  was 
made 

Senator  Fletcher.  Does  not  the  petition  ask  the  court  to  direct 
the  disposition  of  the  proceeds? 

Mr.  Jones.  Certainlv. 

Senator  Fletcher.  "How  can  the  court  direct  the  disposition  of 
the  proceeds  unless  it  knows  the  equities  between  the  parties? 

Mr.  Jones.  Senator,  please  do  not  get  away  from  this  fact,  that 
had  that  stock  been  sold  immediately  after  the  order  was  made  in 
the  equity  case — that  order  was  made  on  July  24, 1918,  and  from  that 
order  the  appeal  is  taken  and  is  still  pending — bad  that  stock  been 
put  up  and  sold  within  a  day  or  a  week  or  a  month  after  that  decree 
was  made,  when  nobody  knew  their  interest  in  the  stock,  when  no- 
body could  plan  to  protect  what  interest  they  might  have  in  it,  that 
stock  would  not  have  brought  one-half,  one-third,  one- fourth  what  it 
was  worth. 

Senator  Fletcher.  Did  the  decree  order  it  sold  in  a  day  ? 
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Mr.  JONB8.  No. 

Senator  Newberry.  Did  not  anybody  know  its  value? 
Senator  Fletcher.  It  was»a  public  sale,  was  it  not? 
Mr.  Jones.  Certainly. 

Senator  Fletcher.  There  were  people  concerned  in  it  who  ap- 
peared in  the  suit? 

Mr.  Jones.  Yes.  As  I  said  Senator,  I  do  not  want  you  to  take 
what  I  say  about  this  proceeding.  I  am  going  to  submit  in  evidence 
here  statements  of  A.  JLeo  Weil  in  an  argument  on  the  appeal,  and 
to  that  argument  is  attached  the  name  of  Samuel  Untermyer,  Mr. 
Williams's  private  counsel,  as  I  am  told,  and  in  that  language  you 
will  get  just  what  those  men — and  they  are  better  lawyers  than  I  am 
and  better  understand  this  thing  than  I  do — just  what  they  said 
about  it.  I  could  go  on  and  read  all  their  letters  to  you,  some  of 
which  are  already  in  evidence,  which  show  absolutely  that  Mr.  Wil- 
liams, Mr.  Strawn,  and  Mr.  Thompson 

Senator  Fletcher.  You  do  not  mean  to  charge,  Mr.  Jones,  that  Mr. 
Williams,  the  comptroller,  was  manipulating  and  managing  and 
making  secret  agreements  or  conferences  in  an  effort  to  acquire  this 
coal-land  stock  himself,  do  you  ? 

Mr.  Jones.  I  would  say,  Senator,  that  that  is  the  only  conclu- 
sion I  think  any  reasonable  man  can  draw,  either  that  Mr.  Williams 
himself  wanted  this  stock  or  that  Mr.  Williams  was  a  party  to  pro- 
ceedings which  would  have  enabled  some  of  his  friends  or  some- 
body else  who  had  no  interest  in  it  to  get  it  at  practically  nothing. 
That  is  my  judgment. 

I  will  submit  to  you,  as  I  said,  the  argument  of  Mr.  A.  Leo  Weil, 
to  which  is  attached  the  name  of  Samuel  Untermyer  as  to  what 
they  thought. 

Senator  Fletcher.  Do  you  state  that  Mr.  Untermyer  represented 
Mr.  Williams  in  any  way  in  that  litigation  ? 
Mr.  Jones.  No;  he  did  not. 

Senator  Fletcher.  Then  why  bring  Mr.  Untermyer  in  ? 
Mr.  Jones.  Simply  because  Sir.  Untermyer  is  known  to  Mr.  Wil- 
liams, and  if  Mr.  Untermyer  could  find  a  word  in  defense  of  Mr. 
Williams  he  would  say  it ;  and  if  Mr.  A.  Leo  Weil  could  find  a  word 
in  defense  of  Mr.  Williams  I  believe  he  would  say  it;  and  I  will  show 
you  in  a  minute  why  they  did  not  say  it,  as  I  understand  it. 

Now,  gentlemen,  I  am  going  to  submit  the  record  of  that  equity 
case.  I  have  designated  it,  the  stenographer  will  notice,  as  Volumes 
1  and  2. 

This  dispute  as  to  what  this  contract  was  was  on  as  between 
Thompson,  Strawn,  and  Williams.  Mr.  Strawn  writes  Mr.  Wil- 
liams a  letter  on  May  28,  1917.  Strawn  and  his  local  counsel  had 
been  discussing  this  contract,  and  here  is  what  he  states  in  his  letter 
to  Mr.  Williams : 

I  stated  to  him  (Mr.  Thompson)  also  that  under  the  terms  of  the  pledge  It 
seems  clear  that  I  have  the  right  to  cover  from  the  funds  sufficient  to  pay  hia 
expressed  nubilities,  including  such  of  his  notes  as  had  been  pledged  by  other 
parties  as  collateral  security  for  the  payment  of  their  indebtedness  at  or  before 
the  pledge  was  made,  but  that  in  the  opinion  of  my  attorneys  made  by  other 
parties* — 

Notice,  now  [continues  reading] : 

notes  made  by  other  parties  and  discounted  by  the  bank  for  Mr.  Thompson's 
accommodation,  but  upon  which  his  name  does  not  appear  as  maker,  indorser, 
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or  otherwise,  could  not  participate,  and  that  all  of  that  class  of  so-called  "  in- 
direct liabilities  "  covering  the  notes  of  other  persons  to  whom  Mr.  Thompson 
in  turn  owes  money  unquestionably  could  not  participate  at  all. 

(Reading  further:) 

From  my  conversation  with  Mr.  Thompson  I  infer  that  if  substantially  all 
of  the  proceeds  can  be  retained  for  the  benefit  of  this  bank  he  will  endeavor 
to  bring  about  the  redemption  of  the  stocks  for  the  full  sum  of  $750,000. 

That  is  Mr.  Strawn's  statement  to  Mr.  Williams;  and  had  Mr. 
Williams  and  Mr.  Strawn  said  to  Mr.  Thompson,  "All  right,  sir;  you 
give  us  the  $750,000  and  we  will  agree  as  we  originally  agreed  that 
the  $750,000  goes  to  the  bank  to  pay  Mr.  Thompson's  direct  and  in- 
direct indebtedness" — because  that  was  the  agreement — had  Mr. 
Williams  answered  him  thus,  the  bank  building  would  not  have  been 
sold.  But  what  did  Mr.  Williams  write?  Just  one  other  fact  in 
the  same  letter,  on  the  next  page.  Strawn  asks  Mr.  Williams  cer- 
tain questions : 

3.  Will  you  give  an  expression  of  opinion  as  to  the  right  of  notes  made  by 
other  parties  and  discounted  by  the  bank  for  Mr.  Thompson's  accommodation 
but  upon  which  his  name  does  not  appear  as  maker,  indorser.  or  otherwise,  to 
participate  in  the  fund? 

In  connection  with  that,  Senators,  let  me  tell  you  this :  Thompson, 
maybe  a  year  or  two  or  three  years  before  this  bank  was  closed,  owed 
this  bank  probably  a  million  dollars.  I  do  not  know  how  much  was 
his  own  notes.  Mr.  Williams  made  him  get  off  of  that  paper,  and  in 
making  him  get  off  that  paper  the  only  way  that  he  could  get  off  was 
to  call  me  in.  But  he  did  not.  He  called  in  lots  of  better  friends 
than  I  was  and  asked  them  to  give  their  notes  in  certain  amounts, 
$10,000,  $20,000,  $30,000,  $40,000,  $50,000,  or  $100,000,  and  those  notes 
were  put  into  the  bank  and  Mr.  Thompson's  notes  taken  out. 

Mr.  Williams  made  Mr.  Thompson  do  that,  and  after  Mr.  Thomp- 
son had  done  that,  and  in  connection  with  making  him  do  that,  Mr. 
Williams  had  Mr.  Thompson  put  these  10,000  shares  of  stocks  up  to 
protect  the  bank  against  those  other  notes,  and  the  record  that  I  have 
offered  shows  that  the  amount  of  Mr.  Thompson's  indirect  liabilities 
to  that  bank,  in  pursuance  of  Mr.  Williams's  direction  to  substitute 
other  people's  notes  for  his  own,  amounted  to  $897,000 — almost  $900,- 
000 — and  those  poor  people  down  there  have  had  to  pay  some  of 
those  notes.  He  knew  that  the  comptroller  wanted  to  sell  this  stock 
at  a  sacrifice  price  and  they  have  been  denied  their  right  to  partici- 
pate in  whatever  little  bit  ofproceeds  he  is  able  to  realize  out  of  it. 

Mr.  Williams  made  Mr.  Thompson  get  our  people  down  there  to 
substitute  their  notes  for  Mr.  Thompson's  notes.  Why  did  not  Mr. 
Williams  close  the  bank  then  ?  That  is  the  question  you  ought  to  ask 
him. 

Senator  Newberry.  What  makes  you  think  he  wants  to  sell  it  at  a 
sacrifice  price?  Let  us  get  back  to  tiis  motive.  We  can  criticize,  pos- 
sibly, his  judgment,  but  let  us  get  at  this  statement  in  regard  to  his 
motives,  now. 

Mr.  Jones.  Senator,  let  me  read  you  his  answer  to  Mr.  Strawn's 
letter. 

Senator  Newberry.  There  is  nothing  in  Mr.  Strawn's  letter  to  indi- 
cate any  motive? 
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Mr.  Jones.  Now,  just  a  minute- 


Senator  Newberry.  Will  you  please  answer  my  question  ?  Is  there 
anything  in  Mr.  Strawn's  letter  that  indicates  anything  on  Mr.  Wil- 
liams's part,  personally  ? 

Mr.  Jones.  Mr.  Strawn 

Senator  Newberry.  Can  you  say  yes  or  no  ?  I  do  not  want  to  cross- 
question  you.    Is  there  or  is  there  not  anything  in  there! 

Mr.  Jones.  I  think  there  is. 

Senator  Newtberry.  Will  you  point  out  what  indicates  any  motive 
on  Mr.  Williams's  part,  in  Mr.  Strawn's  letter? 

Mr.  Jones.  I  can  not  point  out  anything  that  indicates  Mr.  Wil- 
liams's motive  because  Mr.  Strawn  was  writing  that  letter;  but  Mr. 
Strawn  puts  it  this  way  to  Mr.  Williams,  "  Will  you  give  an  expres- 
sion of  opinion  ?  "  Why  did  Mr.  Strawn  ask  Mr.  Williams  what  were 
the  facts  in  reference  to  that  agreement  ?  If  Mr.  Strawn  had  asked 
Mr.  Williams  for  the  facts,  if  he  was  going  to  determine,  himself, 
whether  or  not  that  stock  ought  to  be  sold  or  whether  Mr.  Thompson 
ought  to  be  permitted  to  redeem  it,  and  if  he  was  permitted  to  redeem 
it,  what  would  become  of  the  proceeds?  Mr.  Strawn  asked  Mr.  Wil- 
liams for  an  opinion,  and  the  thing  that  would  have  controlled  it  was 
the  agreement  between  Mr.  Strawn  and  Mr.  Williams.  What  did 
Mr.  Williams  reply  to  that?  On  page  145  of  the  same  record  I  will 
read  one  paragraph: 

It  is  not  deemed  necessary — 

Notice  this.     [Continues  reading:] 

It  is  not  deemed  necessary  or  advisable  to  reply  to  these  Interrogatories  at 
this  time  and  you  are  advised  to  state  to  Mr.  Thompson  that  you  are  not  au- 
thorized to  discuss  with  him  as  to  how  the  proceeds  arising  from  the  sale  of  the 
collateral  mentioned  will  be  applied  when  received  by  me,  but  that  you  have 
only  been  instructed  as  my  representative  and  agent  to  make  demand  upon  hliu 
to  at  once  redeem  the  said  stocks  by  paying  to  you  the  full  value  thereof  and  in 
default  of  such  payment  that  you  obtain  from  him  or  his  legal  representatives 
a  statement  in  writing — 

He  wanted  a  statement  in  writing.    [Continues  reading :] 

a  statement  in  writing  setting  forth  his  views  as  to  the  time  and  manner  of 
selling  or  disposing  of  said  stocks  with  the  view  of  ascertaining  whether  a  satis- 
factory agreement  can  be  reached  between  us  in  this  connection  and  as  provided 
under  the  order  of  court  under  which  the  stocks  were  directed  to  be  turned 
over  to  me. 

And  then  this  paragraph,  Senator: 

You  will  submit  this  request  to  Mr.  Thompson  in  writing  and  nsk  that  he 
reply  to  the  same  as  early  as  convenient  as  it  is  deemed  important  that  steps 
should  be  taken  as  soon  as  practicable  to  dispose  of  the  stocks  and  in  this  con- 
nection you  are  authorized  to  consult  freely  with  your  counsel,  Mr.  Wendt,  and 
if  deemed  necessary  to  have  personal  conference  with  him  in  connection  with 
your  correspondence  with  Mr.  Thompson. 

Why  in  the  world  should  Mr.  WTilliams  instruct  his  receiver,  Mr. 
Strawn,  to  consult  with  Mr.  Wendt,  local  counsel  for  Mr.  Williams, 
as  to  the  conversations  that  he  should  have  with  Mr.  Thompson  as  to 
the  correspondence  that  should  pass  between  Strawn,  the  receiver, 
and  Mr.  Thompson,  as  to  what  the  agreement  was  as  between  Williams 
and  Thompson?    Gentlemen,  why,  I  ask. 

Why,  Senator,  should  not  Mr.  Williams  have  written  to  Mr. 
Strawn  in  reply  to  his  letter  of  May  28, 1917,  and  said,  "  Mr.  Strawn, 
my  agreement  with  Mr.  Thompson  was  that  the  stock  was  already 
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deposited  with  the  law  firm  in  New  York  and  then  transferred  to  me 
to  protect  this  bank  against  all  of  Mr.  Thompson's  direct  and  indi- 
rect indebtedness,  and  you  will  take  the  matter  up  with  Mr.  Thomp- 
son accordingly."  And  if  he  had  done  that,  sir,*  that  would  have 
ended  the  whole  matter.  Why  should  he  not  have  done  that,  Mr. 
Chairman? 

Absolutely,  the  question  between  Mr.  Strawn  and  Mr.  Thompson 
and  the  comptroller  with  reference  to  what  that  agreement  actually 
was  has  kept  our  community  in  turmoil  for  four  years  and  has  cost 
these  stockholders  hundreds  of  thousands  of  dollars  j  and  why,  you 
gentlemen  will  have  to  answer  when  you  get  all  the  record. 

Senator  Newberry.  I  thought  you  were  going  to  answer  and  tell 
us  why. 

Mr.  Jones.  No;  I  am  going  to  ask  the  question  and  submit  the 
evidence.    I  can  give  you  my  opinion. 

The  Chairman.  This  agreement,  whatever  it  was,  was  an  oral 
agreement? 

Mr.  Jones.  And  by  correspondence. 

The  Chairman.  Just  where  and  how  do  you  expect  to  set  it  up  and 
have  it  interpreted  ?  Suppose  a  legal  question  would  arise  sometime, 
in  the  first  place,  as  to  what  authority  Mr.  Williams  had  to  make 
any  such  agreement. 

Mr.  Jones.  No  ;  that  question  would  never  have  come  up  at  all,  be- 
cause if  Mr.  Williams  had  said  to  Mr.  Thompson  or  Mr.  Strawn  in 
reply  to  that  letter,  "  That  stock  was  put  up  with  us  to  protect  the 
banfe  against  Mr.  Thompson's  own  notes  ana  these  notes  that  I  made 
Mr.  Thompson  get  his  friends  to  put  in,  instead  of  his  notes,"  that 
would  have  ended  the  whole  thing.  Then,  if  there  was  anv  dispute 
as  to  the  items  of  people's  notes  that  had  been  substituted,  for  Mr. 
Thompson's  as  between  the  people  themselves,  that  would  have  been 
a  question  for  the  court,  and  each  clainmant  would  have  had  to  prove 
his  right  to  participate  in  the  proceeds  of  that  stock. 

The  Chairman.  That  is  what  I  referred  to.  Ultimately  you  will 
have  to  have  this  agreement  interpreted  by  the  courts  as  affecting 

Mr.  Jones.  Not  as  between  Strawn  or  Thompson  and  Williams, 
but  as  between  the  individuals  who  might  seek  to  participate. 

The  Chairman.  Yes  j  attacked  collaterally ;  and  when  it  is  attacked 
collaterally,  your  idea  is  that,  notwithstanding  the  fact  that  it  never 
had  been  put  in  writing,  the  establishment  of  it  by  parole  would  be 
sufficient  ? 

Mr.  Jones.  It  would  have  been  sufficient  for  Mr.  Thompson's  pur- 
poses. For  instance,  suppose  Mr.  Williams  had  written  Strawn  in 
reply  to  Strawn's  letter  or  May  28,  1917,  that  that  stock  was  put  up 
to  protect  Mr.  Thompson's  direct  apd  indirect  indebtedness  to  the 
bank.    Suppose  Mr.  Williams  had  written  that  to  Mr.  Strawn 

The  Chairman.  If  he  had  written  it,  it  is  reduced  to  writing- 

Mr.  Jones.  No;  wait  a  minute,  now,  Senator.  It  is  not  a  matter 
of  whether  it  is  reduced  to  writing  or  not.  Just  one  moment,  now. 
[Continuing.]  And  if  Mr.  Thompson,  after  Mr.  Strawn  had  got  that 
letter,  had  come  in  to  Mr.  Williams's  office  and  laid  down  to  Mr. 
Williams  $750,000  to  redeem  that  stock  the  bank  building  would  not 
have  been  sold.  The  stock  would  have  been  of  $750,000  value.  That 
$750,000  would  have  been  turned  over  by  Mr.  Williams 
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The  Chairman.  That  fact  was  never  questioned  by  anj  of  the 
parties  in  interest — the  right  of  the  comptroller  to  make' this  agree- 
ment? 

Mr.  Jones.  No  ;  that  has  never  been  questioned,  because  he  has  got 
the  stocks  yet,  to  this  day. 

The  Chairman.  Yes ;  he  has  got  the  stock,  as  I  understand  it 

Mr.  Jones.  Suppose  it  should  be  questioned,  Senator.  That 
simply  means,  then,  that  these  10,000  shares  of  stock  become  a  part 
of  the  estate  of  J.  V.  Thompson,  in  bankruptcy. 

The  Chairman.  I  understand  that. 

Mr.  Jones.  And  nobody  wants  to  question  the  right  of  the  comp- 
troller to  make  this  agreement,  as  I  understand  it.  All  we  want  Mr. 
Williams  to  do 

The  Chairman.  It  never  has  been  contested  by  the  comptroller  or 
anybody  ? 

Mr.  Jones.  No,  sir.  All  we  asked  Mr.  Williams  to  do  and  all  we 
asked  Mr.  Strawn  to  do  was  simply  to  agree  as  to  what  that  contract, 
was,  and  perchance  Mr.  Thompson  would  have  laid  down  into  Mr. 
Williams's  hands  $750,000  to  redeem  that  stock,  or  some  of  Mr. 
Thompson's  friends  would  have  done  it,  and  then  that  $750,000  would 
have  gone  into  the  bank  to  pay  the  depositors  of  the  bank  and  there 
would  have  been  no  necessity  to  sell  the  bank  building. 

The  Chairman.  It  was  indorsed  in  blank  and  turned  over? 

Mr.  Jones.  Indorsed  in  blank  and  turned  over  to  Mr.  Williams. 
And  as  I  said  a  minute  ago,  Senator,  the  dispute  between  those  men — 
and  I  submit  it  to  you  that  under  this  evidence  Mr.  Williams  was 
absolutely  responsible  for  that  dispute 

The  (Chairman.  Naturally,  Under  those  circumstances,  should 
there  not  have  been  a  power  of  attorney,  something  indicating  the 
purpose  for  which  the  stock  was  to  be  devoted,  something  in  writ- 
ing? 

Mr.  Jones.  Mr.  McCombs  was,  as  I  said,  a  Democrat,  and  probably 
a  friend 

The  Chairman.  Answer  my  question.  Would  not  that  be  the  uni- 
versal custom  in  such  a  transaction? 

Mr.  Jones.  It  ought  to  have  been. 

The  Chairman.  To  have  some  writing  accompanying  it  indicating 
the  purpose  for  which  the  stock  was  deposited. 

Mr.  Jones.  Why.  certainly,  Senator.  Why  was  it  not  done  ?  Mr. 
McCombs  wrote  Mr.  Williams  in  October,  1914,  asking,  him  for  a 
statement  as  to  his  understanding  as  to  how  that  stock  was  deposited 
and  whether  the  stock  was  in  this  law  firm's  hands,  and  within  five 
or  six  days  afterwards 

The  Chairman.  Have  you  the  correspondence  indicating  the  na- 
ture of  that  agreement? 

Mr.  Jones.  Yes,  sir;  I  certainly  have. 

The  Chairman.  It  seems  to  me  if  you  have  anything  in  writing 
it  should  be  submitted. 

Mr.  Jones.  It  is  already  in  evidence,  Senator,  but  just  to  refresh 
your  recollection :  Sherrill  Smith,  as  I  said,  was  receiver  for  this  bank 
for  the  first  three  months  after  it  was  closed;  that  is,  from  January 
15  or  19,  1915,  until  April  15,  1915.  Then  he  resigned  and  Mr. 
Strawn  succeeded  him.    Mr.  Sherrill  Smith  was  before  you  as  a  wit- 
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ness.  Sherrill  Smith  writes  this  letter  to  Mr.  Ryan,  of  the  law  firm 
of  McCombs,  Ryan  &  Gordon.  The  letter  is  dated  March  1,  1915, 
and  is  already  in  evidence,  but  to  refresh  your  recollection  I  will  now 
read  the  letter: 

As  you  may  know,  I  nm  receiver  of  the  First  National  Bank  of  Uniontown, 
of  which  Mr.  J.  V.  Thompson  was  president.  I  am  Informed,  as  I  wrote  you 
recently,  that  sometime  prior  to  the  failure  of  that  hank  Mr  J.  V.  Thompson 
assigned  and  transferred  to  you  certain  secflrities  in  trust,  substantially  as 
follows : 

First.  To  secure  the  payment  .of  his  (Thompson's)  direct  and  indirect  in- 
debtedness to  the  First  National  Bank  of  Uniontown. 

Second.  To  indemnify  or  protect  the  depositors  of  the  First  National  Bank 
of  Tniontown  from  loss  by  reason  of  the  insolvency  or  inability  of  the  bank  to 
pay  them. 

You  see,  that  letter  does  not  say  anything  about  the  other  national 
banks,  the  third  beneficiary  of  the  trust  fund. 

The  Chairman.  That  was  the  receiver's  understanding? 

Mr.  Jones.  That  was  the  receiver's  understanding  at  that  time. 

The  Chairman.  My  point  is :  Have  you  anything  in  writing  com- 
mitting the  comptroller  to  that  understanding? 

Mr.  Jones.  All  right.  I  offer  the  letter  of  Mr.  Strawn,  dated  May 
28, 1917,  and  the  answer  of  Mr.  Williams. 

The  letter  of  Mr.  Strawn  states  what  Mr.  Thompson's  contention 
is,  and  the  answer  of  Mr.  Williams  on  the  next  day,  May  29,  1917, 
absolutely  refused  to  answer  Mr.  Strawn's  question. 

The  Chairman.  That  is  my  point.  You  have,  then,  nothing  in 
writing  committing  Mr.  Williams  to  the  understanding  which  his 
receiver  had  in  regard  to  that  contract? 

Mr.  Jones.  We  have  never  been  able  to  get  a  single  thing  in 
writing. 

The  Chairman.  In  the  correspondence,  I  mean,  there  is  nothing 
to  show  it? 

Mr.  Jones.  No,  sir.  We  have  never  been  able  to  get  one  word 
in  writing  from  him,  and  I  was  unable,  on  July  11,  1919,  to  get  him 
to  give  me  a  letter.    - 

The  Chairman.  Have  you  a  statement  from  the  attorneys? 

Mr.  Jones.  Just  a  minute ;  I  will  read  you  another  letter.  This  is 
a  letter  of  Mr.  Sherrill  Smith  on  March  1.  As  I  said,  it  is  addressed 
to  Mr.  Ryan  of  this  law  firm  which  had  the  stock  in  hand.  Mr. 
Thompson  writes  Mr.  Ryan  on  March  18,  17  days  after  Smith  had 
written  this  letter  to  Ryan.  Mr.  Thompson  writes  Mr.  Ryan  as  fol- 
lows— this  letter  is  not  in  the  record : 

First  National  Bank  of  Uniontown, 

Union  totem,  Pa.,  March  18,  1915. 
Frederick  R.  Ryan,  Esq.,  New  York,  N.  Y. 

My  Deab  Mb.  Ryan  :  Mr.  Sherrill  Smith,  receiver,  came  out  to  see  me  this 
evening,  and  asked  me  to  write  him  a  statement  for  what  purposes  the  certifi- 
cates were  deposited,  which  I  have  done,  and  inclose  you  a  copy  of  the  letter  I 
have  written,  which  is  practically  in  accord  with  the  letter  Mr.  McCombs  wrote 
to  Mr.  Williams.  Please  have  the  agreement  drawn  to  protect  me,  naming  some 
definite  time  or  conditions  for  the  termination  of  the  escrow  agreement. 

I  am  arranging  to  .go  to  New  York  next  week,  and  hope  to  see  you  there 
about  the  middle  of  the  week. 
Yours,  very  truly, 

J.  V.  Thompson. 
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Here  is  a  copy  of  the  letter  that  he  inclosed  with  that  letter  to 
Ryan,  which  he  had  evidently  on  the  same  evening  mailed  to  Mr. 
Smith.    This  letter  is  not  in  evidence: 

Uniontown,  Pa.,  March  18,  1915. 
Sherrill  Smith,  Esq., 

Receiver,  First  National  Bank,  Uniontown,  Pa. 

My  Dear  Sir:  Answering  your  question,  in  regard  to  the  certification  for 
10,000  acres  of  coal  lands  which  I  left  with  Mr.  Frederick  R.  Ryan,  of  New 
York,  for  deposit  with  the  Comptroller  of  the  Currency,  in  accordance  with 
arrangements  made  with  said  Comptroller  at  a  former  conference  between  him, 
Mr.  Ryan  and  myself,  would  state  that  they  were  to  be  deposited 

First.  To  secure  the  payment  of  any  and  all  indebtedness  to  said  bank  on 
which  I  was  in  any  way  liable  (which,  of  course,  would  Inure  to  the  benefit  of 
the  depositors). 

Second.  To  secure  from  loss,  equally  and  ratably,  all  depositors  of  the  First 
National  Bank,  Uniontown,  Pa. 

Third.  As  a  protection  and  security  to  all  national  banks  who  may  have  dis- 
counted and  owned  any  note  or  notes  of  mine. 

Fourth.  Proper  agreement  covering  the  terms  of  this  collateral  deposit  to 
be  furnished  to  me  on  delivery  of  same. 

That  agreement  was  never  drawn  by  Mr.  Williams;  that  agree- 
ment was  never  made  by  Mr.  Williams,  and  we  have  absolutely 
nothing  from  Mr.  Williams  in  writing  to  show  what  the  contract  was. 

Senator  Newberry.  Do  you  find  anything  in  those  three  letters 
that  indicates  anv  personal  motive  or  interest  on  the  part  of  Mr. 
Williams? 

Mr.  Jones.  Nothing  more  than  the  fact  that  Mr.  Williams  ought  to 
have  told  Sherrill  Smith  himself  what  the  agreement  was;  nothing 
more  than  that  Mr.  Williams  ought  to  have  written  Mr.  McCombs  in 
October,  1914,  what  the  agreement  was,  confirming  Mr.  McCombs' 
letter;  nothing  more  than  the  fact  that  Mr.  Williams  at  no  time  has 
committed  himself  as  to  what  this  agreement  is,  and  to  this  date 
refuses  to  do  it. 

Gentlemen,  as  I  said,  if  you  please — and  this  may  answer  your 
question — at  this  conference  in  New  York  it  was  understood  that  the 
comptroller  should  start  this  equity  case  in  Pittsburgh  to  determine 
this  contract  and  sell  this  stock.  The  restraining  order  stopping  the 
sale  of  the  bank  building 

The  Chairman.  You  mean  by  that,  this  agreement? 

Mr.  Jones.  This  oral  agreement  providing  for  the  deposit  of  this 
collateral  stock.  The  restraining  order  was  withdrawn,  vacated,  on 
January  22,  1918.  A  suit  to  construe  this  agreement  and  determine 
what  it  was  was  begun  on  February  15,  1918. 

Senator  Newberry.  Mr.  Chairman,  before  he  starts  something  else 
I  would  suggest  that  we  adjourn. 

The  Chairman.  I  should  like  to  finish  with  this  witness.  I  am 
willing  to  stay  here  and  have  him  complete  his  testimony. 

Senator  Newberry.  May  I  be  excused,  then?  I  will  come  back 
as  soon  as  I  can. 

The  Chairman.  Certainly. 

Senator  Keyes.  Have  you  any  idea  how  long  it  will  take,  Mr- 
Chairman? 

The  Chairman.  How  much  longer  do  you  think  you  will  require, 
Mr.  Jones? 

Mr.  Jones.  I  think  probably  15  or  20  minutes. 
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In  answer  to  the  Senator's  question  as  to  what  evidence  I  have  of 
Mr.  Williams's  motive,  I  want  to  call  the  committee's  attention  to 
these  facts: 

Mr.  Wendt  stated  before  the  committee  a  few  days  ago  that  this 
proceeding  to  sell  the  bank  building  in  the  United  States  court  was 
after  a  full  hearing,  after  the  court  had  all  the  facts  before  it;  but 
I  say  to  vou  that  the  record  which  I  have  offered  in  evidence  shows 
that  on  November  28,  1917,  the  petition  for  authority  to  sell  the 
bank  building  was  presented.  On  that  same  day,  November  28,  1917, 
the  order  of  sale  was  made,  and  yet  Mr.  Wendt  testified  before  this 
committee,  or  stated  before  this  committee,  that  the  order  was  made 
after  full  hearing.  His  statement  as  to  that  was  absolutely  false, 
and  there  is  the  record  to  show  it  [indicating]. 

That  petition,  as  I  said,  was  presented  in  November.  They  ad- 
vertised the  bank  building  to  be  sold  on  January  12.  On  January  11, 
as  is  shown  bv  this  record  of  the  United  States  court,  the  stock- 
holders  then  represented  by  other  counsel  went  into  the  United 
States  court  by  petition  to  restrain  the  sale  of  that  building.  A  re- 
straining order  was  made  and  the  sale  stopped.  Between  the  12th 
day  of  January,  1918,  and  the  22d  day  of  January,  1918,  when  the 
petition  for  the  restraining  order  was  withdrawn,  as  is  shown  by 
that  record,  they  had  this  conference  in  New  York  in  Mr.  Unter- 
myer's  residence,  and  there  it  was  agreed,  as  is  shown  by  this  record, 
that  this  equity  case  was  to  be  brought  by  the  coniptroller  to  con- 
strue this  agreement  and  to  sell  the  stock,  first.  The  sale  of  the 
bank  building  was  continued  for  30  days.  It  was  advertised  for 
sale  just  after  the  Saturday,  I  believe,  before  the  23d,  which  would 
be  the  16th  of  February — it  may  be  that  it  was  the  22d  of  February ; 
I  am  not  sure — anyway  it  was  advertised.  The  30  days  that  they 
had  allowed  them  to  continue  the  sale  expired  about  the  22d  of 
February. 

I  want  to  read  you  one  paragraph  from  the  petition,  the  second 
petition  as  found  fn  this  record  to  restrain  this  sale.  They  had  this 
conference  in  New  York ;  this  equity  case  was  started  to  construe  this 
contract;  the  sale  of  the  bank  building  had  been  postponed,  and  the 
30-day  period  was  about  to  expire  when  the  facts  set  forth  in  this 
paragraph  of  the  petition  occurred  [reading] : 

A  like  petition 

That  is.  to  the  one  filed  originally.     [Continues  reading:] 

hereto,  in  some  respects,  was  presented  to  this  court  In  the  early  part  of 
January,  ultimo,  and  a  restraining  order  was  issued  by  this  court  at  that  time. 
At  the  same  time,  on  application  of  New  York  counsel,  the  Comptroller  of  the 
Currency  agreed  to  have  the  sale  of  said  building  continued  for  a  j>eriod  of 
30  days.  Immediately  thereafter  the  receiver  and  his  counsel,  counsel  repre- 
senting the  creditors'  committee  (which  represents  a  large  percentage  of  the 
claims  against  the  Thompson  estate,  and  is  attempting  to  make  the  sale  of 
the  property  for  the  protection  of  creditors),  and  thi'  attorneys  for  the  trus- 
ts in  bankruptcy,  met  by  appointment  in  the  city  oi  New  York  to  agree 
if  possible  upon  a  method  of  procedure  whereby  the  rights  of  all  parties 
would  l>e  safeguarded.  The  receiver  and  his  counsel  were  Informed  at  this 
meeting  that  negotiations  were  practically  completed  by  which  a  syndicate 
<  f  capitalists  had  been  Induced  to  undertake  the  purchase  of  all  the  Thompson 
properties,  including  these  stocks  deposited  with  the  comptroller,  and  as  a  part 
«f  the  arrangement  said  syndicate  was  to  pay  $7.*>0,000  for  sail!  stocks,  was 
to  pay  other  amounts  which  would  inure  to  the  benefit  of  cr  nlitors  of  said 
bank,  and  was  to  pay  all  back  taxes,  and  interest  on  the  mortgages  on  the  prop- 
erties of  said  Thompson,  and  that  the  consummation  of  said  transaction  with 
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said  syndicate  would  in  effect  make  collectible  a  very  large  proportion  of  tbe 
bills  and  notes  held  by  said  receiver  of  said  bank,  would  furnish  the  tank 
with  funds  with  which  to  pay  off  all  creditors,  and  would  make  the  stock  of 
said  bank  worth  to  stockholders  from  $1,000  to  $1,500  a  share. 

It  was  accordingly  arranged  that  as  the  comptroller  had  agreed  that  said 
sale  should  be  continued  for  30  days,  it  would  be  accordingly  so  continued, 
and  that  meanwhile  the  receiver  and  his  counsel  would  investigate  the  bona 
fides  of  the  alleged  negotiations  for  the  sale  of  the  property  by  the  creditors' 
committee  by  the  purchasing  syndicate.  This  conference  was  held  on  Satur- 
day. On  Monday,  without  making  any  such  investigation,  the  receiver  and 
his  counsel  appeared  at  Uniontown,  and  against  the  protests  of  the  trustees 
insisted  upon  electing  representatives  of  the  comptroller  directors  of  one  of 
the  coal  companies,  thereby  taking  control  of  said  corporation  contrary  to  the 
terms  of  the  agreement  under  which  the  stocks  had  been  deposited. 

That  is  a  sworn  statement  in  the  petition  that  was  filed  in  the 
United  States  Court.  That  .shows  you.  Senators,  the  significance 
of  what  Mr.  Williams,  and  his  receivers,  and  his  counsel  were  do- 
ing.     [Continues  reading:] 

•the  same  week  said  receiver  and  his  counsel  went  to  New  York  and  investi- 
gated the  negotiations  with  said  syndicate  for  the  sale  of  said  property,  but 
said  receiver  upon  his  return,  when  asked  by  the  trustees  whether  or  not  the 
sale  would  be  further  continued,  stated  in  reply  that  he  would  not  answer  as  it 
might  furnish  to  the  trustees  information  upon  which  to  proceed  to  obtain 
another  order  of  stay.  Counsel  for  the  trustees,  in  writing,  requested  counsel 
for  the  receiver  to  advise  him  what  conclusions  had  been  reached  in  the 
premises  with  reference  to  continuing  the  sale,  but  said  counsel  did  not  reply 
to  said  letter.  Accordingly,  the  trustees  and  their  counsel  to  the  last  minute 
did  not  know  whether  said  sale  would  be  continued  or  not;  and  at  the  last 
minute,  a  few  hours  before  the  time  of  the  sale  on  Saturday  last,  the  16th 
instant,  for  some  reason  unknown  to  petitioners,  the  sale  was  continued  for 
another  week  and  readvertised  for  the  23d  instant. 

Meanwhile,  said  receiver  has  been  giving  out  information  to  the  newspapers, 
especially  to  the  News  Standard,  of  Uniontown,  Pa.,  which  on  the  16th  instant 
stated : 

"  Definite  determination  of  the  Government  to  dispose  of  the  property 
developed  yesterday,  with  the  further  fact  that  all  negotiations  between  the 
financial  interests  behind  the  present  examination  of  the  Thompson  properties 
and  the  Government  officials  have  abruptly  terminated.  These  interests,  a 
combination  of  New  York  and  St.  Paul  financial  men,  have  failed  to  convince 
Receiver  Strawn  or  the  Federal  authorities  that  they  will  underwrite  the 
Thompson  estate  sufficiently  to  guarantee  a  full  payment  of  all  the  debts  which 
bear  the  stamp  of  Federal  protection.  These  include  the  direct  debts  of  the 
bank  to  depositors  and  Mr.  Thompson's  notes  held  by  other  national  banks  of 
the  country." 

The  publication  of  such  statements  makes  the  carrying  out  of  the  proposed 
sale  very  much  more  difficult,  and  the  sale  of  said  building,  which  is  regarded 
in  Fayette  as  the  Thompson  Building,  would  make  the  entire  public  believe  that 
all  negotiations  for  the  rehabilitation  of  the  Thompson  estate  were  at  an  end 
and  that  the  estate  had  to  be  liquidated  by  being  sold  out  piecemeal  and  in 
segregated  parts.  It  would  not  only  cause  the  loss  of  millions  of  dollars  to 
said  estate,  but  also  millions  of  dollars  of  loss  to  all  holders  of  coal  securities, 
as  the  throwing  of  these  enormous  properties  upon  the  market  would  have  the 
effect  of  greatly  reducing  the  price  of  coa,l  property  throughout  western  Penn- 
sylvania and  West  Virginia. 

I  am  reading,  gentlemen,  what  was  stated  in  a  petition  sworn  to 
by  Mr.  Strawn.  Gentlemen  of  this  committee,  he  is  alleged  to  have 
said  time  after  time,  after  he  became  receiver 

The  Chairman.  Sworn  to  by  whom?    Finish  your  sentence. 

Mr.  Jones.  This  is  sworn  to  by  Mr.  G.  R.  Schrugham,  one  of  the 
trustees,  and  the  petition  is  signed  by  all  of  the  stockholders,  in- 
cluding the  Thompson  trustees.  Up  \o  that  time  I  had  not  been 
associated  with  counsel 

The  Chairman.  Proceed. 
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Mr.  Jones.  On  Saturday  morning,  February  23,  after  this  agree- 
ment in  New  York  to  postpone  this  sale,  after  this  equity  case  had 
started  to  determine  what  this  contract  between  Williams  and  Thomp- 
son was — remember  that  on  Friday  night  before  the  23d  was  when 
this  committee  meeting  was  held— Mr.  A.  Leo  Weil,  attorney  for  the 
trustees.  Judge  Humble,  15  years  on  our  local  bench,  and  myself, 
went  into  the  United  States  court  in  Pittsburgh,  70  miles  away,  with 
a  sworn  petition  for  a  restraining  order  to  stop  the  sale  of  this  bank. 
I  had  telegraphed  the  comptroller  the  result  of  the  public  meeting 
remonstrating  against  the  sale.  This  case  in  equity  had  been  started 
to  construe  this  contract  and  dispose  of  the  stock,  and  yet  the  United 
States  court  said,  "  Now,  gentlemen,  the  bank  building  is  being  ad- 
vertised to-day.  The  comptroller  has  charge  of  that.  The  Govern- 
ment of  the  United  States  is  settling  this  estate,"  or  in  words  to  that 
effect;  and  on  Saturday  morning,  February  23, 1918,  the  court  refused 
to  issue  a  second  restraining  order.  Now,  notice.  The  first  restrain- 
ing order  never  would  have  been  withdrawn  had  not  Mr.  Williams 
and  his  New  York  counsel  suggested  the  conference  in  New  York. 
It  was  withdrawn  in  pursuance  of  that  conference,  and  after  it  was 
withdrawn  these  stockholders  were  unable  to  get  reinstated,  and  the 
bank  building  was  sold. 

What  happened  when  they  came  to  the  equity  case?  I  am  going 
to  conclude  in  just  a  minute,  Mr.  Chairman.  I  want  the  lawyers  on 
this  committee  to  examine  the  paper  books  in  this  case  to  determine 
just  what  was  at  issue  in  this  equity  case  of  which  I  offer  the  paper 
books  in  evidence.  That  equity  case  was  started  to  determine  what 
this  contract  was  and  to  dispose  of  this  stock.  To  prove  that  I  want 
to  read  the  sixteenth  paragraph  of  the  second  petition  for  a  restrain- 
ing order. 

On  account  of  the  controversies  between  the  receiver  and  said  Thompson 
and  the  stockholders  of  said  bank  as  to  the  construction 

There  is  the  word  "  construction."    [Continues  reading:] 

<»f  *nid  agreement  under  which  said  coal  stocks  were  deposited 

The  Chairman.  Does  it  set  out  the  agreement? 

Mr.  Jones.  Oh,  yes ;  it  is  all  set  forth  in  this  petition — that  is,  the 
order  of  our  court  permitting  the  attorneys  to  turn  this  stock  over 
to  Mr.  Williams  is  all  set  out  in  this  petition. 

The  Chairman.  You  are  not  referring  now  to  the  oral  agreement? 

Mr.  Jones.  Oh,  yes. 

The  Chairman.  Is  that  set  out  in  that  petition,  the  oral  agreement 
with  Thompson  ? 

Mr.  Jones.  The  facts  that  are  alleged  to  constitute  the  agreement 
are  set  out  in  this  petition. 

The  Chairman.  You  base  that  on  the  correspondence  that  you 
have? 

Mr.  Jones.  Yes,  sir;  and  the  personal  interviews  as  claimed  by 
Mr.  Thompson. 

The  Chairman.  Very  well.  Was  the  terminology  of  that  agree- 
ment as  set  out  in  that  petition  disputed  by  anybody? 

Mr.  Jones.  The  language  of  this  agreement?  It  was  disputed 
when  we  got  into  the  equity  case. 

The  Chairman.  Was  there  any  disposition  on  the  part  of  the 
comptroller  to  dispute  the  answer  setting  forth  this  agreement? 
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Mr.  Jones.  In  the  answer  which  was  filed  by  Mr.  Strawn,  he 
denied  that  there  was  any  obligation  on  him  to  answer  that  ques- 
tion. The  receiver  representing  the  comptroller,  in  the  first  answer 
he  filed  to  the  petition  praying  for  a  restraining  order,  to  that  por- 
tion of  the  petition  setting  forth  that  this  stock  was  hypothecated 
with  the  comptroller  and  that  it  was  in  his  hands  to  protect  Thomp- 
son's indebtedness  to  the  bank 

The  Chairman.  Just  answer  my  question  to  get  this  clear  in  my 
mind.    This  petition  calls  for  a  construction  of  a  certain  agreement? 

Mr.  Jones.  This  petition  sets  up  that  a  suit  in  equity  had  been 
filed  to  determine  the  construction. 

The  Chairman.  Very  well.  And  does  this  petition  you  set  up 
give  that  agreement? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Has  the  language  of  that  agreement  or  the  terms 
of  it  ever  been  disputed  by  the  comptroller? 

Mr.  Jones.  As  I  said  a  moment  ago 

The  Chairman.  Or  by  his  counsel  ? 

Mr.  Jones.  The  receiver  of  Mr.  Williams  and  his  counsel  deny  any 
obligation  on  him,  in  the  proceeding  to  restrain  the  bank,  to  answer 
the  question. 

The  Chairman.  How  was  that  decided? 

Mr.  Jones.  It  has  never  been  decided  yet.  The  conference  in  Xew 
York  provided,  as  we  understood — that  is,  the  conference  in  New 
York  was  to  the  effect  that  a  suit  was  to  be  brought  in  equity  to  settle 
that  question,  and  when  the  bank  building  was  being  sold  before  that 
question  was  settled,  then  we  went  into  court 

The  Chairman.  I  understand  that. 

Mr.  Jones  (continuing).  And  alleged  that  this  suit  in  equity  by 
agreement  with  the  comptroller  had  been  started  to  construe  that 
contract,  and  until  that  was  settled  we  could  not  with  safety  permit 
the  bank  building  to  be  sold ;  that  is,  we  had  an  agreement  that  it 
would  not  be  sold.    I  will  read  on : 

As  to  the  construction  of  said  agreement  under  which  said  coal  stocks  were 
deposited  as  security  for  the  payment,  first,  of  said  indebtedness  of  said 
Thompson,  and,  second,  of  securing  and  protecting  all  depositors  of  said  hank, 
and,  third,  of  securing  the  payment  of  notes  of  said  Thompson  held  by  other 
national  hanks,  said  controversies  being  as  to  what  is  the  Indebtedness  of  said 
Thompson  to  said  bank,  to  the  payment  of  which  the  proceeds  from  the  sale  of  said 
stock  should  be  applied,  as  required  by  the  express  terms  of  said  agreement  of  de- 
posit with  said  comptroller — said  comptroller  has  filed  in  the  District  Court  of 
the  United  States  for  the  Western  District  of  Pennsylvania  at  No.  192,  May  terra, 
1918,  his  bill  in  equity  praying  for  the  construction  of  said  agreement  and  nn 
order  directing  the  sale  of  the  said  stocks  deposited  thereunder,  and  for  the  dis- 
tribution of  the  proceeds  of  the  sale  of  said  stocks  to  and  among  the  parties 
entitled  thereto.  Service  of  said  bill  has  been  made  upon  the  respective  parties 
defendant,  which  said  bill  is  now  pending. 

If  said  comptroller  should  dispose  of  the  Liberty  and  Wetzel  Coal  Co.  stocks, 
and  apply  the  proceeds  in  accordance  with  the  terms  of  said  deposit  to  the 
payment  of  the  indebtedness  of  said  Thompson,  and  the  indebtedness  of  said 
Thompson  is  as  alleged  by  petitioners  and  claimed  by  said  Thompson  in  the 
several  amounts,  both  direct  and  indirect,  as  hereinabove  set  forth,  all  of  the 
indebtedness  of  said  bank  can  be  paid  by  the  proceeds  of  said  sale,  the  cash 
now  on  hand,  and  the  hills  and  accounts  receivable,  and  all  of  said  real  estate 
will  remain  the  property  of  the  stockholders. 

I  will  not  read  further.  That  is  a  sworn  statement  in  the  proceeding 
to  stop  the  sale  of  the  bank  building  after  the  conference  in  New 
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York  and  after  this  equity  case  was  brought  to  construe  that  agree- 
ment. 

Immediately  after  that,  gentlemen,  is  when  I  went  to  Pittsburgh  as 
attorney  for  these  stockholders  and  attempted  to  have  the  independ- 
ent stockholders,  those  outside  of  Thompson,  be  permitted  to  become 
parties  defendant  in  order  that  they  might  see  that  this  contract  was 
construed  so  as  to  protect  their  interests.  Mr.  Wendt,  the  attorney 
who  appeared  here  before  you  for  the  comptroller,  argued  to  the 
court  for  an  hour  and  a  half  that  the  receiver  Strawn,  was  a  party 
defendant,  that  he  represented  my  clients,  and  that  he  being  a  de- 
fendant representing  my  clients,  my  clients  should  not  be  parties  de- 
fendant— which,  as  a  legal  proposition,  was  entirely  right,  and  we 
do  not  want  to  be  undestood  as  criticizing  the  court  for  sustaining 
that  position.  My  position  is  this,  that  Mr.  Strawn  was  disputing 
Thompson's  direct  and  indirect  indebtedness  while  embraced  in  this 
contract.  Mr.  Williams  was  standing  mute,  would  not  say  anything, 
as  he  is  standing  mute  to  this  very  moment.  If  Mr.  Strawn  did  not 
raise  the  question  as  to  the  legal  representative  of  the  stockholders 
of  the  bank,  who  would  raise  the  question  ? 

Mr.  Wendt,  attorney  for  the  comptroller,  would  not  allow  me 
under  those  circumstances  to  file  that  petition  and  allow  my  clients 
to  have  a  day  in  court. 

Let  me  read  you  Mr.  Strawn's  answer,  found  on  page  46  of  the 
second  volume.  That  will  show  you,  gentlemen,  whether  or  not  Mr. 
Strawn  wanted  this  agreement  construed  in  this  equity  case  : 

Answer  of  John  H.  Strawn,  Rkceiver,  filed  March  26,  1918. 

I,  John  H.  Strawn,  receiver  of  the  First  National  Rank  of  Union  town,  one 
of  the  defendants  in  this  action,  for  answer  to  the  portion  of  tiie  answer  of 
David  M.  Hertzogr,  eGorpe  R.  Scrugham,  and  R.  M.  Hite,  trustees  in  bank- 
ruptcy of  Josiah  V.  Thompson,  or  to  such  parts  thereof  as  I  am  advised  that 
it  is  necessary  for  me  to  answer,  say : 

I  deny  that  plaintiff,  through  me  as  receiver  of  the  bank,  or  that  I  as  such 
receiver,  have  maintained  and  insisted  that  the  only  indebtedness  of  Thompson 
to  the  bank,  for  which  said  stock  is  held  as  collateral,  is  his  direct  indebtedness, 
nan-epating  between  $200,000  and  $300,000. 

He  denied  that  after  he  had  written  a  letter  to  Mr.  Wiliams  dated 
May  28,  1917,  and  this  was  filed  almost  a  year  later,  in  which  he 
suggested  to  Mr.  Williams  that  the  language  of  the  order  of  the 
court  did  not  appear  broad  enough  to  embrace  Mr.  Thompson's  direct 
and  indirect  indebtedness.    I  read  on : 

T  can  not  state  the  exact  amount  of  the  so-called  indirect  indebtedness  of 
Thompson  to  the  bank ;  but  the  total  thereof,  together  with  his  direct  indebted- 
ness, does  not  equal  the  amount  stated  in  the  answer,  $800,000. 

He  did  not  say  what  it  was,  and  he  knew  what  both  of  them 
were.  He  had  the  figures  and  the  list  had  all  been  checked  up  be- 
tween him  and  Thompson.     [Continues  reading:] 

Much  of  this  indirect  indebtedness  I  have  collected,  and  I  have  secured 
large  portions  of  the  remainder,  which  will  be  collected. 

In  like  manner  I  have  secured  liens  for  a  large  proportion  of  Thompson's 
direct  Indebtedness  to  the  bank,  which  I  believe  will  be  collected. 

I  am  advised  that  it  Is  not  necessary  for  me  to  further  reply. 

Gentlemen,  there  was  a  bill  of  the  comptroller  brought  to  con- 
strue that  agreement.  I  had  attempted  to  have  my  clients  made 
parties  defendant  in  order  that  that  agreement  might  be  construed 
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and  their  interest  protected,  and  yet  Mr.  Strawn,  representing  my 
clients,  comes  into  court  and  does  not  raise  the  question,  and  states 
in  his  answer: 

I  am  advised  that  it  Is  not  necessary  for  me  to  further  reply. 

My  clients  were  kept  out  of  court  by  Mr.  Williams's  attorney. 

The  Chairman.  Did  you  make  any  attempt  to  get  a  further  reply? 

Mr.  Jones.  Did  I  cite  him  to  file  an  additional  answer? 

The  Chairman.  Yes. 

Mr.  Jones.  No.  I  will  tell  you  why.  Mr.  Wendt  told  me  before 
the  United  States  court  that  when  this  matter  came  on  for  hearing 
he  would  let  me  know,  in  order  that  I  might  attend  the  hearing  as 
an  attorney  for  those  parties.  The  case  went  to  hearing  without 
any  notice  from  Mr.  Wendt  to  me,  and  I  did  not  know  anything 
more  about  it  until  the  decree  was  entered. 

The  point  I  want  to  make,  gentlemen,  in  connection  with  this 
right  here  is  this:  This  bill  was  filed  by  the  comptroller  to  con- 
strue that  agreement  and  to  sell  this  stock.  In  the  meantime  the 
sale  of  the  bank  building  was  to  be  continued,  first,  for  30  days.  We 
did  not  have  the  language  of  the  conference  in  New  York  to  de- 
termine whether  it  was  from  time  to  time  until  this  equity  case  was 
disposed  of,  but  the  presumption  is  that  it  was.  What  was  the  use 
of  withdrawing  the  restraining  order  for  30  days  and  then  let  the 
bank  building  be  sold  without  a  construction  of  this  jJfereement,  and 
the  sale  of  this  stock  in  the  hands  of  the  comptroller  as  collateral 
and  the  application  of  the  proceeds  of  that  stock?  But  it  came  up 
to  the  last  minute  before  February  23,  1918,  when  this  bank  build- 
ing was  sold,  and  these  stockholders  did  not  know  what  the  receiver 
and  Mr.  Williams  were  going  to  do.  They  did  not  know  until  Fri- 
day evening  when  that  public  meeting  was  called,  and  they  did  not 
know  until  they  went  to  Pittsburgh  on  Saturday  morning  with  an- 
other petition  setting  forth  the  facts  about  the  conference  in  New 
York;  and  this  equity  suit  was  brought  by  agreement  to  construe 
the  contract  and  apply  the  proceeds  of  that  stock  to  the  indebtedness 
of  Mr.  Thompson. 

The  Chairman.  What  happened  to  the  other  petition?  Put 
it  all  in  here. 

Mr.  Jones.  We  came  down  on  Saturday  morning,  February  23, 
the  day  the  bank  building  was  to  be  sold  and  the  dav  on  which  the 
bank  building  was  sold— Judge  Humble,  attorney  for  the  Thompson 
trustees;  Mr.  Weil,  of  Pittsburgh,  associated  with  Mr.  Humble  for 
the  trustees;  and  I,  representing  these  independent  stockholders, 
went  by  petition  before  the  United  States  court,  the  petition  embrac- 
ing all  of  the  facts  of  the  original  petition  on  which  a  restraining 
order  had  issued  and  had  been  withdrawn  because  of  the  conference 
in  New  York.  The  prayer  of  the  petition  for  a  second  restraining 
order  was  refused  by  the  United  States  court  and  the  bank  building 
was  sold  at  that  time. 

The  Chairman.  On  what  ground  was  that  second  petition  denied? 

Mr.  Jones.  Because  we  had  withdrawn  the  other  petition — I  mean, 
because  the  other  petition  had  been  withdrawn  and  the  restraining 
order  vacated;  and  the  second  petition  was  presented  at  the  last  mo- 
ment before  the  sale  was  to  be  held  in  Uniontown  and  the  court 
simply  refused  it. 
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The  Chairman.  Have  you  the  finding  of  the  court  there? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Was  it  on  the  ground  that  it  was  too  late  or  was 
res  judicata? 

Mr.  Jones.  The  order  of  the  court  on  the  second  petition  filed  Feb- 
ruary 23,  1918,  as  found  on  page  36  of  the  extracts  of  record,  is  as 
follows : 

And  now,  February  23,  1918,  petition  refused. 

(Signed)  per  curiam. 

The  Chairman.  That  is  all;  no  reasons  given? 

Mr.  Jones.  No,  sir.  Now,  gentlemen,  in  order  to  show  that  Mr. 
Williams  was  personally  responsible  for  that  conference  in  New  York, 
and  in  order  to  show  that  what  was  done  after  that  must  have  been 
done  by  him,  I  want  to  read  an  extract  from  Mr.  Strawn's  testimony 
in  the  equity  case  found  on  page  71  of  volume  2  of  the  paper  book : 

Witness  (Mr.  Strawn)  met  Mr.  Well,  Mr.  Wick  wire,  Mr.  Untermyer,  and  Mr. 
Thompson  last  January  at  Mr.  Untermyer's  residence  in  New  York,  pursuant  to 
instructions  from  the  comptroller. 

Mr.  Williams  was  responsible  for  the  conference  in  New  York. 
The  comptroller,  Mr.  Williams,  was  responsible  then  for  the  with- 
drawal of  the  petition  which  restrained  the  sale  of  the  bank  building. 
He  was  responsible  for  the  sale  of  the  bank  building  under  the  cir- 
cumstances in  which  it  was  made. 

I  am  going  to  mention  just  one  or  two  facts,  Mr.  Chairman,  and 
then  I  will  be  through. 

As  I  said  a  while  ago  in  answer  to  a  question  of  the  Senator,  Mr. 
Weil,  of  Pittsburgh,  and  Samuel  Untermyer,  of  New  York,  are  more 
experienced  lawyers  and  better  appreciate  the  principles  of  law  in- 
volved and  the  questions  at  issue  in  the  equity  case  than  I.  I  read 
from  their  argument.  This  argument  is  signed  by  Weil  &  Thorp, 
attorneys  for  appellants.  A  Leo  Weil,  Charles  M.  Thorp,  S.  Leo 
Ruslander,  W.  D.  Stewart,  of  counsel,  and  Samuel  Untermyer,  coun- 
sel to  creditors'  committee.    (Reading:) 

These  offers  of  evidence  were  for  the  purpose  of  showing  that  the  term  "  of 
all  indebtedness  of  said  Thompson  to  the  bank,"  Included  his  indirect  as  well 
as  his  direct  obligations.  The  fact  was  admitted  that  he  told  the  comptroller 
of  this  indirect  indebtedness  and  explained  its  character.  It  was  understood  at 
all  times  between  the  comptroller  and  Mr.  Thompson  that  it  was  because  of  this 
indirect  liability  that  Mr.  Thompson  was  called  upon  to  put  up  collateral;  in 
fact,  he  had  been  forced  to  take  out  of  the  bank  certain  of  his  direct  obligations 
and  substitute  therefor  the  obligations  of  other  parties,  the  payment  of  which 
Mr.  Thompson  had  assumed. 

That  is  the  language  of  those  lawyers  in  connection  with  the  issue 
as  framed  in  the  equity  case. 

I  want  to  read  several  paragraphs  in  connection  with  further  of- 
fers made.    I  read  from  page  72  of  volume  1 : 

We  offered  to  prove  that  the  receiver  by  liquidating  the  assets  of  the  bank 
ha<i  paid  all  the  creditors  and  depositors  of  the  bank,  or  had  sufficient  money 
on  hand  to  make  such  payments. 

This  was  after  the  bank  building  was  sold. 

This  would  show  that  the  sale  of  the  stock  was  not  necessary  to  protect  de- 
positors from  loss. 

■ 

After  the  bank  building  was  sold,  after  Mr.  Strawn's  receiver  had 
sufficient  money  in  his  hands  to  pay  all  depositors,  they  were  even 
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then  following  up  this  proceeding  to  sell  this  stock  under  the  circum- 
stances I  have  described  a  while  ago  when  I  said  that  nobody  knew 
what  interest  they  had  in  the  proceeds  of  that  stock,  nobody  knew, 
no  group  of  men  or  women  knew  what  their  interests  might  be  so 
that  they  might  protect  themselves 

The  Chairman.  They  were  following  up  the  proceedings  to  de- 
termine to  whom  the  proceeds  from  the  sale  of  the  stock  should  go? 

Mr.  Jones.  No.  They  got  away  from  the  construction  01  the 
agreement.  They  would  not  allow  it  to  be  construed,  and  they  ob- 
jected to  every  bit  of  testimony  offered  to  construe  the  agreement, 
and  they  simplv  resolved  it  into  a  foreclosure  proceeding.  They 
changed  the  entire  character  of  the  proceeding  from  what  it  had  been 
understood  the  proceeding  would  be  in  New  York  in  that  conference. 
That  was  the  duplicity  of  the  whole  proposition.  After  they  got 
the  restraining  order  stopping  the  sale  of  the  bank  avoided  and  at 
the  time  this  proceeding  was  just  brought  in  equity  to  construe  the 
contract  the  attorneys  for  the  stockholders  thought  it  was  a  pro- 
ceeding to  construe  the  agreement. 

The  Chairman.  I  understood  that  you  were  quoting  from  their 
statment  as  to  what  the  agreement  meant? 

Mr.  Jones.  As  I  was  just  saying,  Senator,  the  counsel  for  the  stock- 
holders thought  this  proceeding  was  to  construe  the  agreement. 

The  Chairman.  Yes;  I  understand  you. 

Mr.  Jones.  But  after  they  got  into  it  they  found  it  was  not  a  suit 
to  construe  the  agreement,  but  a  suit  to  foreclose. 

The  Chairman,  I  understand  you,  now. 

Mr.  Jones.  I  am  simply  reading  the  summary  of  the  offers  that 
this  counsel  attempted  to  prove  and  how  Wendt  and  his  counsel 
attempted  to  prove  it:  • 

We  offered  to  prove  that  the  sale  of  these  securities  should  not  be  ordered 
at  this  time  because  there  was  a  contract  of  sale  outstanding  for  $750,000 
for  these  securities,  which  in  all  probability  would  be  consummated  within  a 
comparatively  short  time  and  that  this  amount  was  more  than  would  be 
realized  at  a  public  sale.  We  offered  to  prove  that  vast  majority  of  the  bene- 
ficiaries of  this  trust  of  which  the  comptroller  was  trustee  had  approved  of  that 
sale  for  $750,000  and  were  opposed  to  any  sale  by  the  comptroller  at  this  time. 

A.  Leo  Weil,  in  the  trial  of  the  case,  offered  to  prove  that  practi- 
cally all  of  the  nation  banks  of  the  United  States  at  that  time  held 
Thompson's  notes,  and  were  the  third  and  last  list  of  beneficiaries 
under  the  agreement  of  Mr.  Strawn  and  Mr.  Williams.  He  offered  to 
prove  that  the  banks  did  not  want  it  sold,  that  the  stockholders  did 
not  want  it  sold,  and  offered  to  prove  that  the  depositors  were  paid 
in  full  or  that  there  was  money  enough  in  the  hands  of  the  comp- 
troller to  pay  in  full ;  yet  he  was  not  permitted  to  prove  a  word  of 
it  after  Mr.  "Williams's  attorney  in  New  York  had  agreed  that  this 
case  should  be  started  for  that  very  purpose. 

As  I  said  a  minute  ago,  the  attorneys  for  the  stockholders  with- 
drew their  restraining  order  to  stop  the  sale,  with  an  understand- 
ing— not  in  writing;  certainly  not — with  the  comptroller  that  a  suit 
would  be  brought  to  construe  the  agreement  and  sell  this  stock  first; 
and  as  soon  as  they  got  the  matter  in  shape  and  the  restraining  order 
off  the  record,  then  they  jammed  the  sale  of  the  bank  building 
through  and  then  had  the  court,  on  the  pleadings  that  Mr.  Williams 
and  Mr.  Strawn,  his  receiver,  framed — had  the  court  construe  this 
suit  to  be  a  foreclosure  proceeding  and  not  a  suit  to  construe  an  agree- 
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ment  between  Thompson  and  Williams.  The  building  was  gone,  and 
now  what  do  they  want  to  do?  They  want  to  sell  these  stocks  for 
whatever  they  can  get  out  of  them  under  the  circumstances. 

The  Chairman.  Have  the  stocks  depreciated? 

Mr.  Jones.  No,  sir;  they  are  appreciating;  they  are  increasing  in 
value.  But  here  is  a  question  in  reference  to  the  stock:  If  Mr.  Wil- 
liams sells  these  stocks  for  $500,000  and  Mr.  Thompson's  direct  in- 
debtedness to  the  bank  is  $200,000,  then  $200,000  of  the  $500,000  goes 
to  the  bank.  The  depositors  are  paid  in  full.  That  was  the  second 
class  of  creditors  for  which  this  stock  was  hypothecated.  The  depos- 
itors of  the  bank  are  paid.  So  that  leaves  the  third  class  of  bene- 
ficiaries under  this  agreement  who  would  participate  and  get  this 
$300,000. 

Mr.  Weil  offered  to  prove  in  that  case  brought  by  the  comptroller, 
as  he  thought,  to  construe  the  agreement,  but  as  the  comptroller  and 
his  counsel  framed  the  issue,  it  was  nothing  but  a  foreclosure  proceed- 
ing— Mr.  Weil  offered  to  prove  that  the  national  banks  of  the  United 
States,  a  great  majority  of  them,  did  not  want  the  comptroller  to  sell 
that  stock.  The  comptroller's  counsel  objected  to  that  testimony,  and 
the  comptroller's  counsel's  objections  prevailed,  and  the  court  would 
not  hear  a  word  of  that  testimony.  It  said  that  the  comptroller 
under  this  agreement  has  a  right  to  sell  this  stock  because  Mr. 
Thompson  did  not  redeem  it  within  a  specified  time. 

I  could  read  you  some  other  paragraphs,  gentlemen,  as  to  the  offers 
that  were  made.  I  want  to  read  you  the  summary  oi  this,  as  to  just 
what  that  case  was.    This  is  not  my  language : 

When  the  crash  came,  and  after  the  receiver  appointed  by  the  comptroller 
bad  taken  charge  of  and  had  nearly  completed  the  liquidation  of  Thompson's 
hank,  and  when  the  comptroller,  through  his  receiver,  had  in  his  hands  enough 
money,  or  had  enough  security  outside  of  these  trustees'  stocks,  with  which  to 
pay  and  discharge  nil  of  Thompson's  indebtedness  to  the  bank,  and  after  prac- 
tically all  of  the  depositors  'had  been  paid  the  comptroller  filed  this  bill  in 
equity  for  leave  to  sell  this  collateral  which  had  been  deposited  with  him  under 
n>  circumstances  above  staled.    For  what  reason? 

This  is  the  language  of  the  attorneys  in  this  case : 

What  reason  is  given  in  the  bill  filed?  Let  this  question  be  emphasized  again 
and  again — For  what  reason?  Why?  It  was  not  to  satisfy  creditors  who  were 
clamoring  for  this  sale,  because,  as  a  matter  of  fact,  as  we  offered  to  prove, 
a  vast  majority  of  them  did  not  want  the  sale  and  were  opposed  to  it.  With 
the  exception  of  one  or  two  comparatively  small  creditors,  no  beneficiary  of 
the  trust  appeared  in  court  to  urge  the  sale.  As  a  matter  of  fact  the  majority 
of  the  beneficiaries  are  not  before  this  court. 

The  sale  is  insisted  upon  by  the  comptroller  notwithstanding  the  fact  that 
offers  were  made  to  show  that  the  market  for  coal  properties  was  appreciating 
and  a  better  price  could  be  obtained  later;  notwithstanding  the  fact  that  an 
offer  was  made  to  show  that  the  option  price  as  contained  in  the  contract  with 
the  comptroller  would  in  all  probability  be  paid  shortly  by  the  purchasers  of 
the  Thompson  properties,  and  that  this  was  a  higher  price  than  could  be  ob- 
tained at  a  public  sale;  notwithstanding  the  fact  that  an  offer  was  made  to 
show  that  the  sale  of  this  stock  would  imperil  the  liquidation  of  the  whole 
Thompson  property,  involving  millions,  because  it  would  take  out  so  valuable 
a  part  of  the  property  optioned ;  notwithstanding  the  fact  that  it  was  offered 
to  prove  that  because  the  respective  parties  or  classes  of  parties  who  would 
he  entitled  to  distribution  out  of  the  fund  realized  from  the  sale  were  in 
doubt — 

Now,  notice  this : 

Uncertainty  and  controversy,  and,  therefore,  until  determined,  neither  class 
would  know  whether  or  not  to  bid  at  the  sale  and  thereby  protect  their  in- 
terest, and  therefore,  as  a  result,  bidding  would  be  deterred  and  a  less  price 
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secured.  In  fact,  generally  summarized,  without  the  allegation  of  complaint 
or  the  proof  at  the  trial  of  a  single  valid  reason  why  this  sale  should  be  hur- 
ried or  insisted  upon  at  this  time,  and  against  the  protests  and  objection  of 
substantially  all  of  the  beneficiaries,  and  contrary  to  all  of  the  reasons  which 
appealed  for  delay  in  the  interest  of  the  beneficiaries,  and  particularly  in  the 
interest  of  the  trustees  in  bankruptcy  representing  general  creditors  of  the 
Thompson  estate,  insistence  was  made  upon  an  order  directing  sale  at  once— 
and  again  the  question  is  asked,  Why?  To  what  end?  For  what  purpose? 
To  serve  or  gratify  whom?    There  is  nothing  in  the  record  to  show. 

That  is  the  language  of  the  brief. 

The  Chairman.  Is  that  all,  Mr.  Jones? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Mr.  Williams,  I  understand  you  desire  to  answer? 

Have  you  finished,  Mr.  Jones  ? 

Mr.  Jones.  Yes,  sir. 

Mr.  Williams.  I  would  like  to  have  a  few  minutes  to  reply. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS,  COMPTROLLER 

OF  THE  CTTBBENCY— Resumed. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  my  feelings  are  pre- 
cisely the  same  as  yours  would  be  if  this  witness  had  made  these  state- 
ments and  charges  against  any  member  of  this  committee.  He  has 
absolutely  no  basis  upon  which  to  go,  and  I  want  to  denounce  Mr. 
Jones  as  a  contemptible  and  wanton  slanderer  in  making  the  state- 
ment or  suggestion  that  I  had  any  private  or  personal  motives  in  any 
act  which  I  have  taken  in  connection  with  this  matter.  His  state- 
ments are  so  full  of  inconsistencies  that  it  will  take  me  some  little 
time  to  point  them  out,  and  I  will  not  tax  your  patience  further  at 
this  time. 

I  will  simply  say  this :  He  has  admitted  to  you  that  he  begged  me 
to  simply  give  him  a  letter  and  a  very  brief  statement  as  to  what  I 
thought  would  be  the  construction  of  a  certain  agreement,  and  that 
if  I  should  give  him  that  letter  all  would  be  well  and  that  he  would 
not  make  his  complaint. 

The  Chairman.  Not  so  much  as  to  the  construction  but  as  to  the 
language  of  the  agreement,  as  I  understand  it.  He  wanted  you  to 
put  in  writing  the  terms  of  the  agreement. 

Mr.  Williams.  I  beg  your  pardon ;  I  think  what  he  said  was  my 
construction  of  the  agreement. 

The  Chairman.  There  was  no  written  agreement. 

Mr.  Williams.  Perhaps  you  will  ask  him  and  get  that  clearly  in 
your  own  mind. 

Mr.  Jones.  My  request  of  Mr.  Williams  was  that  he  tell  me  what 
were  the  terms  of  the  agreement,  not  his  construction  or  not  his 
opinion. 

Mr.  Williams.  The  arrangement,  Mr.  Chairman,  had  been  submit- 
ted to  the  Federal  courts  for  construction  and  interpretation. 

The  Chairman.  Yes ;  but  what  I  want  to  get  clear  in  my  mind  is 
your  reason  for  refusing  to  give  him  the  terms  of  the  agreement. 

Mr.  Williams.  The  terms  of  the  agreement  were  with  the  court. 
The  court  had  to  construe  and  declare  what  the  terms  were. 

The  Chairman.  The  language  of  the  agreement? 

Mr.  Williams.  The  stock  was  deposited  under  a  more  or  less  in- 
definite agreement,  but  for  the  benefit  of  the  creditors  of  Mr.  Thomp- 
son in  the  First  National  Bank  of  Uniontown  primarily 
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The  Chairman.  The  correspondence  and  letters  indicate  that  there 
was  an  understanding,  a  clear  understanding  on  the  part  of  your  ex- 
aminers, that  by  the  terms  of  this  agreement  the  depositors  and  stock- 
holders of  the  bank  attached  to  the  bank  would  be  considered  before 
the  outside  debts.  He  wanted  you  to  put  that  understanding  in  writ- 
ing, as  I  understand  it? 

Mr.  Williams.  It  was  not  as  clean-cut  a  proposition  as  that,  Mr. 
Chairman,  as  you  have  stated  it.  It  was  more  or  less  vague  and  in- 
volved, and  it  was  necessary  for  the  comptroller  to  act  under  in- 
structions form  the  court.  He  could  do  nothing  else.  He  had  no 
authority  to  proceed  otherwise. 

The  Chairman.  You  mean  to  say  that  there  was  no  definite  agree- 
ment reached? 

Mr.  Williams.  Finally ;  by  order  of  court. 

The  Chairman.  No;  but  in  your  conversation  in  New  York 

Mr.  Williams.  I  never  went  to  New  York  on  the  subject,  Mr. 
Chairman. 

The  Chairman.  Your  representatives — or  wherever  this  under- 
standing was  reached.  It  has  been  stated  and  quoted  by  the  witness 
twice  from  written  letters  signed  by  your  examiners  or  the  receiver, 
and  that  agreement  is  stated  by  them  very  definitely  as  I  remem- 
ber it. 

Mr.  Williams.  That  is  just  the  trouble  with  the  agreement.  It 
was  not  a  very  definite  one  at  the  outset,  and  so  it  had  to  be  defined 
in  conference  with  the  court  or  on  the  courts'  order. 

The  Chairman.  The  witness  has  stated  that  he  repeated  the  agree- 
ment in  your  presence  to  your  counsel,  Mr.  Buchanan. 

Mr.  Jones.  Mr.  Buchanan  stated  the  terms  of  the  agreement  in 
Mr.  Williams'  presence  to  me. 

The  Chairman.  That  is  substantially  the  same  thing — that  Mr. 
Buchanan  stated  the  agreement  and  Mr.  Jones  asked  you  if  you 
would  put  it  in  writing,  and  you  declined. 

Mr.  Williams.  Yes. 

The  Chairman.  What  have  you  to  say  with  regard  to  that? 

Mr  .Williams.  I  am  very  glad  you  put  it  up  in  that  brief  form. 
I  told  the  witness  that  I  was  not  in  a  position  to  construe  that  agree- 
ment, that  the  whole  matter  had  been  submitted  to  the  Federal 
court 

The  Chairman.  He  did  not  ask  you  to  construe  it.  He  asked  you 
to  put  it  in  writing  as  stated  to  you  by  your  counsel,  Mr.  Buchanan. 

Mr.  Williams.  I  told  him  that  the  definition  of  that  agreement 
and  its  interpretation  were  a  matter  being  handled  by  counsel,  and 
that  I  would  not  undertake  to  take  the  matter  out  of  their  hands 
and  give  an  opinion  and  interpretation. 

The  Chairman.  Very  true,  the  interpretation  and  definition — that 
might  very  likely  be  a  fair  statement  to  make ;  but  when  you  come 
to  the  language  of  the  agreement  itself,  it  was  stated  to  you  by  your 
counsel,  Mr.  Buchanan. 

Mr.  Williams.  No;  I  think  that  Mr.  Buchanan  is  here  and  he  will 
answer  that  question  in  a  moment. 

The  Chairman.  That  is  Mr.  Jones'  statement. 

Mr.  Williams.  He  is  incorrect,  I  think. 
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The  Chairman.  Apparently  the  receivers  in  their  correspondence 
with  you  understood  definitely  just  what  the  terms  of  that  agree- 
ment were.  That  is,  the  language  of  the  agreement.  There  might 
be  a  dispute  as  to  the  interpretation  of  that  language. 

Mr.  Williams.  The  statements  made  by  Mr.  Jones  are  so  full  of 
inaccuracies  and  distortions  that  it  would  take  some  little  time  to 
nick  them  out  and  explain  them  to  the  committee.  I  shall  have  to 
do  that. 

The  Chairman.  As  a  matter  of  fact,  you  did  decline  at  that  time 
to  give  to  Mr.  Jones  the  language  of  the  agreement,  and,  as  I  under- 
stood you,  you  declined  to  give  it  because  there  never  was  any  agree- 
ment. 

Mr.  Williams.  I  declined  to  do  it  because  the  whole  matter  was 
before  the  Court  and  I  could  not  say  what  the  court's  construction 
or  interpretation  or  decision  would  be. 

The  Chairman.  What  do  you  mean  by  the  whole  matter! 

Mr.  Williams.  The  question,  in  the  first  place,  of  the  sale  of  the 
stock,  and,  in  the  second  place,  the  disposition  of  the  proceeds  thereof. 

The  Chairman.  The  question  of  the  terms  of  the  agreement  or  the 
interpretation  of  the  agreement — which  was  before  the  court? 

Mr.  Williams.  Both. 

The  Chairman.  The  terms  of  the  agreement  would  have  to  \p 
stated,  would  they  not,  before  the  court  could  determine  them? 

Mr.  Williams.  As  I  recall,  Mr.  Chairman  and  gentlemen,  the  stock 
was  deposited  originally 

The  Chairman.  Just  answer  my  question,  now.  I  just  want  to  get 
your  view  of  it.    When  were  the  terms  of  the  agreement  stated? 

Mr.  Williams.  Specifically,  at  the  start? 

The  Chairman.  How  could  it  be  interpreted  by  the  court  until  it 
wras  set  out  somewhere? 

Mr.  Williams.  To  the  best  of  my  knowledge  and  belief  the  terms 
and  the  details  of  the  agreement,  as  it  now  stands  to-day,  were  not 
set  out  in  the  original  paper  at  the  outset 

The  Chairman.  Then  the  dispute  was  over  the  language  of  the 
pgrreippnt  and  not  over  its  construction? 

Mr.  Williams.  I  do  not  recall  so  much  of  the  language  of  the 
original  agreement;  I  do  not  know  what  the  language  of  the  original 
agreement  was  or  what  you  may  call  the  original  agreement,  but 
there  was  correspondence  requiring  the  deposit  by  Mr.  Thompson  of 
certain  stocks  for  the  protection  of  the  creditors  of  the  First  National 
Bank. 

The  Chairman.  Oh,  I  understand  that;  but  when  you  got  posses- 
sion of  this  stock,  or  when  vour  counsel  did,  it  was  indorsed  in  blank 
and  there  was  no  power  oi  attorney  accompanying  it  indicating  the 
purpose  for  which  it  was  hypothecated? 

Mr.  Williams.  You  mean  there  was  or  was  not?        * 

The  Chairman.  There  was  not,  as  I  understand  it. 

Mr.  Williams.  May  Gov.  Buchanan  answer  that? 

The  Chairman.  Certainly. 

Mr.  Buchanan.  Mr.  Chairman,  I  think  I  can  make  that  clear  in  a 
very  brief  manner,  and  I  shall  have  to  be  brief  because  I  have  been 
called  home  on  account  of  the  illness  of  my  brother. 

This  agreement  is  in  writing  and  defined  by  the  court,  and  the  only 
controversy  is  over  the  construction  of  the  word  "  all." 
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Mr.  Williams.  May  I  interrupt  right  there?  Do  you  refer  to  the 
agreement  which  was  agreed  to  by  all  sides  subsequent  to  the  origi- 
nal deposits  of  the  certificates  of  stock? 

Mr.  Buchanan.  As  I  explained  in  my  testimony  at  a  former  date, 
this  stock  was  to  be  placed  in  the  hands  of  Mr.  Thompson's  counsel, 
McCombs,  Ryan  &  Gordon,  and  to  be  held  until  an  agreement  was 
framed,  or  at  least  they  were  to  form  a  corporation  to  procure  stock, 
and  the  time  they  did  that,  which  was  in  1914, 1  think 

The  Chairman.  You  mean  to  say  that  this  stock  was  turned  over 
without  any  understanding  as  to  the  obligations  accompanying  it? 

Mr.  Buchanan.  As  I  understand  it — I  was  not  here  at  the  time, 
sir — certain  coal  property  was  to  be  turned  over  to  a  corporation 
which  was  to  be  formed  for  that  purpose. 

The  Chairman.  I  am  not  talking  about  the  property. 

Mr.  Buchanan.  The  stock  was  to  be  procured  by  McCombs, 
Ryan  &  Gordon,  as  I  understood  from  the  letter  of  Mr.  McCombs, 
which  was  read  by  Mr.  Jones  this  morning.  It  was  to  be  held  to 
secure  Mr.  Thompson's  indebtedness  to  the  Union  National  Bank 
and  other  national  banks.  Subsequently  this  property  went  into  the 
hands  of  a  receiver,  and  the  receiver  demanded  that  stock,  and 
McCombs,  Ryan  &  Gordon  were  not  willing  to  turn  it  over  without 
the  consent  of  the  shareholders'  committee,  and  they  were  not  willing 
to  turn  it  over  without  an  order  of  court  defining  the  agreement. 
A  petition  was  filed  by  the  receiver  setting  forth  his  understanding 
of  the  objects  and  the  terms  on  which  this  stock  was  to  be  held, 
which  were  as  follows 

The  Chairman.  Are  you  about  to  read  now  the  understanding 
with  regard  to  the  nature  of  the  agreement? 

Mr.  Buchanan.  Yes,  sir;  that  is  the  very  thing. 

Mr.  Jones.  Mr.  Chairman,  that  proceeding  that  he  is  now  going 
to  read  was  only  a  petition  on  the  part  of  Strawn,  the  receiver,  to 
get  permission  of  th%  Thompson  receivers 

The  Chairman.  I  Know ;  out  if  it  sets  out  this  agreement,  let  us 
see  what  it  is. 

Mr.  Buchanan  (reading) : 

That  the  defendant  in  the  above-entitled  ease  is  indebted  to  said  First 
National  Bank,  of  Unlontown,  Pa.,  in  a  large  sum  of  money ;  that  pursuant  to 
an  agreement  previously  made  between  the  Comptroller  of  the  Currency  of 
the  United  States.  John  Skelton  Williams,  and  said  J.  V.  Thompson,  the 
latter,  on  October  29,  1914,  assigned,  transferred,  and  delivered  to  William  F. 
McCombs.  Frederick  R.  Ryan,  and  Alexander  Gordon,  of  New  York  City,  State 
of  New  York,  partners  doing  business  as  McCombs,  Ryan  &  Gordon,  certificate 
number  4  for  3,000  shares  of  the  capital  stock  of  the  Liberty  Coal  Company,  a 
West  Virginia  corporation,  in  the  name  of  said  J.  V.  Thompson,  and  duly 
indorsed  in  blank  by  him.  and  also  certificate  number  3  for  7,000  shares  of  the 
capital  stock  of  the  Wetzel  Coal  and  Coke  Company,  a  like  corporation,  in  the 
name  of  said  J.  V.  Thompson,  and  duly  indorsed  by  him.  for  the  purpose 
(first)  of  securing  payment  of  all  indebtedneas  of  Thompson  to  the  First 
National  Bank,  of  Unlontown,  Pa.;  (second)  of  securing  and  protecting  all 
depositors  of  said  First  National  Bank,  of  Vniontown,  Pa.,  from  loss;  and 
(third)  of  securing  payment  of  notes  of  Thompson  held  by  other  national 
banks;  that  the  indebtedness  for  which  said  stock  was  pledged  as  aforesaid 
was  never  fully  paid ;  that  for  the  more  convenient  and  effectual  administra- 
tion of  the  trust  aforesaid,  said  Thompson,  said  McCombs.  Ryan  &  Gordon,  and 
said  comptroller  have  agreed,  subject  to  the  consent  of  the  receivers  appointed 
by  your  honorable  court  in  the  above-entitled  case,  that  said  certificates  of 
stock  shall  be  delivered  by  McCombs,  Ryan  &  Gordon  to  John  Skelton  Wil- 
liams,  Comptroller   of   Currency,    to   be   held   by   the   latter   in   trust    for   the 
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purposes  aforesaid,  it  being  understood  that  in  order  to  give  said  Thompson 
a  reasonable  opportunity  to  readjust  and  rehabilitate  his  financial  affairs, 
said  stocks  shall  not  be  sold,  assigned,  transferred,  or  otherwise  disposed  of 
by  said  comptroller  prior  to  March  1,  1916,  and  after  the  expiration  of  said 
period,  and  only  when  and  in  such  manner  as  may  be  agreed  upon  by  said 
counsel  or  his  legal  representatives  and  said  comptroller,  and  in  default  of 
such  agreement  when  and  in  such  manner  as  may  be  determined  by  a  court  of 
competent  jurisdiction. 

That  is  the  petition. 

The  Chairman.  Now,  Mr.  Jones,  what  have  you  to  say  to  that 
statement  of  the  agreement? 

Mr.  Jones.  My  suggestion  to  the  chairman  is  this,  of  course,  that 
the  order  of  court  was  made,  as  I  said,  on  petition  of  Strawn  to  get 
Thompson's  receivers  authority  to  have  McCombs,  Ryan  &  Gordon 
turn  the  stock  over  to  the  comptroller.  It  simply  recites  there  that 
this  stock  was  hypothecated  or  left  with  those  attorneys  to  pay  all  of 
Mr.  Thompson's  indebtedness.  The  agreement  as  to  the  kind  of  in- 
debtedness of  Mr.  Thompson  that  was  to  be  paid  had  long  been 
entered  into  between  Thompson  and  Williams. 

The  Chairman.  That  states  the  order  of  the  obligation,  does  it  not, 
accurately  ? 

Mr.  Jones.  Oh,  yes ;  it  states  the  order ;  but  the  only  point,  Mr. 
Chairman,  is  this :  The  word  "  all,"  as  Mr.  Buchanan  says,  was  the 
word  that  was  to  be  construed ;  and  what  they  have  been  attempting 
to  do  is  to  get  Mr.  Williams  to  tell  us  the  terms  of  the  agreement  so 
we  would  understand  that  the  word  "  all "  in  the  order  of  the  court 
embraces  Mr.  Thompson's  direct  and  indirect  indebtedness.  If  you 
will  ask  Mr.  Williams  whether  or  not 

The  Chairman.  Wait  a  minute. 

You  had  this  conversation  with  him  in  Mr.  Williams's  presence? 

Mr.  Buchanan.  Yes,  sir. 

The  Chairman.  I  suppose  Mr.  Jones  stated  it  to  you  as  he  stated 
it  to  me  just  now? 

Mr.  Buchanan.  The  statement  that  Mr.  Jones  wanted  was 

The  Chairman.  He  wanted  Mr.  Williams  to  state 

Mr.  Buchanan.  He  wanted  Mr.  Williams  to  state  that  the  inten- 
tion was  that  the  word  "  all "  should  include  the  indirect  as  well  as 
the  direct  indebtedness. 

Mr.  Jones.  Not  the  intention,  but  that  the  agreement  was  that 
the  word  "  all "  included  direct  and  indirect  indebtedness. 

Mr.  Buchanan.  Your  word  was  "  intention  " ;  what  the  intention 
was. 

The  Chairman.  You  agreed  with  him,  as  far  as  that  goes?  Call 
it  the  intention  if  you  wish. 

Mr.  Buchanan.  Yes. 

The  Chairman.  And  Mr.  Jones  wanted  Mr.  Williams  to  put  that 
in  writing  and  Mr.  Williams  declined? 

Mr.  Buchanan.  Mr.  Williams  referred  it  to  me,  and  I  said,  "  The 
construction  of  that  paper  is  before  the  court.  I  have  no  objection  to 
stating  to  you  personally  my  view,  as  a  lawyer,  that  the  word  "  all " 
means  all  and  would  include  all  the  indebtedness  that  can  be  shown 
that  Mr.  Thompson  owes  the  bank ;  but  I  do  not  care  to  give  a  letter 
to  the  court  or  put  Mr.  Williams  in  the  attitude  of  giving  a  letter 
to  the  court  saying  how  that  paper  should  be  construed." 
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The  Chairman.  I  would  like  to  get  this  clear  in  my  own  mind. 
Mr.  Jones  insisted  that  it  was  understood  prior  to  this  time,  dis- 
tinctly understood,  that  the  word  "all"  meant  the  direct  and  in- 
direct indebtedness 

Mr.  Jones.  That  the  word  "all"  meant  both  Mr.  Thompson's 
indebtedness  to  the  bank  and  his  direct  and  indirect  indebtedness » 

The  Chairman.  The  direct  and  indirect  indebtedness;  yes. 

Mr.  Jones.  That  is  the  paper  that  Thompson  was  on  personally 
and  the  paper  that  Mr.  Williams  had  required  Mr.  Thompson  to  get 
his  friends  to  sign  substituting  for  Mr.  Thompson's  paper. 

The  Chairman.  That  was  the  dispute.  v 

Mr.  Jones.  That  was  the  dispute. 

The  Chairman.  That  is  what  the  dispute  was  about? 

Mr.  Jones.  Yes,  sir ;  and  I  asked  Mr.  Williams  and  Mr.  Buchanan 
to  simply  assure  me  as  to  what  the  terms  of  the  original  contract 
between  Mr.  Williams  and  Mr.  Thompson  were, 

Mr.  Buchanan.  It  is  agreed  by  all  parties  what  that  contract  was. 
Let  me  read  a  minute : 

For  answer  to  the  petition  of  John  H.  Strawn,  receiver  of  the  First  National 
Bank  of  Uniontown,  Pa.,  I  say  that  I  have  read  the  said  petition  and  find  the 
statements  therein  contained  to  be  true  and  correct  and  I  join  in  the  prayer  of 
said  petition  and  consent  that  the  3,000  shares  of  the  capital  stock  of  the  Liberty 
Coal  Company  and  the  7,000  shares  of  the  capital  stock  of  the  Wetzel  Coal  & 
Coke  Company  may  be  delivered  to  John  Skelton  Williams,  Comptroller  of  the 
Currency,  to  be  held  by  him  Jn  trust  as  in  said  petition  set  forth. 

That  is  signed  by  Mr.  J.  V.  Thompson. 

The  Chairman.  Let  us  hear  what  Mr.  Jones  has  to  say. 

Mr.  Jones.  It  goes  back  to  the  propositon,  Did  "all"  mean  Mr. 
Thompson's  personal  obligations  in  the  bank  and  to  include  notes 
that  Mr.  Williams  had  made  Mr.  Thompson  get  from  his  friends  to 
put  in  in  order  to  lift  Mr.  Thompson's  own  paper  from  the  bank? 

Mr.  Buchanan.  I  wish  further  to  read  Mr.  Thompson's  statement 

to  Mr.  William  F.  McCombs,  Frederick  R.  Ryan,  and  Alexander 

fiordon  '• 

I.  Josiah  V.  Thompson,  hereby  consent  and  agree  that  you  transfer  and  de- 
liver certificate  No.  4  for  3,000  shares  of  the  capital  stock  of  the  Liberty  Coal 
Company,  a  West  Virginia  cori»oration.  in  iny  name  and  duly  endorsed  in  blank 
t»y  me,  and  also  certificate  Xo.  3  for  7.000  shares  of  the  capital  stock  of  the  Wetzel 
Coal  &  Coke  Company,  a  like  corpo ration,  in  my  name,  and  duly  endorsed  in 
Msink  by  me,  to  John  Skelton  Williams,  Comptroller  of  the  Currency  of  the 
Tiiit*  tl  States,  to  be  held  by  him  for  the  purposes  and  upon  the  terms  specified  in 
« 'lwree  entered  by  the  court  of  common  pleas  of  Fayette  County,  Pennsylvania, 
sitting  in  equity,  number  744,  May  29.  1915,  in  an  action  wherein  David  L.  Burr 
and  Fuller  Hogsett  are  plaintiffs  and  I  am  defendant,  a  certified  copy  of  which  is 
Ureto  attached. 

The  Chairman.  I  understand  the  situation. 

Mr.  Williams.  May  I  just  say  one  word? 

The  agreement  at  the  start,  was  indefinite.  Mr.  Thompson  came 
to  the  comptroller's  office  and  said  that  he  would  deposit  as  security 
for  his  indebtedness  to  that  bank  certain  coal  stocks  or  coal  securi-. 
ties.  At  that  time  there  was  no  definite  and  concrete  agreement  en- 
tered into  because  we  did  not  exactly  know  the  form  in  which  those 
coal  shares  would  be  submitted  or  presented.  My  recollection  is  that 
we  had  to  organize  two  or  three  corporations  for  the  purpose  of  tak- 
ing over  certain  coal  properties  and  then  present  the  shares.  When 
the  shares  were  deposited  with  his  counsel,  then  the  comptroller's 
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agreement  and  can  not  now  be  held  by  the  comptroller  or  any  person 
to  so  contain  the  terms  of  the  agreement. 
The  Chairman.  I  think  I  understand  you. 
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Mr.  Williams.  Mr.  Chairman,  before  this  witness  leaves  the  room, 
as  I  understand  he  expects  to  do  soon,  would  it  be  proper  for  me  to 
call  attention  to  the  fact  that  he  has  made  these  very  graVe  charges 
or  insinuations  against  me,  implying  improper  motives  in  my  official 
acts  with  respect  to  the  transfer  of  that  stock,  without  presenting  one 
scintilla  of  evidence  to  prove  them? 

The  Chairman.  You  understand,  Mr.  Comptroller,  that  Mr.  Jones 
as  a  lawyer  undertook  this  morning  to  state  what  he  intended  to 
prove.  That,  of  course,  he  would  have  a  right  to  do.  Unless  those 
inferences  or  deductions  are  established  by  facts  which  he  presents, 
of  course  they  have  no  weight  with  the  committee. 

Mr.  Williams.  I  w*»nt  to  call  attention  to  the  injury  that  is  done 
to  a  public  official  in  giving  expression  to  those  mischievous  and  false 
charges,  which  are  sent  broadcast  about  the  country,  without  the 
slightest  corroboration  or  support  of  any  sort. 

Mr.  Chairman  and  gentlemen,  I  will  take  up  seriatim  a  few  of  the 
statements  which  have  been  made  by  this  witness. 

In  opening  his  dissertation  he  charged  that  I  had  made  one  Hinck- 
ley, an  officer  of  the  First  National  Bank  of  Uniontown,  withdraw 
some  $250,000  of  deposits  and  thereby  protect  himself  prior  to  the 
failure  of  the  bank.  Evidence  already  submitted  to  the  committee, 
if  I  may  be  privileged  to  remind  you,  has  already  shown  the  fallacy 
of  that  charge.  Sherrill  Smith,  now  chief  national  bank  examiner 
in  New  York,  who  was  the  first  receiver  of  this  bank,  and  who  was 
the  examiner  prior  to  the  time  that  he  became  receiver,  has  explained 
that  Hackney  had  had  on  deposit  with  this  bank  some  $200,000  or 
$250,000,  for  which  he  had  obtained  certificates  of  deposit,  and  upon 
which  certificates  of  deposit  he  was  collecting  interest  at  the  rate  of 
<5  per  cent  per  annum. 

The  examiner  pointed  out  that  that  money  was  nothing  but  bor- 
rowed money,  money  borrowed  by  the  bank  at  6  per  cent  from 
Hackey  on  a  subterfuge  in  the  shape  of  a  certificate  of  deposit,  and 
that  it  should  be  reported  in  the  statement  of  condition,  if  the  state- 
ment was  made  out  in  good  faith,  as  borrowed  money,  and  not  as  a 
deposit:  and  the  action  of  the  examiner  simply  related  to  the  form 
in  which  the  liability  should  be  carried,  whether  it  should  be  car- 
ried as  a  liability  in  the  shape  of  a  deposit  or  whether  it  should  be 
carried  as  a  liability  for  borrowed  money.  It  was  deceiving  to 
the  public  to  put  that  amount  there  and  carry  it  as  a  deposit  when 
it  was  nothing  but  a  loan  liability  in  the  judgment  of  the  examiner 
and  the  comptroller's  office.  That,  so  far  as  I  know,  is  the  only 
basis  whatsoever  for  the  charge  or  suggestion  that  an  opportunity 
was  given  to  an  officer  of  the  bank  to  protect  himself  and  withdraw 
funds  ahead  of  other  depositors. 

In  his  testimony  this  afternoon  this  witness  repeatedly  stated  that 
I  had  required  Thompson  to  get  dummy  notes  and  filled  his  bank 
with  dummy  notes  in  exchange  for  Thompson's  own  direct  obliga- 
tions to  the  bank.     That  statement  is  whollv  untrue.     When  the 
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comptroller's  office  and  the  examiners  ascertained  that  Thompson 
was  borrowing  from  the  bank  of  which  he  was  president  an  amount 
approximately  ten  times  its  capital  stock,  they  were  naturally 
alarmed  for  the  safety  of  the  bank's  deposits,  and  they  insisted  that 
he  should  reduce  his  indebtedness  j  that  he  should  pay  these  various 
loans,  loans  composed  partly  of  direct  obligations  of  his  and  partly 
loans  bearing  his  indorsement,  and  that  they  must  be  gotten  out 
and  reduced  to  the  lawful  limit.  The  examiners  were  earnest  and 
vigilant  in  endeavoring  to  have  that  done;  and,  speaking  without  the 
reports  before  me,  my  recollection  is  that  at  the  time  the  bank  finally 
collapsed — a  bank  with  over  three  million  of  dollars  of  liabilities, 
having  in  its  cash  at  the  time  of  its  suspension,  as  I  recall,  about 
fifteen  or  eighteen  hundred  dollars — Thompson's  apparent  obliga- 
tions to  the  bank  at  that  time,  as  stated  by  him  and  sworn  to,  if  I 
remember  correctly,  in  the  last  report  of  condition,  were  about 
$200,000. 

Now,  this  witness  comes  before  vou  and  declares  that  there  were 
other  obligations  by  Thompson  in  the  bank  in  the  shape  of  dummy 
loans,  or  loans  for  various  individuals.  He  says  he  was  borrowing 
money  from  man,  woman,  and  child,  I  think,  to  use  his  own  expres- 
sion, in  and  about  Uniontown — people  whom  he  had  gotten  to  sign 
notes,  and  which  he  had  then  put  into  the  bank.  But  I  want  to  ob- 
serve that  that,  if  done  at  all,  was  done  against  the  protest  of  the 
examiners.  The  examiners  did  not  know,  as  far  as  I  am  informed, 
that  when  Thompson  was  advising  the  comptroller's  office  that  he 
wa<  paying  off  his  loans,  and  swearing  to  it,  he  was  simply  substi- 
tuting the  notes  of  irresponsible  makers  for  his  own  obligations,  and 
he  was  responsible  for  those  loans  so  substituted,  as  this  witness  now 
informs  you  was  the  case.  As  to  whether  that  is  true  and  whether 
Thompson  was  responsible  for  those  $700,000  of  dummy  loans,  I  am 
not  passing  upon  at  this  time,  and  passing  no  opinion  as  to  what  his 
liability  was  or  may  be  upon  those  $700,000  of  loans,  or  any  portion 
of  them.  But  please  understand  that  those  are  the  loans  which  he 
>ays  the  comptroller's  office  required  Thompson  to  put  into  the 
bank — a  wholly  unwarranted  statement. 

He  complains  very  bitterly  that  the  national-bank  examiners  in- 
jured Thompson's  credit  prior  to  the  suspension  of  the  bank  by  warn- 
ing or  admonishing  the  national  banks  in  Pennsylvania  in  regard  to 
Thompson's  paper.  Ah,  Mr.  Chairman  and  gentlemen,  I  respeet- 
fullv  submit  that  an  examiner  in  Pennsvlvania  in  those  davs  would 

■  »  * 

not  have  been  fit  for  his  job  if  he  had  not  warned  and  admonished 
th«*  national  banks  against  overloading  with  paper  of  J.  V.  Thompson 
with  the  knowledge  which  they  had  of  his  financial  condition.  This 
witness  has  told  you  himself  that  this  man  was  borrowing  money 
p^ht  and  left,  wherever  he  could,  and  paying  commissions  of  5,  10, 
!•"»,  20.  or  30  per  cent.  He  has  also  told  you  that  he  was  borrowing 
*C>.000,000  at  the  time  of  his  collapse.  His  unsatisfactory  financial 
condition  was  notorious.  His  insolvency,  or  possible  insolvency,  or 
probable  insolvency,  was  a  matter  that  was  being  discussed  generally 
aniovpr  banks,  that  the  banks  were  all  overloaded  with  $35,000,000  of 
Thompson's  paper — State  banks,  national  banks,  men,  women,  and 
'•hihlron  as  he- has  expressed  it.  in  Uniontown:  everybody  from 
whom  he  could  borrow  money  he  was  getting  money  from,  and  tiding 
liini-elf  along  in  that  wav.     Is  it  conceivable  that  a  national-bank 
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examiner,  finding  a  bank  overloaded  with  Thompson's  paper,  would 
not  admonish  them  against  it? 

But  I  want  to  make  this  very  clear  that  whatever  admonitions  or 
warnings  were  given  by  the  national-bank  examiners  in  regard  to 
paper  which  they  found  in  that  bank  were  given  in  the  performance 
of  their  duty  and  with  due  regard  to  the  protection,  so  far  as  they 
could  protect  them,  of  the  makers  of  that  paper. 

I  was  deeply  concerned  over  the  conditions,  and  required  Thomp- 
son to  come  down  to  Washington  upon  several  different  occasions 
to  discuss  the  situation  of  this  bank,  which  was  giving  me  great  con- 
cern, and  I  was  fortunate  in  being  able  to  require  him  to  provide 
that  he  should  put  up  additional  security  to  protect  whatever  obliga- 
tions it  might  be  found  he  owed  to  the  First  National  Bank  of  Union- 
town  and  to  other  national  banks  that  were  loaded  up  with  his 
paper,  as  was  eventually  done.  I  call  your  attention  to  the  fact  that 
owing  to  the  unceasing  vigilance  and  efficient  work  of  the  examiners 
in  the  comptroller's  office  and  the  receiver  of  this  bank,  all  of  the 
depositors  of  that  bank  have  been  paid  in  full,  while  this  witness 
here  has  told  you  that  Thompson's  unsecured  debts  of  about  twelve 
millions,  as  he  estimates  them,  will  probably  be  paid  at  15  cents  on 
the  dollar,  or  probably  20  or  30  cents  on  the  dollar.  Nobody  knows 
what  they  will  get. 

I  think  that  so  far  from  this  incident  being  a  reflection  upon  the 
office  of  the  Comptroller  of  the  Currency,  it  is  greatly  to  its  credit 
that  this  bank,  which  appeared  to  be  so  hopelessly  insolvent,  with 
three  and  a  half  millions  of  liabilities  at  the  time  of  its  failure,  con- 
gested paper — and  this  witness  says  a  million  of  it,  or  thereabouts, 
was  paper  owing  by  Thompson,  this  hopeless  bankrupt,  and  by  his 
dummies — that  that  bank  has  been  able  to  collect  enough  money  to 
pay  its  depositors  in  full — a  hundred  cents  on  the  dollar  and  interest. 

Mr.  Chairman  and  gentlemen,  this  witness,  Mr.  Jones,  in  his  open- 
ing statement  to  this  committee  reported  calling  at  the  comptroller's 
office  on  the  11th  of  July,  or  thereabouts,  and  he  says  that  the  greater 
portion  of  the  time  of  that  interview,  which  was  not  very  extended, 
was  taken  up  in  endeavoring  to  explain  to  rue  or  to  assure  me  whom 
he  represented,  if  he  represented  anybody.  I  must  say  that  up  to  this 
time  I  am  not  assured  that  Mr.  Jones  either  represents  anybody 
or  at  that  time  represented  anybody.  He  has  given  us  no  written 
evidence  of  it.  I  understand  that  it  is  probable  that  when  he  sought 
to  intervene  in  the  suit  at  Pittsburgh  he  had  powers  of  attorney  from 
the  stockholders,  or  a  considerable  number  of  them,  of  the  Uniontown 
Bank,  to  represent  them  for  that  particular  purpose.  But  my  infor- 
mation is  that  since  that  motion  was  made  those  stockholders  have 
slipped  away,  as  far  as  he  is  concerned,  and  that  they  are  no  longer 
his  clients,  or  at  least  quite  a  number  of  them  are  not.  In  fact,  I 
think  he  admitted,  in  response  to  inquiries  addressed  to  him  by  me  on 
the  occasion  of  his  visit  to  my  office,  that  he  no  longer  represented  the 
largest  stockholders,  whom  he  claimed  to  have  represented  in  the 
matter  of  the  motion  in  the  Pittsburgh  court;  and  when  we  tried  to 
find  out  whom  he  did  represent,  my  recollection  is  that  he  was  able 
to  show  less  than  75  shares  which  he  then  claimed  he  partly  repre- 
sented, and  I  am  informed  indirectly  that  some  of  those  stockholders 
have  denied  that  they  have  given  Mr.  Jones  the  right  to  represent 
them. 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  529 

A  few  moments  ago,  in  his  statement  to  the  committee,  I  under- 
stood Mr.  Jones  to  claim  that  that  court  order  setting  forth  the 
terms  or  purposes  of  that  agreement  bound  no  one;  that  it  was  not 
binding  upon  anyone.  I  do  not  know  how  he  reaches  that  conclusion 
or  attempts  to  justify  the  statement.  I  think  that  it  has  been  shown 
that  that  was  signed  and  agreed  to  both  bjr  Mr.  Thomson  himself, 
by  his  trustees  or  receivers,  on  the  one  part  representing  the  deposit 
of  the  stock  and  the  equitable  ownership  of  it,  and  by  the  receivers 
and  the  comptroller's  office,  to  whom  those  certificates  were  turned 
over  for  the  benefit  of  the  creditors.  Who  else  were  concerned? 
Thompson  turns  that  over  for  the  protection  of  the  creditors  of 
Thompson,  and  especially  the  depositors  of  the  First  National  Bank. 
It  was  presumably  his  stock  when  he  deposited  it.  The  court  order 
sets  forth  the  terms  under  which  it  was  to  be  held  by  the  comptroller 
in  trust.  This  court  order  provides  how  the  proceeds  shall  be  applied 
and  the  stock  shall  be  sold.  There  was  an  agreement  between  the 
parties  in  interest,  between  Mr.  Thompson,  who  deposited  the  stock, 
and  the  trustee  or  depositary  with  whom  it  was  pledged  for  the  benefit 
of  certain  creditors. 

The  Chairman.  I  do  not  know  but  what  ultimately  the  outside 
shareholders  might  have  an  interest. 
Mr.  Williams.  Outside  what? 
The  Chairman.  His  clients  might  have  an  interest. 
Mr.  Williams.  You  mean  Thompson's  creditors? 
The  Chairman.  The  outside  shareholders  of  the  bank. 
Mr.  Williams.  How,  Mr.  Chairman  ?    I  understand  how  his  cred- 
itors would  have  an  interest,  but  how  would  the  outside  shareholders 
have  an  interest? 

The  Chairman.  In  any  final  settlement  of  the  affairs  of  the  bank 
they  might  not  have  any  interest  but  there  might  have  been  some- 
thing coming  to  them. 
Mr.  Williams.  You  mean  the  shareholders? 
The  Chairman.  Yes, 

Mr.  Williams.  But  as  I  understand  it,  Mr.  Chairman,  that  stock 
was  deposited  for  the  benefit  of  the  creditors  of  the  bank  and  certain 
other  creditors  whose  interests  were  set  forth  in  the  court  order. 
There  were  national  banks  whose  claims,  as  I  understand  it  from 
that  order,  would  be  satisfied  before  the  other  shareholders  of  that 
bank. 
The  Chairman.  Oh,  yes. 

Mr.  Williams.  Here  are  the  express  provisions :  The  stock  was  de- 
posited to  be  held  by  the  said  Williams  ior  the  purpose,  first,  of  secur- 
ing payment  of  alf  indebtedness  of  Thompson  to  the  First  National 
Bank  of  Uniontown,  Pa.;  second,  of  securing  and  protecting  all 
depositors  of  said  First  National  Bank  of  Uniontown,  Pa.,  from  loss; 
and  third,  of  securing  the  payment  of  notes  of  Thompson  held  by 
other  national  banks. 

The  comptroller's  office  was  deeply  concerned,  Mr.  Chairman  and 
gentlemen,  in  protecting  the  Thompson  creditors  in  the  other  na- 
tional banks,  as  well  as  in  the  First  National  Bank  of  Uniontown,. 
and  it  seems  hardly  reasonable,  with  this  agreement  staring  us  in 
the  face,  to  claim  that  the  proceeds  of  those  coal  shares  should  be 
used  to  pay  a  thousand  dollars  a  share,  or  whatever  it  is  he  claims, 
to  the  shareholders  of  the  First  National  Bank  of  Uniontown  when 
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the  Thompson  creditors  and  other  national  banks  are  entirely  un- 
satisfied. 

Those  provisions  of  the  trust  agreement  are  made  "with  the 
understanding,  however,  that  the  said  stock  shall  not  be  sold,  as- 
signed, transferred,  converted,  or  otherwise  disposed  of  by  the  said 
•comptroller  prior  to  March,  1916." 

The  Chairman.  Just  why,  then,  did  you  object' to  giving  him  a 
written  statement  to  the  effect  that  the  word  "  all "  meant  the  direct 
and  indirect  debts? 

Mr.  WnxiAMS.  I  did  not  think  I  should  give  him  any  statement. 
I  thought  it  was  a  matter  which  had  been  committed  to  the  court, 
and  upon  which  the  court  should  pass  judgment. 

Mr.  Jones.  Mr.  Chairman,  may  I  suggest  one  question  ?  Will  vou 
ask  Mr.  Williams  in  what  court  this  matter  has  been  submitted  f  I 
would  like  to  know. 

The  Chairman.  You  may  answer,  Mr.  Williams. 

Mr.  WnxiAM8.  May  counsel  answer? 

The  Chairman.  Certainly. 

Mr.  Buchanan.  In  the  district  court  of  the  Western  district  of 
Pennsylvania. 

Mr.  Jones.  In  that  equity  case,  Mr.  Chairman,  they  would  not 
allow  them  to  offer  any  evidence  to  show  what  the  word  "all" 
.  meant. 

Mr.  Buchanan.  That  was  with  the  court.  We  had  nothing  to  do 
with  that. 

The  Chairman.  Let  us  proceed. 

Mr.  WnjjAMB.  The  court  order  proceeds : 

That  the  said  stocks  shall  not  be  sold,  assigned,  transferred,  converted,  or 
otherwise  disposed  of  by  said  comptroller  prior  to  March  1,  1916,  and,  after 
the  expiration  of  said  period,  only  when  and  in  such  manner  as  may  be  ajrrwHl 
upon  by  said  Thompson,  or  his  legal  representatives,  and  said  comptroller, 
and  in  default  of  such  agreement,  when  and  in  such  manner  as  may  be  deter- 
mined by  a  court  of  competent  jurisdiction,  and  that  said  Thompson,  or  his 
legal  representatives,  shall  have  the  right  to  redeem  said  stocks  at  any  time 
in  the  interim  on  the  payment  of  a  sum  not  exceeding  seven  hundred  and  fifty 
thousand  ($750,000)  dollars. 

(Signed)  J.  Q.  Van  Swearinoen. 

President  Judge. 

As  far  as  I  know — I  am  speaking  without  information  from 
■counsel  at  the  moment  on  this  point — Thompson  could  presumably 
still  redeem  those  stocks  if  he  has  the  money.  I  do  not  know  whether 
there  has  been  any  agreement  entered  into  which  would  prevent 
that,  but  unless  there  has  he  can  still  put  up  his  $750,000  to  protect 
these  trusts  and  get  his  shares. 

The  Chairman.  Is  the  stock  worth  that  now? 

Mr.  Williams.  I  do  not  know  what  it  is  worth,  Mr.  Chairman. 
This  witness  has  claimed  that  it  was  worth  from  one  to  two  million 
dollars.  Mr.  Thompson  has  always  had  that  privilege  of  protecting 
himself,  as  far  as  I  know. 

?Ir.  Chairman,  I  would  like  to  reserve  the  right  to  answer  any  fur- 
ther statements  which  may  have  been  made  by  this  witness  after  I 
shall  have  the  opportunity  of  reading  his  testimony.  But  I  shall  be 
pleased  to  answer  any  questions  3^011  may  see  proper  to  ask  at  this 
time. 

The  Chairman.  I  think  we  will  pass  on  to  some  other  matter. 
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Mr.  Williams.  Mr.  Chairman,  I  would  like  to  call  attention,  in 
closing  this  particular  subject  at  this  time,  to  the  fact  that  the  United 
States  Circuit  Court  of  Appeals,  in  the  third  district,  October  10,. 
1918,  in  this  case  which  we  were  just  discussing,  expressly  provides,, 
in  section  7,  page  181,  of  the.  transcript  of  record : 

Seventh.  The  court  hereby  expressly  reserves  for  further  consideration  ail 
questions  as  to  the  distribution  of  the  proceeds  of  the  sales  of  said  stocks  nor 
hereiu  expressly  provided  for. 

The  court  having  taken  this  subject  under  consideration,  and  with 
that  express  reservation,  I  think  I  should  be  excused  from  stating 
more  definitely  than  I  have  been  willing  to  do  how  those  proceeds 
should  be  applied,  or  give  any  letter  to  that  effect  to  this  witness. 

Mr.  Chairman,  with  your  permission  I  would  like  to  make  a  few 
statements  in  answer  to  the  testimony  which  has  been  given  by 
Messrs.  Hogan  and  Poole  in  regard  to  the  Shipping  Board  deposits 
and  Red  Cross  deposits. 

It  has  been  stated  by  Mr.  Poole  that  the  first  business  of  the  Fed- 
eral National  Bank  with  the  Shipping  Board  was  through  Mr.  Wil- 
liam L.  Soleau.  I  present  as  to  this  a  letter  which  has  been  fur- 
nished me,  as  follows : 

Federal  National  Bank  of  Washington,  D.  C 

November  J,  1017. 
Division  of  Operations,  United  States 

Shipping  Board,  Emergency  Fleet  Corporation, 

Washington,  D.  C 

Gentlemen  :  I  beg  to  confirm  conversation  had  with  Mr.  W.  L.  Soleau  over 
the  phone  tills  morning,  to  the  effect  that  we  will  allow  this  interest  at  the 
rate  of  2$  per  cent  per  annum,  payable  semiannually,  on  December  31  and  June 
30.  oj  other  dates  if  preferred,  computed  on  the  highest  balance  remaining  un- 
disturbed during  each  calendar  month. 
Trusting  that  we  will  be  favored  with  a  substantial  account,  we  remain, 
Very  truly  yours, 

John  Poole,  President. 

Mr.  Chairman,  here  is  a  letter  addressed  to  yourself  as  chairman 
of  this  committee  from  Mr.  Soleau,  which,  with  your  permission,  I 
will  read  into  the  record. 

The  Chairman.  There  are  so  few  members  of  the  committee  pres- 
ent it  is  just  as  well  to  have  it  printed  and  read  it  later  on. 

(The  letter  referred  to  i$  as  follows:) 

Washington,  D.  C,  July  22,  1919. 
Hon.  George  P.  McLean, 

Chairman  Ranking  and  Currency  Committee, 

United  States  Senate. 

Dear  Sir:  My  attention  has  been  called  to  certain  statements  which  have 
been  made  before  your  committee  at  recent  hearings  on  the  confirmation  of  the 
Comptroller  of  the  Currency,  charging,  insinuating,  or  implying  that  representa- 
tions had  been  made  by  some  one  that  deposits  of  the  United  States  Shipping 
Board  Emergency  Fleet  Corporation  funds  would  be  obtainable  if  a  certain 
bank  or  banks  should  carry  or  agree  to  carry  deposit  balances  with  a  certain 
bank  in  New  York  City. 

During  the  period  referred  to — the  latter  part  of  the  year  1917  or  the  early 
part  of  the  year  1918 — I  was  comptroller  of  the  Division  of  Operations,  United 
States  Shipping  Board  Emergency  Fleet  Corporation,  and  as  such  ,in  conjunc- 
tion with  the  assistant  treasurer  of  the  corporation,  I  had  supervision  or  direc- 
tion of  the  placing  of  funds  in  depositary  banks. 

Please  allow  me  to  say  that  never  at  any  time  was  any  suggestion  ever  made 
by  me  or  to  my  knowledge  by  any  other  officer  or  representative  of  the  Shipping 
Board  directly  or  indirectly  to  anyone  that  any  deposit  of  the  United  States 
Shipping  Board  Emergency  Fleet  Corporation  funds  could  be  obtained  through 
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the  opening  by  any  such  depositary  banks  of  accounts  with  any  other  bank  in 
Washington,  New  York,  or  elsewhere,  and  no  suggestion  or  intimation  of  this 
sort  ever  reached  my  ears  until  I  learned  of  the  statements  made  before  your 
committee  recently  by  Messrs.  Hogan  and  Poole. 

All  deposits  were  made  without  any  promise  or  reference  whatsoever  on  the 
part  of  any  officer  or  representative  of  any  of  the  banks  receiving  deposits  of 
Emergency  Fleet  Corporation  funds  to  carry  any  deposits  with  any  other  bank 
either  in  or  out  of  Washington,  D.  C. 

The  statements  and  insinuations  made  by  Messrs.  Hogan  and  Poole  in  this 
connection,  as  far  as  my  knowledge  goes,  are  untrue  and  without  foundation. 

My  attention  has  also  been  called  to  Mr.  Poole's  statement  to  the  effect  that 
he  did  not  know  where  the  funds  of  the  Shipping  Board  were  deposited  when 
they  were  withdrawn  from  his  bank.  That  statement  is  untrue,  and  I  desire 
to  certify  that  when  it  was  decided  by  the  Shipping  Board,  in  consultation  with 
the  Treasury  Department,  that  the  funds  which  were  being  carried  in  the  de- 
ixjsitary  banks  should  be  transferred  to  the  United  States  Treasury  I  personally 
called  upon  several  deixisitary  national  banks,  including  the  Federal  National 
In  Washington,  and  Informe  1  t^em  that  the  funds  were  to  be  carried  in  the 
Treasury  and  arranged  with  each  of  them  for  the  withdrawal  of  funds  in  equal 
installments  at  the  n»te  of  $500,000  a  week  during  the  ensuing  several  weeks 
Very  truly,  yours, 

W.  L.  Solkau. 

Mr.  Williams.  I  rext  ask  to  have  introduced  into  the  record  this 
letter,  also  addressed  to  yourself  as  chairman,  from  R.  W.  Boiling, 
assistant  treasurer,  I  believe,  of  the  United  States  Shipping  Board, 
which  is  directly  contradictory  and  denunciatory  of  the  statements 
made  by  Mr.  Poole  before  this  committee  upon  the  occasion  of  his 
appearance  here. 

(The  letter  referred  to  is  as  follows:) 

United  States  Shipping  Board 
Emergency  Fleet  Corporation, 

Division  of  Operations. 
Washington,  July  22,  1919. 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United  State*  Senate.  Washington,  D.  C. 

Dear  Sir  :  I  have  read  the  testimony  given  before  the  Banking  and  Currency 
Committee  of  the  Senate  on  July  14,  1918,  by  Mr.  John  Poole,  relative  to  a 
deposit  made  by  the  Division  of  Operations,  United  States  Shipping  Board 
Emergency  Fleet  Corporation,  in  the  Federal  National  Bank  on  January  5, 
1918,  and  his  statements  in  that  connection. 

Mr.  Poole  testified  that  on  January  5.  1918,  I  made  a  deposit  with  Ids  bank 
of  $2,641,566.93 ;  that  seeing  me  in  the  bank  he  came  out  and  invited  me  into  his 
office  and  there  had  "  quite  a  long  talk  with  me  " :  that  I  told  him  formal  re- 
quest for  the  approval  of  the  Federal  National  Bank  had  been  made  to  the 
United  States  Treasury,  and  that  I  asked  him  "  not  to  do  or  say  anything  over 
there,"  because  I  was  certain  this  approval  would  be  forthcoming  in  a  day  or 
two ;  that  I  mentioned  that  the  letter  requesting  the  approval  of  the  bank  was 
purposely  antedated,  which  he  says  he  assumes  was  done  to  meet  certain 
formalities  of  the  Fleet  Corporation  to  cover  the  original  deposit.  He  also 
testified  that  I  went  on  to  say  that  the  Treasury  was  not  aware  that  "the 
second  deposit"  of  $2,641  ,.">66.93,  above  referred  to,  "is  being  made  to-day": 
and  that  I  discussed  at  some  length  the  organization  of  the  Shipping  Board 
and  the  Fleet  Corporation :  that  I  then  proceeded  to  speak  of  Mr.  Ramsay,  and 
said  that  "  Mr.  Ramsay  is  a  good  fellow,  and  it  was  only  out  of  the  goodness 
of  Ramsay's  heart  that  Ramsay  consented  to  help  both  the  Federal  and  Rolfe  E. 
Boiling,  mentioning  the  name ;  that  he  called  on  me  and  made  the  proposition 
that  he  had.  Boiling  said  that  Ramsay  did  this  in  a  poor  way,  but  that  while 
he  always  means  well,  he  frequently  messes  things  up.  Boiling  asked  that 
we  do  not  at  this  time  open  an  account  with  the  Chatham-Phoenix  National 
Bank.  He  would  prefer  that  we  would  not  do  it ;  that  it  would  not  look  right, 
if  it  was  to  ho  done  at  all.  to  be  only  at  a  time  when  we  would  want  to  do  it, 
and  that  at  least  that  should  be  done  at  some  future  date."  He  said  that  he 
then  went  on  to  speak  of  other  local  banks,  and  finally  stated  that  I  told  him 
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that  I  thought  that  this  account  would  "  run  fairly  steady  at  $3,000,000,  not 
much  under  that,  maybe  considerably  over,  and  that  we  would  in  all  proba- 
bility have  use  of  the  fund  for  a  year  at  the  lowest  estimate." 

In  his  testimony  Mr.  Poole  also  said :  "  No  one  has  said  anything  to  me  at  all 
about  this  proposition  of  opening  an  account  with  the  Chatham-Phoenix  Na- 
tional Bank,  in  New  York,  and  thereby  getting  a  deposit  from  the  Fleet  Cor- 
poration, except  Ramsey.  Boiling  only  spoke  of  it  after  I  had  been  to  Mr.  Wil- 
liams's office  the  second  time,  told  Mr.  Williams  of  this  unusual  proposition 
that  had  been  submitted,  and  then  Boiling  told  me  of  it,  after  he  had  made  the 
big  deposit  of  two  millions  six  hundred-odd  thousand,  and  suggested  that  I  do 
not  do  this  thing;  that  Ramsay  was  trying  to  help  me  and  help  Rolfe  E. 
Boiling,  his  brother,  but  that  it  was  very  poorly  stated,  and  a  bad  suggestion, 
and  all,  and  do  not  do  it."  Continuing,  Mr.  Poole  said,  "  I  want  to  clear  these 
two  other  men,  because  they  had  no  part  in  it  at  all." 

Senator  Fletcher  asked,  "  Did  you  tell  Boiling  of  Ramsay's  talk  at  all  ?" 
Mr.  Poole  replied,  "  Mr.  Boiling  broached  that  subject  to  me.  I  did  not  tell 
him  of  this  or  tell  anybody  else  of  It  except  the  vice  president  of  our  bank." 

Mr.  Poole's  entire  version  of  the  incidents  as  set  forth  above  is  largely  a 
fabrication,  and  where  it  Is  not  a  fabrication  it  is  a  distortion  of  the  actual 
facts.  In  the  interest  of  i>erfect  accuracy  I  wish  very  specifically  and  emphati- 
cally to  deny  the  statement  by  Mr.  Poole  that  I  went  with  him  into  his  private 
nlfu-e  on  the  occasion  referred  to,  or  on  any  other  occasion,  and  "had  a  long 
tii Ik"  with  him.  As  a  matter  of  fact.  I  was  never  in  his  office  in  my  life. 
Mr.  P«k>Ih  came  up  to  me  while  I  was  standing  at  the  receiving  teller's  window, 
:in«l  after  the  usual  formal  salutations  of  two  comparative  strangers,  simply 
expressed  his  gratification  at  receiving  the  deposit  from  the  Division  of  Opera- 
tions ;  and  after  a  very  casual  and  general  conversation  of  not  more  than  a  few 
minutes  I  left  the  bank.  Mr.  Poole,  persisting  in  his  inaccuracies,  similarly 
makes  a  misstatement  with  respect  to  the  deposit  of  January  5,  1918.  The 
deposit  which  I  was  then  making  was  not  the  "  second  deposit."  The  account 
was  opened  with  the  Federal  National  Bank  on  November  7, 1917,  with  a  deposit 
of  $71,029.16,  followed  by  deposits  November  8,  1917,  $536,378.30;  December  20, 

1917,  $42,306.05;  December  26,  1917,  $74,015.47;  and  on  January  5,  1918,  the 
$2,641,566.93,  the  fifth  deposit  instead  of  the  second. 

Obviously  no  reference  Was  made  to  antedating  a  letter  asking  approval  of 
the  Federal  National  Bank  because  of  the  fact  that  a  formal  letter  from  the 
treasurer  of  the  Emergency  Fleet  Corporation  to  the  Treasury  Department 
relative  to  such  approval  was  dated  January  5.  1918,  the  very  day  the  deposit 
referred  to  was  made.  This  letter  is  now  before  your  committee.  The  next 
letter  asking  approval  was  written  to  the  Treasury  Department  on  January  10, 

1918,  and  was  received  by  the  Treasury  Department  on  January  11  or  12,  the 
day,  or  the  day  following  the  letter  of  Secretary  Leffingweli  to  Chairman  Hurley 
discussing  the  transfer  of  all  funds  of  the  United  States  Shipping  Board  from 
the  banks  to  the  United  States  Treasury. 

I  wish  to  very  particularly  and  indignantly  deny  the  assertion  made  by 
Mr.  Poole  to  the  effect  that  any  reference  was  either  then  or  any  other  time 
made  to  Mr.  Ramsay  or  to  the  alleged  consideration  of  a  deposit  by  the  Fed- 
eral National  Bank  with  the  Chatham-Phoenix  National  Bank  or  with  any 
other  bank. 

In  conclusion  I  desire  to  repudiate  with  all  the  emphasis  of  which  I  am 
capable  any  intimation  that  I  was  aware  of  any  alleged  consideration,  either 
direct  or  implied,  for  the  deposits  of  the  Division  of  Operations,  United  States 
Shipping  Board  Emergency  Fleet  Corporation. 
Very  respectfully,  yours, 

R.  W.  Boixing. 

Mr.  Williams.  I  also  beg  leave,  Mr.  Chairman,  to  submit  here  a 
letter,  also  addressed  to  yourself,  from  George  W.  White,  president 
of  the  National  Metropolitan  Bank,  of  Washington,  contradicting  the 
statements  which  were  also  made  before  this  committee  by  Mr.  Hogan 
or  Mr.  Poole  in  their  recent  testimony. 

The  Chairman.  In  what  particular? 

Mr.  Williams.  I  will  be  very  glad  to  read  it. 

The  Chairman.  You  might  read  that  one,  as  it  is  brief. 
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Mr.  Williams.  This  letter  states : 

National  Metropolitan  Bank  of  Washington, 

Washington,  D.  C,  July  22,  1919. 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United  States  Senate,  Washington,  D.  C. 

Dear  Sir:  In  reference  to  the  Shipping  Board  Emergency  Fleet  Corporation 
funds  deposited  with  us,  would  say  that  the  deposit  came  to  us  entirely  unsolic- 
ited. We  were  not  pledged  or  bound,  and  no  reference  was  made  whatever  to 
opening  accounts  with  other  banks  In  consideration  of  the  deposit 

We  have  had  an  account  with  the  Chatham-Phoenix  National  Bank  uml  its 
predecessors  for  the  last  35  years,  to  my  knowledge,  and  I  believe  previous  to 
that ;  but  since  1885  I  can  say  positively. 

The  statement  which  I  have  read  in  Mr.  Poole's  testimony  before  the  Bank- 
ing and  Currency  Committee  on  Monday,  July  14,  1919,  in  which  he  says  that 
he  had  been  informed  "  that  the  Metropolitan  did  open  an  account  witli  the 
Chatham-Phoenix  National  Bank  with  the  understanding  that  ttiey — the  Metro- 
poll  tan-^-wou  Id  receive  a  large  deposit  from  the  Fleet  Corporation,  :tn<l  the 
transaction  worked  out  exactly  as  agreed  upon,"  was  wholly  untrue  by  whomso- 
ever made.  There  were  no  conditions  of  any  kind  whatsoever  relative  to  tht» 
making  of  deposits  with  the  Chatham-Phoenix  National  Bank  or  with  any  other 
bank  in  connection  with  it  as  a  consideration  for  the  opening  of  the  Shipping 
Board  account  with  our  bank. 

Very  truly,  yours,  Geo.  W.  White. 

President. 

Now,  Mr.  Chairman  and  gentlemen,  at  the  previous  hearing  some 
question  arose  as  to  the  withdrawal  of  deposits  from  the  lo  al  de- 
positaries by  the  Shipping  Board,  and  Mr.  Poole  stated  that  he  did 
not  know  what  was  done  with  the  deposits,  as  I  recall,  when  they 
were  taken  out,  said  something  had  been  said  about  putting  them  in 
the  Treasury.  The  letter  which  has  been  submitted  in  evidence 
shows,  if  I  recall  correctly,  that  Mr.  Soleau  distinctly  states  that  he 
made  it  a  point  to  call  upon  the  Federal  National  Bank  and  inform 
them  what  the  exact  situation  was,  and  that  the  deposits  were  to  be 
withdrawn  from  his  bank  and  from  all  other  banks  and  to  be  de- 
posited in  the  United  States  Treasury. 

Here  is  a  copy  of  a  letter  addressed  to  the  Treasurer  of  the  United 

StateS :  Match  2.  1918. 

Treasurer  of   the   United   States. 

Washington,  D.  (\ 

Dear  Sir:  Please  find  inclosed  herewith  checks  Xos.  145G,  14.17,  14."*S.  and 
1459.  each  for  .$">00,000.  drawn  on  the  Federal  National  Bank,  the  District 
National  Bank,  the  National  Metropolitan  Bank,  and  the  Commercial  National 
Bank. 

These  checks  are  the  initial  deposits,  under  the  arrangement  for  your  Ixh-oih- 
ing  the  commercial  hanker  of  the  Division  of  Operations,  United  States  Shipping 
Board  Emergency  Fleet  Corporation,  under  the  agreement  hetween  the  Secre- 
tary of  the  Treasury  and  the  United  States  Shipping  Board,  as  per  letters 
from  the  Secretary  of  the  Treasury  of  February  6  and  of  the  president  of  the 
corporation  of  February  28. 

R.  W.  Bolling. 

Assistant  Treasurer. 

Showing  that,  they  were  drawn  in  equal  amounts  from  the  four 
depositary  banks  at  the  same  time. 

The  Chairman.  I  do  not  understand  that  Mr.  Poole  stated  any 
reason  for  the  withdrawal.    He  simply  stated  the  fact. 

Mr.  Wiixiams.  I  think  his  implication  was  that  it  was  done  un- 
fairly. 

The  Chairman.  I  do  not  think  he  stated  any  conclusion  of  his  own. 
He  stated  the  fact  that  they  were  withdrawn  without  explanation. 
It  might  be  inferred. 
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Mr.  Williams.  Here  is  the  explanation.  Here  is  a  letter  from  the 
Division  of  Operations,  United  States  Shipping  Board,  dated  April 
27,  1918: 

United  States  Shipping  Boabd, 

Emergency  Fleet  Corporation, 

Division  of  Operations, 
Washington,  April  21,  WIS. 
Mr.  George  R.  Cooksey, 

Assistant  to  the  Secretary  of  the  Treasury,  Washington,  D.  C 

Dear  Sir:  Complying  with  your  request,  I  beg  to  advise  that  all  the  bank 
accounts  of  the  Division  of  Operations,  United  States  Shipping  Board,  Emer- 
gency Fleet  Corporation,  have  been  closed,  and  that  all  the  funds  of  this  divi- 
sion are  now  deposited  in  the  Treasury. 
Very  truly,  yours, 

R.  W.  Rolling, 

Assistant  Treasurer. 

Mr.  Chairman  and  gentlemen,  at  the  hearing  a  few  days  ago  a 
member  of  this  committee,  if  I  recall  correctly,  expressed  a  desire  to 
be  advised  as  to  the  proportion  in  which  the  United  States  deposits 
had  been  or  were  being  made  with  the  local  national  banks  in  Wash- 
ington, in  order  that  vou  might  see  and  determine  definitely  whether 
or  not  the  charge  of  the  Federal  National  Bank  that  they  were  being 
discriminated  against  had  any  foundation.  I  instructed  the  statisti- 
cal department  of  the  comptroller's  office  to  take  the  last  sworn 
statements  of  condition,  made  by  all  the  national  banks  in  Washing- 
ton at  each  call  for  the  past  six  months,  the  call  of  June  30,  1919, 
of  May  12,  1919,  and  of  March  4,  1919,  and  to  show  how  much  Gov- 
ernment funds  or  United  States  deposits  were  being  carried  at  the 
time  of  each  call  with  each  of  the  14  national  banks  of  the  District 
of  Columbia. 

The  •Chairman.  This  is  for  the  purpose  of  contradicting  whom? 

Mr.  Williams.  For  the  purpose  of  disproving  the  charge  that  the 
Federal  National  Bank  was  being  discriminated  against,  and  to 
answer  an  inquiry  of  a  member  of  the  committee. 

The  Chairman.  During  the  last  six  months  was  that  claim  made? 

Mr.  Williams.  I  understood  that  it  was  right  along. 

The  Chairman.  How  long  has  Mr.  Glass  been  Secretary  of  the 
Treasury  ? 

Mr.  Williams.  I  think  something  over  six  months. 

The  Chairman.  My  recollection  is  that  there  was  no  criticism  of 
deposits  within  the  last  six  months,  or  recently. 

Mr.  Williams.  I  understood  that  it  did  apply  to  recently.  But  I 
shall  bepleased  to  go  back  as  far  as  you  like. 

The  Chairman.  I  do  not  know.  I  was  not  the  Senator  who  asked 
for  the  information. 

Mr.  Williams.  My  recollection  is  that  it  was  Senator  Calder  or 
Senator  Newberry;  I  am  not  certain.  But,  anyhow,  I  prepared  this 
statement  here,  and  I  should  like  to  call  your  attention  to  how  it 
works  out.  "June  30,  1919,  the  resources  of  the  national  banks — 
giving  the  even  millions " 

The  Chairman   (interrupting).  I  do  not  think  it  is  important 

at  all. 

Mr.  Williams.  The  figures,  I  think,  are  rather  instructive. 

The  Chairman.  You  can  have  them  put  in  the  record. 

Mr.  Williams.  I  should  like  to  comment  very  briefly  on  them,  if  I 
might  be  permitted  to  do  so. 

125023— 19— pt  7 4 
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The  Chairman.  Certainly,  if  you  wish  to. 

Mr.  Williams.  The  resources  of  the  national  banks,  June  30,  1919, 
were  $112,000,000r  Total  of  all  United  States  deposits,  including 
postal  deposits,  and  so  forth,  $8,276,000.  The  per  cent  of  United 
fetates  to  total  resources  was  7.34  average. 

Mr.  Poole's  bank  was  carrying  a  percentage  of  8.14,  about  11  per 
cent  more  than  the  average,  and  the  average  percentage  of  deposits 
to  resources  was  about  twice  as  high  as  in  the  case  of  five  other  na- 
tional banks  at  that  time. 

<On  May  12,  1919,  the  resources  of  the  national  banks  were  $113,- 
000,000.  The  total  United  States  deposits,  including  postal,  were 
$3,824,000.  The  average  was  3.38  per  cent.  Mr.  Poole  s  bank  was 
carrying  4.03  or  36  per  cent  above  the  average  of  all,  while  his  per- 
centage was  five  times  as  high  as  the  percentage  carried- by  five  other 
national  banks. 

On  March  4,  1919,  the  resources  of  the  national  banks  of  the  Dis- 
trict were  $116,000,000.  The  total  Tanked  States  deposits,  including 
postal  deposits,  were  $3,900,000.  The  average  was  3.35  per  cent  of 
their  resources  in  Government  deposits,  while  the  Federal  National 
Bank  was  carrying  a  percentage  of  5.4,  against  an  average  of  all  of 
3.35.  In  other  words,  at  that  time  the  percentage,  on  March  4,  1919, 
of  the  Federal  National  Bank  was  60  per  cent  above  the  average  per- 
centage of  all  the  other  national  banks  of  the  District,  or  five  times 
as  high  as  five  of  the  other  national  banks,  showing  that  if  there  was 
any  discrimination,  it  wTas  largely  in  his  favor:  and  if  there  is  no  ob- 
jection, I  would  like  that  table,  not  a  very  long  one,  to  be  included  in 
the  record. 

(The  table  referred  to  is  as  follows:) 


Total  United  States  deposits,  including  postal-savings  deposits,  and  total 
resources,  etc.,  national  banks  District  of  Columbia,  as  shoicn  bit  reports  of 
condition  for  dates  indicated. 


June  30, 1019. 


Name  of  bank. 


Total  all 

United  States 

denosits, 

including 

postal,  etc. 


i 


Rices  National f 2. 590, 920. 74 

Commercial  National. . . .  1, 793, 322.  00 

National  Metropolitan  . .  i  789, 700. 65 
National  Bank  of  Wash-  ; 

ington ,  433,000.00 

District  National 635;  1 56.  3ft 

Federal  Xation.il 4'J0, 585.  54 

American  N  itional I  261 .  728. 22 

Lincoln  Nit  ional i  240.  00».  m 

Second  Nat  ional ,  17:».  303.  89 

Fran'-lMi  National ,  205, 791.  40 

Farrrers'  &  Mechanics   , 

National 215. 400.56 

Columl  U  National i  162. 498. 69 

N  »ti-  ml  '  V>it»l  ''ank. .  7-V «W.  »vi 

Ihrwnt  Nati'mal i  124.22*11 

Total '  8,276.728.00 


Total  resources 
of  bank. 


Fer 

cent  of 

United 

States 

de- 

I  posits 

!  to  total 

I     re" 
sources. 


528,365, 670. 61 
17,429,695.06 
11,930,604.08 

10,354.573.45 
8, 398, 526. 22 
6,139,331.82 
5.875,243.07 
5, 7.13, 726. 34 
4.353.  IS'*..  16 
3,588.°05  50 

3,2L»6.8'5.72 
3.219,796.75 
2,155.073  82 
1,857,257.00 


9.13 

10. 2J 

6.62 

4.18 
7.56 
8.14 
4.45 
4.21 
4.12 
5. 73 

8.66 
5.  05 
3.53 
6.69 


May  12, 1919. 


Total  all 

United  States 

deposits, 

including 

postal,  etc. 


Total  resources 
of  bank. 


Per 
cent  of 
United 
States 
i     de- 
I  posits 
I  to  total 

I     re" 
'sources. 


i 


$1,627,411.00 
831,581.58 
363,833.42  ; 

1,000.00 
234,351.41  j 
292,888.62 
51,815.72  ! 

i 

24  "m."^'1 

40,937.85  | 

106.110.00  i 
26,300.77 
66.525.20 
66, 573. 13  I 


127,515, 
16,044, 
12,382, 

11,121, 
8,597, 
6,320, 
6,233, 
5,574, 
4,444, 
3,804, 


601.76 
927.58 
002.67 

592.11 
576.22 
070.52 
119.21 
108.68 
877.42 
586.47 


3.050,339.69 
3,765,243.05 
2,254,682.03 
1,876,328.93 


112,644,402.20  1   7.3*1  3,824,01)0.03   113,175,056.34 


5.89 
5.  IS 
2.94 

.01 
2.78 
4.63 

.83 


.66 
1.05 

6.43 

.70 

2.95 

3.55 


3.38 
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Total     United    State*    deposit*. 

including    postal-saving*    deposits,    and 
ces,  etc.— Continued. 

fo/ol 

Mar.  t,  1919. 

Nam*  of  bulk. 

Total  all 

United  (itutos 

InchiriinK 

Tots]  resniirtoj 
of  bank. 

Per 

rem  of 
Unlled 

,.  _KtM__ 

II,  3M.  204  tt 

IW.JI-  70-37 
6.  if       j3  0: 

»,Sj   fT.ra 

».30     itt  ;a 

1  58 

333,i»>-S 

..'■  -I-   a 

t.L37(>  << 
40,13)  83 
3MW.3I 

71>|»  71  ■      l!^]:   .90  67 

Total 

3, 901,334.  W       110,  211,725. M 

3.35 

Mr.  Williams.  I  will  state,  Mr.  Chairman,  that  I  had  been  ad- 
vised that  I  would  probably  have  here  to  present  to  you  at  this  hear- 
ing a  letter  from  the  president  of  the  Chatham-Phoenix  National 
Bank  contradicting  the  references  made  by  Mr.  Poole  or  Mr.  Hogan 
as  far  as  his,  the  Chatham-Phoenix  National  Bank;  of  New  York, 
was  concerned.  It  has  not  come  in,  but  I  presume  it  will  be  ready 
at  the  next  hearing  to  present  to  you. 

Sow,  Mr.  Chairman,  shall  we  go  on  now,  or  would  you  prefer  to 
adjourn  ? 

The  Chairman.  I  prefer  to  go  on,  if  you  are  willing.  But  I  leave 
it  entirelv  with  you,  under  the  circumstances. 

Mr.  Williams.  I  do  not  want  to  tax  you  too  much.  With  your 
permission.  Mr.  Chairman  and  gentlemen,  I  will  undertake  to 
answer,  first,  some  of  the  statements  which  were  made  by  Mr.  Hogan 
in  his  testimony  before  this  committee  relative  to  the  circumstances 
under  which  the  United  States  Trust  Co.  was  taken  over  in  the  fall 
of  1917  by  the  Munsey  Trust  Co.  of  this  city. 

Mr.  Hogan  speaks  of  the  incident  as  the  failure  of  the  United 
States  Trust  Co.  It  is  exceedingly  fortunate  for  the  financial  inter- 
ests of  Washington,  as  well  as  for  the  financial  interests  of  the  coun- 
try generally,  that  there  was  no  failure  of  the  United  States  Trust 
Co.  at  that  time.  The  financial  atmosphere  was  surcharged  in  the 
full  of  1913,  and  I  might  say  that  we  were  almost  in  a  condition  of 
a  perilous  equilibrium.  A  failure  of  a  trust  company  of  that  size 
in  the  city  of  Washington,  with  more  than  40,000  depositors,  might 
have  had  an  exceedingly  far-reaching  and  disastrous  effect  upon  our 
whole  financial  structure  if  it  had  been  permitted  to  take  place. 
The  failure  was  avoided,  and  just  in  the  nick  of  time,  and  through 
the  constructive  work  and  the  energy  and  the  efficient  action  of  the 
Munsey  Trust  Co.  the  perilous  situation  was  bridged  over. 

The  taking  over  of  that  trust  company.  I  think,  took  place  about 
Ihe'i&l  of  November.  1013.  and  public  confidence  was  being  restored. 
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It  had  been  badly  shaken  and  had  been  very  nervous.  Things  were 
still  looking  a  little  squally,  because  it  was  realized  how  niear  we 
had  come  to  a  bad  bank  failure  in  Washington,  a  failure  which 
would  have  happened  if  it  had  not  been  for  the  prompt  and  vigorous 
action  of  the  Secretary  of  the  Treasury  in  agreeing,  at  midnight  of 
the  21st  or  22d  of  November  to  advance,  if  necessary,  a  million  dol- 
lars to  facilitate  that  operation. 

The  fact  that  1,  as  Assistant  Secretary  of  the  Treasury  at  that 
time,  had  recommended  and  approved  of  the  utilization  of  the  pub- 
lic funds  by  a  deposit  in  the  national  banks  for  the  purpose  of  pre- 
venting that  disaster,  was  made  the  object  of  attack  and  criticism 
by  certain  people  for  the  alleged  reason  that  one  of  my  brothers 
was  or  had  been  a  director  in  the  Munsey  Trust  Co.,  the  corporation 
which  came  forward  and  saved  the  day,  with  the  aid  of  the  Gov- 
ernment. 

About  10  days  or  12  days  after  the  Munsey  Trust  Co.  had  taken 
over  the  United  States  Trust  Co.  a  New  York  newspaper,  the  Trib- 
une, began  a  series  of  vicious  and  slanderous  articles,  insinuating 
that  my  part  in  the  transaction  was  open  to  criticism,  because,  as 
I  understand,  my  brother,  who  had  been  or  was  a  director  of  the 
Munsey  Trust  Co.,  had  been  energetic  in  endeavoring  to  save  that 
situation. 

The  publication  by  the  Tribune  of  those  articles  was  proving  very 
disturbing  to  the  financial  situation  in  Washington,  and  they  wei^ 
put  forward  in  a  sensational  way  which  was  adversely  affecting  the 
Munsey  Trust  Co.,  because  Mr.  Munsey  was  also  being  charged  by 
the  Tribune  with  failing  to  carry  out  completely  the  engagements 
which  he  had  entered  into,  or  which  he  was  alleged  to  have  entered 
into,  in  connection  with  the  taking  over  of  the  United  States  Trust 
Co.  To  be  a  little  more  explicit,  I  think  they  charged  that  Mr. 
Munsey  had  promised  that  if  the  Government  would  provide, 
through  the  national  banks  of  the  city,  a  deposit  with  his  corpora- 
tion of  a  million  dollars  in  that  emergency,  he  would  arrange  to  have 
half  a  million  dollars  brought  over  from  outside  to  build  up  the  re- 
serves of  his  trust  company,  and  to  assist  in  paying  expeditiously 
such  demands  as  might  be  made  by  the  depositors.  And  the  charge 
was  made  that  he  delayed  or  procrastinated  in  making  that  deposit. 
As  a  matter  of  fact,  the  testimony  before  this  committee  shows  that 
those  charges  against  Mr.  Munsey  are  most  unjust,  an  instead  of 
bringing  over  a  half  a  million  dollars  during  that  period,  as  I  recall 
he  brought  over  a  million  or  more  to  aid  and  assist  in  restoring  con- 
fidence to  the  situation. 

Now,  Mr.  Chairman,  the  question  of  the  propriety  of  whatever 
part  I  had  in  those  transactions  was  discussed  and  passed  upon  by 
this  committee,  of  which  you  were  a  member  at  that  time,  and  after 
summoning  before  the  committee  all  the  witnesses  that  you  desired 
to  summon,  and  ascertaining  what  the  true  facts  were,  my  nomina- 
tion was  favorably  reported  by  the  committee.  But,  as  this  incident 
has  been  resurrected  by  Mr.  Hogan,  and  has  been  misstated  and  dis- 
torted by  him,  I  think  it  only  fair  that  I  should  place  in  this  record 
certain  portions  of  the  record  made  in  February,  1914,  which  show 
the  falsity  and  unfairness  of  the  statements  made  in  this  connection 
by  Mr.  Hogan. 

The  statements,  Mr.  Chairman,  made  by  the  Tribune  articles,  to 
which  Mr.  Hogan  referred,  implied  that  there  had  been  some  kind  of 
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favoritism  exercised  by  the  Assistant  Secretary  of  the  Treasury  in 
conection  with  the  deposit  of  the  $1,000,000  fund  with  the  national 
banks  at  that  time,  which  was  turned  by  the  national  banks  over  to 
the  Munsey  Trust  Co.,  that  the  Munsey  Trust  Co.  had  been  favored 
and  that  other  companies  had  not  been  given  a  fair  chance  of  ab- 
sorbing the  United  States  Trust  Co. 
On  page  11  of  the  hearings  of  1914  you  will  find  this : 

The  following  is  a  copy  of  ft  letter  from  Hon.  W.  R.  Merrlam,  formerly  gov- 
ernor of  Minnesota,  and  at  one  time  Director  of  the  Census*,  who  is  now  a 
resident  of  this  city,  and  a  director  in  the  Continental  Trust  Co.,  of  Washing- 
ton. Gov.  Merriam  was  a  member  of  a  committee  of  three,  composed  of  ex- 
Senator  Scott,  president  of  the  Continental  Trust  Co.,  President  Galliher,  of 
the  American  National  Bank,  and  himself,  which  called  oh  Assistant  Secretary 
Williams  of  the  Treasury  Department  before  the  acquisition  of  the  United 
States  Trust  Co.  by  the  Munsey  Trust  to  discuss  the  taking  over  of  the 
United  States  Trust  Co.  by  the  Continental. 

Washington,  D.  C.  December  5,  1913. 
Hon.  John  Skelton  Williams, 

Assistant  Secretary  of  the  Treasury,  Washington,  J).  C. 

Dear  Mb.  Williams:  I  read  the  article  in  the  New  York  Tribune  of  to-day 
and  yesterday  purporting  to  be  a  statement  of  facts  in  connection  with  the 
acquisition  some  days  ago  of  the  United  States  Trust  Co.,  of  Washington,  by 
the  Munsey  Trust  Co.,  also  of  this  city. 

The  article  is  misleading,  intending  to  reflect  upon  the  officials  of  the 
Treasury  Department,  and  is  evidently  inspired  by  a  desire  to  question  the 
good  faith  and  the  integrity  of  the  officers  of  the  Government  who  endeavored 
to  render  a  signal  service  to  the  banking  interests  of  Washington  as  well  as 
to  its  citizens. 

The  writer,  who  is  interested  in  the  Continental  Trust  Co.,  of  this  city, 
was  one  of  the  committee  of  three  of  the  board  of  directors  of  that  institution 
selected  to  visit  you  on  Friday,  the  21st  of  November.  The  committee,  consisting 
of  Nathan  B.  Scott,  president  of  the  Continental  Trust  Co. ;  Mr.  Galliher,  presi- 
dent of  the  American  National  Bank,  and  the  writer,  was  deputed  by  the 
board  of  directors  to  learn  the  views  and  wishes  of  your  department  regard- 
ins:  a  possible  merger  of  the  United  States  Trust  Co..  and  also  to  ascertain 
the  attitude  of  the  officials  of  the  Treasury  Department  looking  to  aid  the 
United  States  Trust  Co.  in  the  way  of  advancing  funds  in  case  the  situation 
became  sufficiently  serious  to  warrant  substantial  assistance. 

You  advised  us  that  under  the  law  the  Treasury  could  deposit  no  Govern- 
ment funds  in  trust  companies,  but  that  in  case  of  necessity  it  could  and 
would  deposit  United  States  funds  to  large  amounts  in  certain  National  banks 
named  by  us,  provided  always  that  the  securities  offered  were  entirely  satis- 
factory to  the  proper  authorities.  You  manifested  an  earnest  desire  to  do 
anything  within  your  power  to  ward  off  a  possible  disaster  to  the  banking 
interests  of  the  city,  and  evinced  a  desire  that  prompt  action  might  be  taken. 

You  also  expressed  the  hope  that  there  might  be  competition  among  the 
banking  institutions  of  the  city  looking  to  the  acquisition  by  purchase  or 
merger  of  the  United  States  Trust  Co.,  by  or  with  a  solvent  trust  company, 
in  order  that  the  stockholders  as  well  as  the  dei>ositors  of  the  Uuited  States 
Trust  Co.  might  receive  the  fullest  benefits. 

The  matter  of  the  acquisition  by  the  Continental  Trust  Co.  of  the  United 
States  Trust  Co.  was  under  consideration  all  day  Friday,  the  21st,  and  also 
late  Friday  evening,  but  as  no  plan  could  be  evolved  satisfactory  to  all  con- 
cerned, the  representatives  of  the  United  States  Trust  (Jo.  were  left  to  deal 
with  Mr.  Munsey,  who,  it  was  understood,  was  ready  to  assume  the  liabilities 
and  take  over  the  assets  of  the  United  States  Trust  Co.,  and  provide  the  neces- 
sary funds  to  meet  any  demands  by  the  depositors  when  the  bank  and  its 
branches  were  opened  on  Saturday  evening. 

I  learned  later  that  the  clearing-house  banks  of  this  city,  acting  in  unison, 
offered  to  receive  deposits  from  the  Government  to  the  extent  of  $1,000,000 
prorated  among  the  national  banks,  and  to  have  the  funds  paid  directly  to 
the  Munsey  Trust  Co.  as  soon  as  satisfactory  securities  were  deposited  in  the 
hands  of  the  Treasurer  of  the  United  States.  I  also  learned  from  one  of  your 
aids  that  the  arrangement  was  carried  out  exactly  as  agreed  upon  by  the 
bankers  themselves. 
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Mr.  Willi ams.  The  point  is  not  so  much  what  they  did  with  that 
money,  as  it  was  Mr.  Ailes  getting  that  money  out  of  the  Federal 
Treasury  for  the  Riggs  Bank  five  days  before  he  resigned  to  become 
vice  president  of  that  bank. 

The  Chairman.  I  do  not  understand  you  to  complain  that  it  was 
an  unusual  thing.  It  was  proper  for  the  Government,  I  suppose,  to 
deposit  money  somewhere,  and  it  was  not  customary  for  the  banks  to 
pay  interest  at  that  time.    What  was  there  unusual  about  it? 

Mr.  Williams.  Secretary  McAdoo's  statement,  which  I  have  just 
read,  was: 

The  proportion  of  Government  funds  to  total  deposits  and  to  the  then  capital 
and  surplus  of  the  hank  ($900,000)  was  grossly  abnormal  and  unprecented. 

And  the  point  is  that  there  was  a  gross  discrimination  by  the  Treas- 
ury, of  which  Mr.  Ailes  was  at  that  time  Assistant  Secretary,  in  favor 
of  the  Riggs  Bank,  by  whom  he  was  employed  as  an  officer  five  days 
after  he  had  quit  the  Treasury,  and  it  is  unnecessary  for  me  to  com- 
ment at  this  time  upon  what  the  relationship  may  have  been  between 
the  ability  of  the  Riggs  Bank  to  obtain  from  the  Treasury  at  that 
particular  time  tliat  $2,900,000  and  his  employment  by  the  bank.  I 
do  not  care  to,  and  it  is  unnecessary  for  me  to  comment  upon  that. 
Those  are  facts  that  speak  for  themselves. 

Secretary  McAdoo's  affidavit  continues: 

During  that  time  there  were  11  national  hanks  In  the  city  of  Washington, 
and'  the  deposits  of  the  plaintiff  hank  averaged  not  exceeding  39  i>er  cent  of  the 
total  average  deposits  of  said  national  hanks.  The  total  deposits  of  Government 
funds  in  all  of  the  remaining  national  banks  of  Washington  during  said  period 
averaged  approximately  $278,874. 

While  the  Riggs  Bank  was  enjoying  special  deposits,  without  in- 
terest, amounting  to  ten  times  the  amounts  which  were  being  carried 
by  all  the  other  banks  in  Washington  combined. 

Secretary  McAdoo's  affidavit,  continuing,  says: 

The  average  of  Government  funds  on  deposit  with  the  plaintiff  hank  from 
the  time  the  said  Ailes  became  connected  with  the  bank,  in  April,  1903,  until 
March,  1907.  was  $2.018,9.17. 

As  I  understand  it,  those  four  years,  an  average  of  over  $2,000,000 
of  deposits,  bearing  no  interest. 

At  the  time  Mr.  Ailes  became  vice  president  of  the  plaintiff  hank  he  also 
became  and  has  ever  since  remained  the  salaried  representative  of  the  National 
City  Bank  of  New  York  in  Washington.  During  all  of  said  period  and  until  I 
assumed  office  the  regular  Government  deposits  were  carried  in  national  hanks 
without  interest.  From  1899  to  1908  the  average  daily  deposits  of  Government 
funds  in  all  the  national  banks  of  the  United  States  was  $113,170,208  and  the 
average  capital  and  surplus  of  all  such  banks  was  $5,605,459,635.91,  as  appears 
from  the  accompanying  table,  marked  "Exhibit  E-l,"  which  is  hereby  embodied 
in  this  affidavit  as  a  part  thereof. 

Xo\\\  Mr.  Chairman,  this  witness  who  app  ared  against  my  con- 
firmation on  the  ground  *mi*  there  was  >onie  favoritism  or  some  dis- 
crimination of  some  sort  connected  with  deposits  with  all  the  national 
hanks  of  Washington  of  a  million  dollars  for  the  purpose  of  protect- 
ing a  situation  whi'h  had  become  exceedingly  dangerous,  this  in- 
dividual, as  I  say.  who  made  those  criticisms  of  the  action  of  the 
Treasury  Department,  is  the  same  man  who  resigned  as  Assistant 
Secretary  of  the  Treasury  five  days  before  the  Riggs  Bank  got  thi^ 
$2,900,000  of  deposits,  a  large  portion  of  which  remained  with  them 
for  years. 
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The  Chairman.  Have  those  Tribune  articles  been  printed  in  the 
record  ? 

Mr.  Williams.  Two  of  them,  I  think,  are  printed  in  Secretary 
McAdoo's  affidavit. 

The  Chairman.  I  do  not  recollect  that  thev  have  been  introduced 
into  this  record. 

Mr.  Williams.  The  two  Tribune  articles  were  in  Secretary  Mc- 
Adoo's  affidavit,  and  are  embodied  in  the  February,  1919,  hearings. 

Mr.  Chairman  and  gentlemen,  I  ask  your  attention  to  Exhibit  D, 
on  page  548  of  the  hearings  of  February,  1919,  showing  month  by 
month  the  public  funds  deposited  with  the  Riggs  National  Bank, 
from  March  21,  1903,  to  July  2,  1914. 

(The  table  referred  to  is  as  follows:) 

Exhibit  D. 

Public  funds  deposited  with  the  Riggs  National  Bank  of  Washington,  D.  0., 

Mar.  21,  1908,  to  July  2,  1914,  inclusive. 


January 
February 

March 

April 


1904 


21 
11 


Mar. 


June. 
Juh. 


Aurast 

September . 

<jctoler 

November. 
I'cremr-er., 


Average  dally  bal- 
ance  


3,000,000 

3,660,666" 


14 


3,000.000 
3.000,000 


Amount. 


$3,000,000 
3,000,000 
2.400,000 
2,400,000 


2,100,000 


3,000,000 
3,000,000 
3,000,000 
3,000,000 
3,000,000 


30 


2,100,000 
2,100,000 


1905 


Date. 


Amount. 


11,575,000 
1,575,000 
1,575,000 
1,575,000 


6 
20 


2,100,000 
2,100,000 
2,100,000 
1,575,000 
1,575,000 


8 
27 
5 
9 
7 
4 
9 


2,195,000 
2,803,000 
2,803,000 
2,641,000 
2,249,000 
2,086,000 
1,924,000 
1,762,000 
1,600,000 
1,438,000 


2,785,964 


2,311,491 


1906 


Date. 


Amount. 


6 

3 
10 

7 
21 

5 


11,276,000 

1,114,000 

952,000 

790,000 

1,000,000 

2,370,000 


2,370,000 
2,233,000 


11 

8 

6 

10 

8 


2,096,000 
1,959,000 

1,*22,000 
1,685,000 
1,548,000 


1,910,849; 1,696,380 


Date. 


January.. 
February . 
March 


12 
9 
9 

30 


1907 


Amount. 


1908 


Date. 


April. 
Mav.. 


11 


June. 

July. 


$1,411,000 
1,274,000 
1,137,000 
1,000,000 


11 

s 

7 
14 
31 


1,000,000 
2,125,000 


9 
29 


Aucu*t 

September. 
'October.... 
November . 
I  December. . 


6 


2,12->,000 
2,013,000 


10 
7 
5 

23 
14 


1,900,000 
l,7KS,000 
1,675, 000 
1,563,000 
1,653,000 


11 

18 
S 
5 

10 
7 
5 

31 


1909 


Amount.  <  Fate.     Amount 


$1,540,000 
1,315,000 
1,203,000 
l,0S3,OOO 
903,000 
903,000 
1,319,000 
1,346,000 


1910 


Date. 


23 

13 

6 


$363,000 
229,000 
140,000 


15 
19 
12 


10 

8 


50,000 
1,040,000 


1,346,000 
1,237,000 
9X6,000 
897,000 
807,000 
718,000 
628,000 
539,000 
413,000 


17 


1,040,000 
842,000 


Average  dally  bal- 
ance  


1,652,043 


21 
25 
16 
20 
18 


644,000 
545,000 
446,000 
347,000 
248,000 


1,204,049    529,821 


Amount. 


$149,000 

50,000 

1,000 


1,000 
310,000 
619,000 
947,000 
1,236,000 
927,000 


20 
17 
22 
19 
17 


619,000 
495,000 
372,000 
218,000 
125,000 


438,482 
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Public  funds  deposited  with  the  Riggs  National  Bank  of  Washington,  /).  C. 

Mar.  21,  1903,  to  July  2, 1914,  inclusive— Continued. 


January. 


February. 

March 

April 

May 


1911 


1912 


Date. 


21 


June. 


July 

August 

September. 

October 

November. 
December. , 


20 
31 


Average  daily  bal- 
ance  


15 
19 
16 
14 
18 
10 


Amount. 


$1,000 


1,000 

1.000 

1,000 

293,000 

877,000 


Date. 


20 

"if 


877,000 


702,000 
526,000 
439,000 
361,000 
264,000 
176,000 


334,093 


18 
25 
31 


15 
15 
14 
14 
14 
14 


Amount. 


189,000 


1,000 
1,000 
1,000 
269,000 
537,000 
805,000 
805,000 


644,200 
483,400 
403,000 
322,600 
242,200 
161,800 


312,079 


1913 


Date,  i  Amount. 


14 
30 
14 


15 
26 


181,400 
181,400 
100,000 
100,000 
100,000 
412,366 
700,924 


5 
16 

15  | 
15  I 
15 
15  | 
17  ! 
15 


1,020,000 
1,327,000 
1,082,000 
959,000 
837,000 
756,000 
632,000 
509,000 


549, 137 


1914 


Date. ;  Amount. 


16  !        1365,400 


14 

16 


232,200 

99,000 
89,760 
91,3*7 


92,388 


*  94,594 


188,540 


i  Discontinued  as  a  depositary  July  2, 1914  (2  days). 
Average  daily  deposit  for  entire  period,  Mar.  21, 1903,  to  July  2, 1914,  $1,227,611. 

Mr.  Williams.  I  will  also  ask  your  attention  to  Exhibit  E,  same 
affidavit,  showing  the  public  deposits  in  the  National  City  Bank  of 
New  York  by  months  from  the  date  of  its  designation  as  a  depositary, 
July  21, 1894,  to  the  date  of  its  discontinuance,  May  31, 1913. 

(The  table  referred  to  is  as  follows:) 

Exhibit  E. 

Public  deposits  in  the  National  City  Bank  of  New  York,  by  months,  from  date 
of  its  designation  as  a  depositary,  July  21,  1894,  io  date  of  its  discontinuance. 
May  31,  1913. 


January . . . 
February. . 

March 

April 

May 

June 

July 

August 

September. 
October... 
November. 
December. 


Average  daily  deposit . 


1894 


$100,000 
100,000 
100,000 
200,000 


12  j,  000 


1895 


$200,000 

2,809,000 

2,399,000 

2,399,000 

2,399,000 

2,399,000 

ISO,  000 

180,000 

180,000 

180,000 

180,000 

180,000 


1,140,000 


1896 


$180,000 

6,901.000 

5,  744, 000 

3,384,000 

2,969,000 

2, 04'),  000 

200,000 

'  200,000 

200,000 

200,000 

200,000 

200,000 


1897 


1,8(18,000 


$200,000 
200,000 
200,000 
200,000 
200,000 
200,000 
200.000 
200,000 
200,000 
200,000 
200,000 
200,000 


200,000 


189s 


$200,000 
11,902.000 

i0.2M.ono 

9, 93), 000 
9,931,000 
9,931.000 
10,528,000 
11,491.000 
11,. 30'i,  000 
12.262.000 

I3.eyo.ooo 

14,020.000 


10,497,000 


January . . . 
February. . 

March 

April 

May 

June 

July 

August 

September. 
October . . . 
Noveml>er. 
Deceralxsr . 


1899 


$16,248,000 
lo,993,000 
17,508,000 
16,6*)4,000 
14,799,000 
12,404,000 
10,6*4. 000 
11,310,000 
13, 739, 000 
13,739,000 
13,  739, 000 
14,152,000 


Average  daily  deposit . 


14,244,000 


1900 


$16,490,000 
17,801,000 
17,745,000 
17,745,000 
17, 74").  000 
16,9)0,000 
15,162,000 
14.540,000 
14,489,000 
14,395,000 
14,330.000 
14,330,000 


1901 


$14,330,000 
14, 330,000 
14,330,000 
14,42ti.000 
14,916,000 
14,468,000 
14,330.000 
14,309,000 
14,412,000 
15,019,000 
15,837,000 
15,832,000 


15,977,000'       14.711,000 


1902 


$15,837,000 
15,837,000 
15,837,000 
15,837,000 
15.837,000 
1">,  837, 000 
15,837,000 
15,837,000 
15,837,000 
15,837.000 
15.837,000 
15,837,000 


1903 


15,^7,000 


$15,837,000 
15,S37,<WI 
15,  S17,  ono 
12.W7.000 

12.937;  000 

12,934.000 
12,919/100 
12,919.000 
12.919.000 
12.W7.000 

12.93'..  WW 
12,%7.000 


13,657,000 
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Public  deposits  in  the  National  City  Bank  of  Ncto  York,  by  months,  from  date 
of  its  designation  as  a  depositary,  July  21,  1894,  to  date  of  its  discontinuance, 
May  31,  1913 — Continued. 


1904 


1906 


January 

February 

M  ar.-n .  .*. 

Awil 

May 

June 

July 

Aueu^t 

»eptemoer 

<>.  lober 

November 

i>et«mber 

Average  daily  deposit 


$12,937,000 

13, 22*,  000 

14,530,000 

18,476,000 

13,722,000 

7,714,000 

7,714,000 

7,714,000 

7,714,000 

7  714,000 

7,714,000 

7,714,000  I 


$7,241,000 
0,943,000 
0.015,000 
5,7S5,000 
5,098,000 
4,340,000 
3,3(>7,000 
2,895,000 
2,  K95. 000 
2,895,000 
2, 895, 000 
2,895.000 


10,573,000  j        4,442,000 


i 


1906 


$2,895,000 
2,8&>,000 
3,270,000 
9,645,000 

14,520,000 
5,520,000 
4,020,000 
2,895,000 
8,091,000 

13,136,000 
4,070,000 
3,495,000 


6,254,000 


1907 


$3,595,000 
3, 4V  0,000 
3,395,000 
5,395.000 
5,395,000 
5,395,000 
5,145,000 
4,895,000 
4,945,000 
5,345,000 
14,020,000 
16.416,000 


6,450,000 


1908 


$15,872,000 
12,135,000 
9,285,000 
9,285,000 
5,679,000 
3,864,000 
2,220,000 
2,220,000 
2,220,000 
2,220,000 
2,220,000 
2,220,000 


5, 786. 000- 


January 

February 

lidrdti 

April 

Slay 

June 

July 

-Vi  »USt 

September 

o.obcr 

X  jvember , 

I>e;vmber 

Average  daily  deposit 


1909 


1910 


1911 


1912 


1913 


$250,000 
250,000 
250,000 
250,000 
250.000 
250, 00  ) 
250,000 
250,000 
250,000 
250,000 
250,030 
251,000 


250,000 


$250,000 
250,000 
250,000 
250,000 
250,000 
250,000 
250,000 
250,000 
250,000 
250,000 
250,030 
250,000 


25'),  000 


$250,000 
250.000 
250,000 
250,000 
250,000 
250,000 
250,000 
250,000 
230,000 
250,000 
250,000 
250,000 


250,000 


$250,000  j  $250,000 

250.000  '  400,1100 

250,000  400,000 

250,000  ,  400,000 

250,000  '  400.000 

250,000  l  (») 

250,000    

250,  OOJ  1 

250.000  I 

260,000  I 

250,000  ' 

250,000  I 

250,000  I  370,000 


*  Discontinued  at  its  own  request.  May  31,  1913. 

Average  daily  deposit  from  date  of  initial  public  deposit— September,  1894— to  date  of  discontinuance- 
as  a  public  depositary— May  31, 1913,  $6,513,812. 

Mr.  Williams.  I  think  I  will  forbear  further  comment  upon  that 
incident  and  the  criticism  from  that  particular  source. 

Mr.  Hogan,  in  his  testimony  a  few  days  ago,  made  very  unfair  and 
incorrect  statements  in  connection  with  the  forms  of  receipt  which 
it  was  claimed  national  banks  were  requested  to  give  in  connection 
with  the  deposit  of  the  $1,000,000  of  public  funds  with  the  Mnnsey 
Trust  Co.,  or  with  the  national  banks  for  the  Munsey  Trust  Co.,  in 
November,  1913.  That  point,  it  seems,  had  been  brought  up  by  some- 
one in  the  February,  1914,  hearings,  and  on  page  131  of  the  February, 
1914,  hearings  I  made  a  statement  which  I  think  fully  covers  and 
explains  that  incident : 

Mr.  Williams.  There  is  one  point  I  wish  to  refer  to.  and  that  Is  the  blue- 
printed papers  that  Mr.  Flather  has  referred  in  regard  to  the  crop-moving 
funds.  The  statement  was  that  the  money  was  put  up  out  of  crop-moving 
funds.  The  explanation  is  that  we  had  a  worked-out  plan  and  some  blanks 
to  be  filled  out  by  the  custodian  of  the  Treasury  and  bonding  officer,  etc., 
which  we  are  using  in  connection  with  the  crop-moving  fund — thru  system  of 
blanks  we  have  providing  for  the  signatures  of  a  committee  which  yvisses  upon 
thp  securities. 

We  did  not  ask  them ;  we  did  not  desire  or  care  for  them  to  obligate  them- 
selves again.  The  paper  which  was  prepared  by  the  solicitor  covered  the  cases 
absolutely.  It  was  more  formal  than  many  of  the  applications  which  have  come 
in  for  crop-moving  funds,  but  when  the  deposit  is  made  we  have  a  system  of 
arranging  for  the  exchange  of  securities,  and  those  particular  papers  did  not 
refer  to  the  application  of  crop-moving  funds  primarily,  but  to  the  system  for 
exchange  of  collateral ;  that  was  all.  The  Treasury  Department  needed  nothing. 
It  is  a  broad,  formal  application,  a  supply  of  which  it  had.  They  wore  all 
complete  and  they  were  intact,  and  the  only  thing  that  was  desired  there  was 
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to  use  that  same  machinery  or  method  in  which  the  committee  would  improve 
the  securities  and  would  pass  it  on  to  the  custodian,  and  we  thought  we  eoultl 
with  perfect  propriety,  use  those  printed  forms.  It  did  not  refer  to  the  dei**»it 
of  a  single  dollar  anywhere ;  the  money  had  been  put  up  long  before  the  Treas- 
ury Department  had  put  this  up  to  them  to  provide  a  means  for  the  exchange  »>f 
collateral.  It  was  necessary  to  provide  the  machinery  for  the  exchange  of  tJb*» 
collateral,  and  it  was  simply  a  plan  or  method  to  cover  that  point,  and  that 
only. 

The  Chairman.  v'»u  use  some  general  blanks  so  as  to  save  making  up  special 
blanks. 

That  ended  that  discission.  As  matter  of  fact,  before  one  dollar 
was  put  up  by  the  Treasury  the  Treasury  had  obtained  the  signa- 
tures of  all  the  banks  in  Washington,  giving  it  full  protection. 

On  page  17.  February,  1914,  nearings,  you  will  find  this  state- 
ment  

The  Chairman.  By  whom? 

Mr.  Williams.  Bv  me. 

m. 

At  1  o'clock  Saturday  mornin&r,  after  mi  lnight.  a  meeting  of  the  clearing- 
house banks  was  held  at  the  Shoreham  Hotel.  All  the  hankers  present  agreed 
to  the  proposed  arrangement,  1  am  told,  except  Mr.  Flather,  of  the  Riggs  Na- 
tional Bank,  who  declined  to  agree  without  consultation  with  Mr.  Glover,  its 
president. 

I  will  also  mention  just  at  this  point  that  I  am  advised  that  when 
the  Riggs  National  Bank's  representative  did  decline  in  that  emer- 
gency that  night  to  put  up  its  pro  rata  of  the  funds  without  going  to 
consult  Mr.  Glover  or  some  one  else,  the  executive  officer  of  the  Com- 
mercial National  Bank  spoke  up  at  once  and  said  they  would  take 
his  portion,  so  as  to  insure  the  carrying  out  of  the  arrangement  and 
save  the  situation,  without  any  chance  or  hazard  of  waiting  upon 
Mr.  Glover.     [Continuing  reading :] 

Other  hanks  consented  to  take  the  $90,000  assigned  to  the  Riggs.  in  case  of 
its  refusal,  but  Mr.  (Hover  subsequently  consented  that  that  hank  should  take 
its  share.  Solicitor  Elliott,  of  the  comptroller's  office,  was  present,  represent- 
ing the  Treasury  Department.  I,  with  the  authority  of  the  Secretary  of  the 
Treasury,  was  telephoned  to  and  confirmed  the  advance  of  the  $1,000,000  to  the 
national  hanks.  Mr.  Elliott  drew  up  the  formal  application  of  the  bankers, 
which  all  signed,  as  follows — 

Mr.  Chairman,  with  your  permission,  I  will  just  insert  that  with- 
out my  reading  it — or  shall  I  read  it? 

The  Chairman.  It  is  all  right  to  insert  it  without  reading  it;  but 
if  you  consider  it  important 

Mr.  Wimjams.  If  you  think  it  is  important,  I  will  read  it. 

The  Chairman.  I  clo  not  think  it  is  important — any  of  it. 

(The  matter  requested  by  Mr.  Williams  to  be  inserted  in  the  record 
is  as  follows:) 

The    SECRETARY   OF   THE   TREASURY, 

Washington,  D.  C. 

Sir:  We.  the  undersigned  national  banks  of  Washington,  hereby  make  appU* 
cation  for  deposit  of  $1,000,000,  to  be  secured  by  bonds  or  other  securities  ac- 
ceptable to  the  Secretary,  to  be  delivered  to  the  Secretary  on  the  morning  of 
November  22. 

And  we  further  request  that  this  sum  be  delivered  to  the  Muusey  Trust  Co. 
and  charged  to  the  account  of  the  undersigned  uational  banks  in  the  amounts 
indicated,  the  Munsey  Trust  Co.  having  furnished  securities  and  deposits  to 
be  made  by  the  several  undersigned  banks  with  said  company  in  the  same 
amounts. 

Respectfully, 

The  National  Bank  of  Washington,  by  Clarence  F.  Norment,  president.  $90,000 

The  Riggs  National  Bank,  by  William  J.  Flather,  vice  president 90,000 

Federal  National  Bank,  by  John  Poole,  president 90,000 
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IMstrlct  National  Bank,  by  Robert  N.  Harper,  president 90,000 

National  Metropolitan  Bank,  by  George  W.  White,  president 90,000 

Commercial  National  Bank,  by  A.  G.  Clapham,  president 90,000 

Columbia  National  Bank,  by  A.  F.  Fox,  president 100,000 

Tin*  Farmers*  &  Mechanics'  National  Bank  of  Georgetown,  by  William 

King,  president 90, 000 

The  Second  National  Bank,  by  William  V.  Cox,  president 90,000 

The  National  Capital  Bank,  by  Thomas  W.  Smith,  president 1_  90,000 

The  American  National  Bank  of  Washington,  W.  T.  Galllher,  president.  90, 000 

This  order  was  delivered  to  me  at  the  Treasury  Department  at  8.15  o'clock 
Saturday  morning  by  Mr.  Flather,  president  of  the  clearing  house.  At  the 
same  time  securities  for  the  $1,000,000  to  be  deposited  with  the  11  national, 
banks  were  presented  by  representatives  of  the  Munsey  Trust  Co. 

On  receipt  of  the  securities  I  gave  the  following  order  on  the  Treasurer: 

November  22,  1913. 
Treasurer  of  the  United  States, 

Washington*. 

Sir:  Please  pay  to  the  order  of  the — 

National  Bank  of  Washington $90,000* 

The  Riggs  National  Bank 90,000 

The  Federal  National  Bank 90, 000 

District  National  Bank 90, 000 

National  Metropolitan  Bank 90, 00O 

rommercial  National  Bank 90,000 

Columbia  National  Bank u 100,000 

Farmers'  &  Mechanics'  National  Bank 90,000 

Sm>nd  National  Bank 90,000 

National  Capital  Bank 90,000 

American  National   Bank 90,000. 

Respectfully, 

Jno.  Skelton  Williams, 

Assistant  Secretary. 

This  order  bears  the  following  Indorsement: 

I  hereby  certify  that  various  securities,  including  bonds,  commercial  paper, 
and  collateral  loans  having  a  face  value  of  $1,610,311.94  were  duly  received 
by  me  on  November  22,  1913,  checked  over,  and  deposited  in  the  Treasury 
vaults  as  security  for  the  Government's  deposits  of  cash  to  the  aggregate 
amount  of  $1,000,000  with  the  within-mentioned  11  national  banks. 

W.  S.  Elliott, 
Vault  Clerk,  Bond  Division. 

That  shows  the  disingenuousness  of  the  charge  made  by  Mr.  Hogan 
to  the  effect  that  there  had  been  no  assent  in  the  matter  of  protecting 
the  Government  or  getting  the  proper  form  of  receipt  before  deposit 
of  the  money. 

Mr.  Chairman  and  gentlemen,  Mr.  Hogan  also  gave  us  a  very  dis- 
torted and  incorrect  statement  of  the  incident  which  happened  early 
in  1913  when  an  employee  of  the  National  City  Bank  or  the  Biggs 
National  Bank,  or  both — whatever  it  was — was  found  to  be  occupy- 
ing a  desk  in  the  office  of  the  then  Comptroller  of  the  Currency,  for 
the  purpose  of  collating  and  compiling  certain  information  from 
hank  reports  which  were  being  received  five  times  a  year. 

The  Chairman.  Have  we  not  gone  into  that? 

Mr.  Williams.  I  have  not  had  the  opportunity  of  answering  the 
misstatements  made  by  Mr.  Hogan. 

The  Chairman.  Very  well. 

Mr.  Williams.  Mr.  Hogan  enlarges  at  considerable  length  upon 
his  claim  that  the  statement  of  the  Secretary  of  the  Treasury  to 
the  effect  that  this  clerk  had  been  expelled  from  the  Treasury  was 
incorrect.     As  a  matter  of  fact,  Secretary  McAdoo's  statement  in 
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that  respect  was  exactly  right.  His  statement  to  the  press  announc- 
ing that  she  had  been  expelled  was  the  expulsion  from  the  office  in 
the  Treasury  which  she  had  been  occupying  for  several  years,  for 
certain  periods  of  each  year. 

It  subsequently  developed  that  while  she  was  expelled,  or  left  the 
office  in  the  Treasury  which  she  had  been  occupying  she  had  some 
other  work  in  connection  with  the  Biggs  Bank  or  the  City  Bank 
which  involved  her  visiting  at  certain  hours  of  the  day  or  certain 
days  one  of  the  offices  in  the  oasement  of  the  Treasury  where  national- 
bank  notes  are  destroyed,  as  the  representative  of  certain  banks. 

The  Secretary  of  the  Treasury,  as  far  as  I  recall,  knew  that  she  had 
this  other  employment  in  the  basement  of  the  Treasury  for  certain 
hours  in  connection  with  watching  the  destruction  of  bank  notes, 
but  the  Secretary's  statement  that  she  had  been  expelled  from  the 
office  of  the  comptroller  was  absolutely  and  literally  correct. 

Here  is  a  statement  which  was  made  on  page  105  of  the  hearings 
of  February,  1914,  on  that  subject : 

Senator  Hot/us.  Now,  will  yon  please  tell  the  committee  about  the  incident 
about  Miss  Taylor,  and  what  you  did  about  that? 

Mr.  Williams.  Secretary  McAdoo  sent  to  my  office  an  anonymous  communi- 
cation received  by  him  charging  that  the  National  City  Bank  was  getting 
special  information  from  the  comptroller's  office.  I  thereupon  made  an  investi- 
gation of  the  mat  tor  and  found  that  the  stn  tenants  nvuli*  by  this  anonymous 
writer,  whom  I  did  not  know,  were  pretty  weU  founded,  and  the  result  was 
that  Secretary  McAdoo,  when  the  situation  was  placed  before  him 

Senator  Weeks  (interposing).  What  were  the  statements  in  the  letter? 

Mr.  Williams.  The  letter  written  by  the  anonymous  writer? 

Senator  Weeks.  Yes. 

Mr.  Williams.  We  never  found  out  who  wrote  the  letter.  It  was  a  letter 
criticizing  the  old  administration  in  various  ways.  That  particular  charge, 
I  think,  was  the  only  one  of  interest  in  this  connection.  Among  other  things, 
the  letter  charged  discriminations  on  the  part  of  bank  examiners,  and  things 
of  that  sort.  But  this  was  the  only  matter  of  any  interest.  Other  matters 
which  were  looked  into  did  not  seem  to  be  of  particular  moment. 

Upon  receipt  of  that  information  and  advice  the  Secretary  issued  a  public 
statement  to  the  press,  which  I  will  read,  if  the  members  of  the  committee 
<iesire  me  to  do  so. 

This  is  a  statement  prepared  by — well,  I  want  to  say  that  I  was  in  entire 
sympathy  with  it;  there  was  no  difference  of  opinion  whatsoever  between 
the  Secretary  and  myself  with  regard  to  the  action  which  was  taken  in  the 
matter.  Mr.  Alles  endeavored  to  show  you  that  the  Secretary  of  the  Treasury 
very  generously  announced  that  the  initiative  was  his;  but  had  I  been  in  the 
Secretary's  place,  I  should  have  done  precisely  what  the  Secretary  did. 

As  a  matter  of  fact,  the  Secretary  did  take  the  initiative;  he  prepared  the 
statement  and  gave  it  to  the  press.    This  is  the  statement  [reading] : 

"A  few  weeks  ago  suggestion  was  made  to  the  Secretary  that  certain  banks 
had  long  maintained  private  employees  in  the  Treasury  Department  for  the 
purpose  of  reporting  to  them,  on  the  transactions  and  business  of  the  Treasury. 

"As  a  result  of  an  investigation  which  was  promptly  begun  it  develops 
that  the  National  City  Bank,  of  New  York,  acting  through  Mr.  Ailes,  vice 
president  of  the  Riggs  National  Rank,  of  Washington,  has  employed  a  clerk 
outside  of  the  department,  who  has  been  given  a  desk  in  the  Office  of  the 
Comptroller  of  the  Currency,  and  who  has  for  the  past  8  or  10  years  made 
regular  reports  to  the  National  City  Bank  on  the  condition  of  each  national 
bank  in  the  country,  promptly  following  every  call  of  the  Comptroller  of  the 
Currency. 

"  This  is,  of  course,  irregular  and  improper,  and  immediately  upon  its  dis- 
covery it  was  stopped.  It  is  only  fair  to  say  that  the  banks  claim  that  the 
information  so  obtained  is  only  such  as  in  due  course  is  made  public  by  the 
individual  bar.ks  or  the  department.  But  the  method  employed  of  installing 
a  private  employee,  with  a  desk  in  the  Treasury  Department,  gives  the  bank 
so  favored  an  undue  advantage  In  the  way  of  advance  information  over  all 
other  banks  in  the  country.     At  the  same  time  it  tends  to  establish  intimate 
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relationships  of  the  employees  of  the  Government  and  to  the  acquirement  of 
information  of  a  confidential  nature  that  ought  not  to  be  given  to  individuals 
or  private  corporations,  and  which,  if  given  at  all,  should  be  published  to  the 
entire  country.  It  is  needless  to  point  out  that  if  any  large  number  of  banks 
should  claim  the  same  privilege,  the  Treasury  Department  would  be  overrun 
with  private  employees,  to  the  serious  injury  and  detriment  of  the  service. 

"Many  of  the  transactions  with  the  department  are  necessarily  of  a  confi- 
dential nature,  and  no  Government  employee  should,  upon  any  inducement  or 
cmMderation.  supply  information  to  any  private  interest  beyond  what  is  given 
out  officially  to  all. 

"  It  was  with  these  rumors  in  mind,  and  for  the  purpose  of  developing  the 
tacts,  that  the  Secretary  issued  the  order,  a  few  weeks  ago,  about  giving  in- 
formation by  the  heads  of  departments,  except  through  the  Secretary's  office. 
To  have  fully  explained  r.t  that  time  the  purpose  of  this  order  might  have  de- 
feated the  end  in  view,  ftcnie  of  the  newspapers  unhappily  denounced  this  as 
•pig  rule/  and  have  thereby  greatly  Impaired  the  usefulness  of  an  order 
which  was  designed  solely  for  the  public  good  and  to  prevent  the  Treasury  De- 
partment from  being  used  for  the  benefit  of  any  special  interest.  The  policy 
of  this  administration  is  'pitiless  publicity.'  The  Secretary  is  in  full  sympa- 
thy with  that  policy,  but,  in  executing  it,  he  is  animated  solely  by  a  desire  to  pre- 
vent the  improper  giving  out  of  information  concerning  the  business  of  the  de- 
partment, and  to  secure  the  publication  only  of  such  legitimate  and  authentic 
news  as  will  conserve  and  protect  the  public  interest." 
Senator  Weeks.  Do  you  think  that  was  improper? 

Mr.  Williams.  I  do  not.    I  think  this  publication  was  eminently  opportune. 
Senator  Weeks.  I  mean  did  you  think  the  tnking  out  of  a  transcript  of  those 
reports  was  improper? 

Mr.  Williams.  Unquestionably;  I  think  it  was  improper  to  have  an  employee 
»f  ?»n  outside  bank  installed  in  a  desk  in  the  comptroller's  office  having  access 
to  the  records  and  files:  if  the  person  were  scrupulously  honest,  as  we  have  no 
<^iiht  Miss  Taylor  was — we  do  not  question  that  at  all — there  would  be  limi- 
tations as  to  the  amount  of  injury  done;  but  an  unscrupulous  person  in  that 
position  would  have  been  able  to  get  Information  which  might  be  calculated  to 
be  injurious  to  the  welfare  of  the  administration  and  the  Government,  and 
improper. 

Senator  Weeks.  Well,  is  it  strictly  correct  to  say  Miss  Taylor  was  installed 
in  a  desk  in  the  comptroller's  office? 

Mr.  Williams.  Yes;  there  was  a  desk  in  the  comptroller's  office  which  she 
used  for  between  two  or  three  weeks — probably  17  or  18  days — upon 
each  call  of  the  Comptroller  of  the  Currency.  That  was  the  desk  which  Miss 
Taylor  used.  She  was  there  some  eight  years,  I  am  informed,  during  several  ad- 
ministrations. But  as  to  how  long  she  had  been  using  that  particular  desk  I 
do  not  know ;  I  think  probably  a  year.  That  desk  was  used  by  Miss  Taylor 
whenever  she  came  to  transcribe  this  information,  and  she  was  in  a  position 
where,  if  she  had  been  an  unscrupulous  person  or  spy,  or  anything  of  that  sort, 
irrent  damage  might  have  resulted. 

Senator  Weeks.  Is  it  not  a  mistake  to  say  that  she  took  information  before 
others  could  obtain  it? 

Mr.  Williams.  No,  sir:  it  developed  also  that  she  had  been  supplying  the 
same  information  to  the  Merchants  National  Bank  of  Richmond,  Va. — to  the 
vine  hank  to  which  Mr.  Ailes  referred.  I  think  the  Riggs  National  Bank,  the 
National  City  Bank,  and  the  Merchants  National  Bank  were  the  only  three 
banks,  so  far  as  I  know,  that  got  that  information. 
Senator  Weeks.  Is  there  anything  improper  in  the  information  they  got? 
Mr.  Williams.  As  the  Secretary  has  explained,  it  gave  that  particular  bank 
an  advantage  over  all  other  banks  in  getting  information  many  months  ahead 
of  them. 

If  that  does  not  sufficiently  explain,  Mr.  Chairman,  I  can  go  more 
irfo  details;  but  if  that  is  satisfactory  to  you,  I  will  only  quote  that 
much. 

The  Chairman.  It  does  not  seem  to  me  as  though  any  of  it  is  very 
important,  Mr.  Williams. 

Mr.  Williams.  I  do  not  think  so,  either.  Mr.  Chairman ;  but  it  has 
Wn  made  the  basis  of  charges  and  criticisms  by  one  of  the  wit- 
nesses before  the  committee  and  I  thought  I  ought  to  reply  to  it. 
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The  Chairman.  I  do  not  understand  the  facts  as  stated  at  that 
time  have  ever  been  disputed. 

Mr.  Williams.  After  getting  all  the  facts  before  the  committee, 
the  committee  acted  on  my  confirmation. 

The  Chairman.  Miss  Taylor  was  exonerated  of  any  improper  use 
of  this  information,  except  that  she  furnished  to  these  banks  informa- 
tion  which 

Mr.  Williams.  Advance  information. 

The  Chairman  (continuing).  Which  would  appear  in  the  reports 
of  the  banks? 

Mr.  Williams.  Not  all  of  it ;  only  once  a  year  were  they  published 
by  other  banks. 

Mr.  Chairman,  I  hesitate  to  tax  your  time  and  energies  any  more 
to-day.    It  is  very  hot  weather,  and  if  you  say  so 

The  Chairman.  The  time  of  the  committee  is  at  your  disposal  if 
you  wish  to  occupy  it  until  5  o'clock. 

Mr.  Williams.  I  have  a  very  crowded  desk  this  afternoon.  There 
are  8,000  other  banks  that  I  have  to  give  attention  to. 

The  Chairman.  There  is  no  disposition  on  the  part  of  the  com- 
mittee to  force  you  to  proceed  any  longer  to-day. 

Mr.  Williams.  Were  it  not  for  the  public  interest  I  would  be  very 
glad  to  consume  the  next  three-quarters  of  an  hour,  and  I  hope  that 
by  adjourning  now  I  will  not  lose  the  time  which  I  should  other- 
wise have. 

The  Chairman.  To-morrow  morning  we  have  an  executive  ses- 
sion, but  I  hope  we  will  be  able  to  proceed  with  this  hearing  in  the 
afternoon. 

Mr.  Williams.  Before  we  adjourn  I  will  ask  that  there.be  in- 
serted in  the  hearings  the  letter  which  I  spoke  of  a  few  moments  ap> 
and  which  I  will  read  here,  addressed  to  yourself: 

Chatham  &  Phenix  National  Bank  of  the  City  of  New  York. 

New  York.  July  22.  1919. 
Hon.  Okorce  P.  McLean. 

Chairman  Banking  and  Currency  Committee. 

United  States  Senate. 

Pear  Sir:  My  attention  1ms  been  directed  to  the  fact  that  at  the  hearings 
before  the  Banking  and  Currency  Committee  of  the  Senate  on  the  confirmation 
of  the  nomination  of  John  Skelton  Williams  as  Comptroller  of  the  Currency, 
the  following  statement  has  been  made: 

"  Mr.  Poole,  as  president  of  the  Federal  National  Bank,  shortly  after  his  talk 
with  Mr.  Williams,  was  informed  by  the  officials  of  the  Phoenix  National  Bank 
of  New  York,  that  if  the  Federal  Bank  would  carry  $1(K>,(HK)  of  deposits  for  its 
own  account  with  the  Phoenix  National  Bunk,  the  officers  of  the  Phoenix  Na- 
tional Bank  felt  quite  confident  they  could  assure  the  Federal  a  deposit  of 
$.">00,000  of  the  Emergency  Fleet  Corporation's  funds." 

Regarding  this  matter  I  beg  leave  to  say  that  the  statement  referred  to  is  a 
gross  misrepresentation,  and  in  order  that  there  may  not  be  the  slightest  doubt 
on  this  subject,  I  have  investigated  the  matter  personally  by  questioning  each 
officer  of  the  Chatham  and  Phoenix  National  Banks  as  to  his  knowledge  of  any 
such  alleged  proposition  and  am  absolutely  assured  by  each  such  officer  that  he 
has  never  made  any  such  suggestion  to  Mr.  Poole  or  to  anyone  else,  nor  has  he 
any  knowledge  of  any  such  proposition  ever  having  been  made.  In  viewjof  these 
facts  you  will  readily  see  that  the  statement  referred  to  is  absolutely  false. 
Very  truly,  yours, 

L.  G.  Kaufman,  President. 

(Whereupon,  at  4.20  o'clock  p.  in.,  the  committee  adjourned  subject 
to  call  of  the  chairman.) 
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FRIDAY,  JTTLY  25,  1919. 

TTnited  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  D.  C. 

The  committee  met  pursuant  to  call  of  the  chairman  at  2  o'clock 
p.  m.  in  the  committee  room,  Senate  Office  Building,  Senator  George 
P.  McLean  presiding. 

Present:  Senator  McLean  (chairman). 

Present  also:  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Currency;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency; Mr.  John  S.  Wendt,  Mr.  John  S.  Strawn,  and  others. 

The  Chairman.  Mr.  Wendt,  I  understand  you  desire  to  make 
some  statement  in  regard  to  Mr.  Jones.  I  suggest  that  as  we  have 
gone  into  this  pretty  thoroughly  you  limit  your  testimony  to  state- 
ments or  points  you  wish  to  controvert,  and  avoid  as  far  as  possible 
matter  that  is  not  very  important. 

STATEMENT  OF  MB.  JOHN  S.  WENDT,  OF  TTNIONTOWN,  FA. — 

Resumed. 

Mr.  Wendt.  Mr.  Chairman,  I  feel  after  looking  over  the  testi- 
mony of  Mr.  Jones,  given  on  the  24th  instant,  that  it  is  quite  neces- 
sary in  justice  to  the  comptroller,  and  perhaps  in  a  certain  extent 
to  myself,  that  I  should  make  a  further  statement.  • 

There  are  many  misstatements  of  fact  in  Mr.  Jones's  testimony, 
insinuations,  and  implications  suggested,  and  misstatements  of  law 
to  a  certain  extent,  so  that  it  will  be  necessary  for  me  to  some  ex- 
tent to  go  into  the  facts  with  respect  to  the  pledge  of  the  stocks  that 
were  in  the  comptroller's  hands  with  a  view  to  giving  the  commit- 
tee a  clear  understanding  of  the  situation  and  of  the  way  the  trust 
arose. 

When  the  bank  failed,  Mr.  Sherrill  Smith  was  appointed  receiver, 
and  sometime  afterwards  he  ascertained  that  certain  stocks  had 
been  placed  in  the  hands  of  McCombs,  Ryan  &  Gordon,  attorneys  of 
New  York,  for  the  purpose  of  securing  Thompson's  indebtedness  to 
that  bank,  and  for  other  purposes,  and  he  came  to  me  with  a  view 
to  getting  advice  as  to  what  should  be  done  for  the  protection  of 
the  interest  of  the  bank.  I  ascertained  all  the  facts  I  could  from 
him,  came  to  the  comptroller's  office,  and  examined  their  files,  with 
a  view  to  ascertaining  the  correspondence  that  had  taken  place  be- 
tween the  comptroller  and  McCombs,  Ryan  &  Gordon,  and  after- 
wards went  to  New  York  and  had  an  interview  with  Mr.  McCombs 

125028— 19— pt  7 5  551 


552  NOMINATION  OF   JOHN  SKELTON  WILLIAMS. 

and  his  partner,  Mr.  Ryan,  with  a  view  to  ascertaining  the  situa- 
tion and  the  facts  with  respect  to  the  trust  or  pledge. 

I  found  that  the  agreement  rested  in  parol  to  a  certain  extent, 
and  also  upon  certain  letters  that  had  passed  between  the  parties. 
The  agreement  was  what  in  law  would  be  termed  an  oral  agree- 
ment, although  it  was  deducible  from  what  passed  between  the 
parties  orally,  and  also  supplemented  by  certain  letters.  The  in- 
tention, I  found,  was  that  the  stocks  should  ultimately  be  put  into 
the  comptroller's  hands  for  the  purposes  agreed  upon. 

After  I  had  consulted  all  those  sources,  and  got  information  from 
all  parties  in  interest,  and  in  the  meantime  the  comptroller  had  con- 
sulted Mr.  Thompson,  I  found  that  there  was  substantially  no  dis- 
agreement as  to  the  terms  of  the  trust  or  pledge.  In  fact,  Mr.  Smith 
procured  from  Mr.  Thompson,  about  March  18,  1915,  a  letter  of  that 
date — and  I  have  that  letter  here  in  my  possession — wherein  Mr. 
Thompson,  in  answer  to  a  question  propounded  by  Mr.  Smith,  said : 

In  regard  to  the  certificates  for  10,000  acres  of  coal  land  which  I  left  with 
Mr.  Frederick  R.  Ryan,  of  New  York,  for  deposit  with  the  Comptroller  of  the 
Currency,  in  accordance  with  the  arrangements  made  with  said  comptroller 
:at  a  former  conference  between  him,  Mr.  Ryan,  and  myself,  would  state  that 
they  were  to  be  deposited,  first,  to  secure  the  payment  of  any  and  all  indebt- 
edness to  said  bank  on  which  I  was  In  any  way  liable  (which,  of  course,  would 
inure  to  the  benefit  of  depositors). 

Second.  To  secure  from  loas,  equally  and  ratably,  all  depositors  of  the  First 
National  Bank,  Uniontown,  Pa. 

Third.  As  a  protection  and  security  to  all  national  banks  that  may  have 
discounted  and  owned  any  note  or  notes  of  mine.  . 

Fourth.  Proper  agreement  covering  the  terins  of  this  collateral  deposit,  to  be 
furnished  to  me  on  delivery  of  same. 
Yours,  very  truly, 

J.  V.  Thompson. 

Having  got  that  information  and  this  letter  from  Mr.  Thompson, 
I  then  prepared  a  formal  or  written  agreement  setting  forth  the 
terms  or  the  trust,  and  submitted  it  to  McCombs,  Ryan  &  Gordon 
for  execution.  The  agreement  provided  also  for  the  transfer  of  the 
stocks  to  the  comptroller,  as  originally  intended.  McCombs,  Ryan  & 
Gordon  said  that  the  terms  set  forth  in  the  agreement  were  true  and 
•correct,  but  in  view  of  the  fact  that  Mr.  Thompson  was  not  then  sui 
generis,  but  receivers  had  been  appointed  for  his  estate  by  a  court  of 
Fayette  County,  Pa.,  that  they  could  not  advise  him  to  execute  the 
agreement ;  that  they  would  not  transfer  the  certificates  until  we  pro- 
cured not  only  Mr.  Thompson's  consent  but  the  consent  of  his  re- 
ceivers. 

The  receivers  were  then  consulted,  and  they  said,  after  investiga- 
tion: "  The  terms  set  forth  are  correct,  but  we  would  like  to  be  pro- 
tected by  an  order  of  court  authorizing  us  to  execute  such  an  agree- 
ment or  to  consent  to  such  a  transfer  on  those  terms." 

In  that  situation,  then,  I  advised  Mr.  Strawn  to  present  a  petition 
to  the  court  which  appointed  those  receivers  for  J.  V.  Thompson's 
estate,  setting  forth  the  terms  of  the  trust,  which  was  substantially 
agreed  to,  and  asking  the  court  to  make  an  order  authorizing  the 
receivers  to  consent  to  the  transfer  of  those  certificates  to  the  comp- 
troller upon  those  terms. 

Pursuant  to  that  advice,  a  petition  was  prepared  and  presented  to 
the  said  court  by  Mr.  Strawn,  who  was  the  receiver  of  the  First 
National  Bank  of  Uniontown,  which  you  will  find  in  the  record, 
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which  I  believe  has  all  been  offered  here  by  Mr.  Jones,  in  which  Mr. 
Strawn  set  forth  that  these  certificates  were  then  in  the  possession 
of  McCombs,  Ryan  &  Gordon,  and  had  been  placed  there  by  Mr. 
Thompson,  indorsed  by  him  in  blank,  for  the  purpose,  first,  of 
securing  payment  of  all  indebtedness  of  Thompson  to  the  First 
National  Bank  of  Uniontown,  Pa. ;  second,  of  securing  and  protect- 
ing all  depositors  of  said  First  National  Bank  of  Uniontown,  Pa., 
from  loss;  and,  third,  of  securing  payment  of  notes  of  Thompson 
held  by  other  national  banks,  setting  forth  that  the  indebtedness 
had  not  been  paid,  etc.?  and  praying  that  the  court  would  authorize 
the  transfer  of  the  certificates  to  the  comptroller  in  that  trust. 

That  petition  was  answered  in  writing  oy  the  receivers  of  Thomp- 
son, who  admitted  the  facts  set  forth  in  the  petition  to  be  true,  and 
joined  in  the  prayer  of  the  petition.  The  petition  was  also  answered 
in  writing  in  a  formal  way  by  J.  V.  Thompson,  who,  by  his  answer, 
signed  by  him,  admitted  that  he  had  read  the  petition,  and  found 
the  statements  therein  contained  to  be  true  and  correct,  and  joined 
in  the  prayer  of  the  petition. 

Thereupon  the  court,  upon  a  hearing,  made  a  decree  setting  forth 
the  terms  of  this  trust  as  I  have  stated  it,  as  it  was  set  forth  in  the 
petition  of  Strawn,  and  consented  to  by  Thompson  and  his  receivers, 
and  authorized  the  receivers  of  Thompson  to  consent  and  agree  to 
the  transfer  to  the  comptroller  of  those  certificates  on  the  terms  set 
forth  in  the  petition,  which  were  incorporated  in  the  decree,  and 
provided  further: 

That  the  said  stocks  shall  not  be  sold,  assigned,  v  transferred  converted,  or 
otherwise  disposed  of  by  said  comptroller  prior  to  March  1,  1916,  and  after  the 
expiration  of  said  period,  only  when  and  in  such  manner  as  may  be  agreed 
upon  by  said  Thompson,  or  his  legal  representatives  and  said  comptroller,  and 
in  default  of  such  agreement,  when  and  in  such  manner  as  may  be  determined 
by  a  court  of  competent  jurisdiction,  and  that  said  Thompson,  or  his  legal 
representatives,  shall  have  the  right  to  redeem  said  stocks  at  any  time  in  the 
interim,  on  the  payment  of  a  sum  not  exceeding  $750,000. 

There  was  no  dispute  as  to  the  terms  of  the  agreement,  and  they 
were  set  forth  in  the  decree  pursuant  to  the  written  admission  of 
all  the  parties  in  interest,  that  is,  those  who  were  consulted  at  that 
time,  the  receiver,  Thompson  and  his  receivers,  and  the  comptroller. 

The  Chairman.  Everybody  except  the  outside  stockholders? 

Mr.  Wendt.  Everybody  except  the  stockholders  of  the  bank.  Of 
course,  they  were  not  heard.  They  were  not  present  nor,  indeed,  of 
course,  did  they  have  notice  of  the  proceedings. 

But  to  this  day,  as  I  understand  it,  there  is  no  dispute  as  to  the 
terms  of  the  trust.  The  dispute  is,  really,  I  think,  as  to  the  meaning 
of  the  first  clause  in  the  trust  agreement,  that  is,  the  meaning  of  the 
phrase,  "all  indebtedness  of  said  Thompson  to  the  First  National 
Bank  of  Uniontown."  That  is  substantially  the  language,  you  will 
observe,  that  was  in  Mr.  Thompson's  letter. 

The  Chairman.  There  is  no  dispute  al>out  that. 

Mr.  Wendt.  Subsequently,  however,  a  dispute  arose  as  to  whether 
these  stocks  secured  indebtedness  owing  by  parties  to  the  First  Na- 
tional Bank  of  Uniontown  represented  by  notes  and  other  obliga- 
tions to  which  Mr.  Thompson  was  not  a  party. 

The  Chairman.  As  to  whether  they  were  to  his  direct  or  indirect 
creditors. 
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Mr.  Wendt.  In  other  words,  there  were  a  lot  of  obligations  there 
in  the  bank,  notes  and  other  obligations,  to  which  Mr.  Thompson 
was  not  party  as  maker,  indorser,  or  guarantor,  and  which  he  claimed 
were  secured*  by  this  stock,  and  this  phrase,  "  all  indebtedness,"  said 
Thompson,  covered  those  obligations,  because  they  had  really  been 
made  in  some  way  for  his  benefit.  That  dispute  arose  after  this 
thing  had  been  executed.  Mr.  Thompson  raised  the  question,  and  the 
question  was  raised  by  certain  stockholders  of  the  bank.  But  the 
committee  will  observe  that  this  letter  of  Mr.  Thompson,  in  which  he 
sets  forth,  at  the  time  that  we  were  ascertaining  what  the  terms  of 
the  trust  were,  is  substantially  the  phraseology  used  in  the  decree  of 
the  court,  and  that  having  been  assented  to  by  Thompson  and  his 
trustees,  and  they  at  that  time  having  the  power  to  fix  the  terms  of 
the  trust,  and  the  comptroller  and  the  receiver  being  the  other  par- 
ties to  it,  I  always  felt  there  was  no  uncertainty  about  the  terms  of 
the  trust.  The  uncertainty  that  existed  was  as  to  the  interpretation 
or  construction  of  the  agreement  itself. 

The  committee  will  observe  that  under  that  trust  ,the  comptroller 
was  trustee  for  the  receiver  of  the  bank,  who  represented  the  depos- 
itors, and  he  was  also  a  claimant  against  Thompson's  estate  to  re- 
cover the  indebtedness  of  Thompson  to  the  estate,  and  the  comptrol- 
ler was  also  trustee  for  other  national  banks.  I  always  advised  the 
comptroller  that  the  terms  of  the  trust  having  been  fixed  in  that 
way  by  Thompson's  consent,  the  consent  of  his  own  receivers,  by  the 
very  letter  he  had  written,  the  construction  or  interpretation  of  the 
terms  of  the  trust  was  a  matter  for  the  court,  that  the  court  would 
have  to  determine,  and  that  the  comptroller  should  not  express  any 
opinion  on  this  dispute  which  manifestly  existed  between  the  receiver 
of  the  bank  and  the  other  national  banks. 

The  Chairman.  Of  course,  the  stock  was  in  fact  delivered  some 
time  before  this  agreement  was  reduced  to  writing? 

Mr.  Wendt.  Exactly. 

The  Chairman.  And,  as  I  understand  it,  Mr.  Jones's  contention 
was  that  in  the  original  •  parol  agreement  it  was  understood  that 
these  stocks  were  to  be  held  for  the  depositors  for  the  direct  and  in- 
direct indebtedness  of  Mr.  Thompson? 

Mr.  Wendt.  That  is  the  contention. 

The  Chairman.  That  is  his  contention  ? 

Mr.  Wendt.  Yes. 

The  Chairman.  And  that  when  reduced  to  writing,  the  language 
used  was  susceptible  of  another  interpretation? 

Mr.  Wendt.  Yes. 

The  Chairman.  He  endeavored  to  get  Mr.  Williams  to  agree  to 
his  understanding  of  the  original  agreement,  and  Gov.  Buchanan 
practically  agreed  with  Mr.  Jones,  and  that  Mr.  Williams  declined 
at  the  interview  to  give  any  written  statement  of  what  the  original 
trust  was.  It  seems  to  me,  Mr.  Wendt,  that  it  is  not  necessary  for 
you  to  take  up  very  much  time.    There  is  the  question. 

Mr.  Wendt.  Further,  I  may  say  this,  that  in  view  of  this  dispute 
that  exists  between  the  other  national  banks  and  the  receiver,  or  par- 
ties whom  the  receiver  represents 

The  Chairman  (interrupting).  What  equity  the  stockholders,  or 
the  parties  he  represented,  may  ultimately  have  in  the  event  the 
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stock  is  disposed  of,  as  he  claims  the  original  deposit  was  for,  I  do 
not  know. 

Mr.  Wendt.  In  view  of  the  circumstances  it  seemed  to  me  that  for 
the  comptroller  to  make  a  statement  of  what  his  understanding  was 
before  the  question  came  up  properly  before  the  court  for  distribu- 
tion might  be  susceptible  to  misunderstanding,  and  there  was  no 
obligation,  it  seems  to  me,  upon  the  comptroller  to  make  any  ex  parte 
statement  at  that  time,  or  at  any  time,  as  to  what  the  agreement  was. 

The  Chairman.  That  was  made  clear  by  the  comptroller  and  by 
Gov.  Buchanan. 

Mr.  Wendt.  Lone  after  the  period  of  redemption  had  expired, 
the  other  national  banks  began  demanding  that  this  stock  be  con- 
verted, and  manifestly  the  comptroller  was  in  a  delicate  position  as 
trustee,  and  it  was  his  duty  to  see  that  all  parties  in  interest  were 
protected,  and  under  my  advice  the  bill  was  filed  in  the  District 
Court  of  the  United  States  for  the  western  district  of  Pennsylvania 
for  a  sale  of  the  stock,  and  for  the  court  to  distribute  the  proceeds. 

The  Chairman.  Whatever  he  did,  he  did  with  the  advice  of  his 
counsel? 

Mr;  Wendt.  Undoubtedly ;  and  I  assume  responsibility  for  it. 

The  Chairman.  That  being  so,  it  seems  to  me  it  is  not  worth  while 
for  you  to  take  very  much  of  our  time  in  regard  to  that  matter. 

Mr.  Wendt.  Very  good,  Mr.  Chairman.  The  court  stated  clearly, 
at  the  time  this  proceeding  was  heard,  that  they  had  not  reached  the 
point  where  they  would  determine  this  dispute  as  to  the  application 
of  the  proceeds,  and  that  that  could  only  be  properly  determined 
after  the  stock  had  been  sold  and  the  proceeds  brought  into  court; 
and  then  everybody  in  interest  would  get  a  notice  from  a  master, 
and  they  then  could  all  come  in  and  be  heard  with  respect  to  the 
claims,  and  the  comptroller  can  be  cited  there  as  a  witness,  his  testi- 
mony can  be  obtained,  and  there  is  not  anything  in  the  contention,  it 
seems  to  me,  that  the  comptroller  has  violated  his  duty  or  shown  any 
bad  judgment,  even,  in  the  circumstances. 

The  Chairman.  Whatever  he  did,  he  did  it  by  the  advice  of  his 
counsel  ? 

Mr.  Wendt.  There  was  nothing  done  in  the  proceeding  except  un- 
der my  advice. 

The  Chairman.  The  responsibility  shifted  to  you,  under  the  cir- 
cumstances? 

Mr.  Wendt.  I  think  so.  The  comptroller  in  that  proceeding  has 
done  nothing  which  would  indicate  to  me  any  bias  in  any  way,  or.  I 
may  say,  any  bad  judgment.  I  certainly  have  not  been  controlled  uy 
him  in  any  way  to  do  anything  which  I  did  not  believe  was  proper 
for  a  trustee  to  do  under  those  circumstances,  whatever  his  relations 
may  have  been  to  the  First  National  Bank  of  Uniontown. 

The  relation  that  the  sale  of  this  stock  had  to  the  sale  of  the  bank 
building  was,  I  think,  pretty  fully  explained  by  me  in  the  former 
statement. 

The  Chairman.  Yes. 

Mr.  Wendt.  Mr.  Jones  has  reiterated  here  the  statement  that  by 
selling  the  bank  building  before  the  stock  was  sold  an  injury  was 
done  to  the  stockholders,  which,  I  think,  upon  examination  will  be 
found  to  be  absolutely  without  any  foundation  at  all,  because  the 
bank  building  was  the  primary  asset  for  the  payment  of  the  depos- 
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and  some  others  were  there.  There  was  an  argument,  a  full  state- 
ment of  the  facts,  and  the  court  considered  it  fully  and  decided  that 
he  would  not  postpone  the  sale,  that  he  had  confidence  in  the  re- 
ceiver's judgment.  And  there  was  not  a  complaint  made.  Ample 
opportunity  was  given,  notice  was  given  of  a  later  date  when  it 
would  be  confirmed,  and  ample  opportunity  for  exceptions  was 
given,  but  no  complaint  was  made  by  Mr.  Jones  or  his  clients,  or 
anybody  else.  And  the  complaint  that  any  wrong  was  done  by  the 
comptroller  in  the  sale  of  that  building  seems  to  me  ridiculous  and 
absurd.  The  comptroller  is  bound,  of  course,  to  a  certain  extent  to 
rely  upon  the  judgment  of  the  receiver,  and  there  was  no  subject 
that  received  any  greater  consideration,  in  my  judgment,  by  this  re- 
ceiver, nor  could  any  greater  consideration  have  been  given  to  the 
matter  than  was  .given  by  this  receiver,  who  exercised,  I  thought, 
great  care  with  a  view  to  protecting  the  interests  of  the  stockholders 
of  this  bank. 

Complaint  has  been  made  by  Mr.  Jones  of  the  comptroller's  action 
in  procuring  this  stock  to  be  transferred  to  himself  and  in  voting 
at  a  directors'  meeting.  Stock,  you  will  recall,  was  in  two  cor- 
porations, one  the  Liberty  Coal  Co.,  the  other  the  Wetzel  Coal  & 
Coke  Co.  In  neither  company  had  the  comptroller  a  majority  of 
stock.  We  found  in  December,  1917,  that  the  taxes  were  not  being 
paid  on  this  coal  and  were  accumulating  rapidly,  and  that  in  one 
case  the  sheriff  or  tax  collector  down  there  in  West  Virginia  hail 
advertised  the  property  for  sale.  It  was  not  being  protected  by 
the  corporation,  which  was  refclly  dominated  by  Mr.  Thompson  at 
that  time. 

We  further  found  that  Mr.  Thompson,  in  whose  name  the  stock 
then  stood  on  the  books  of  the  corporation,  had  procured  a  meeting 
of  the  stockholders  of  the  Liberty  Coal  Co.  to  be  held  on  the  1st 
of  December,  1917,  and  then  induced  the  stockholders  who  were 
present,  no  notice  being  given  to  the  receiver  of  the  bank  or  to  the 
comptroller,  to  authorize  the  granting  of  an  option  upon  all  the 
property  of  that  company,  to  another  company  supposed  to  be  repre- 
senting parties  negotiating  for  the  purchase  of  Thompson's  prop- 
erty, for  a  period  of  three  years,  with  the  privilege  of  further  ex- 
tension of  two  years,  or  five  years  in  all,  unless  at  a  specified  time 
prior  to  the  expiration  of  the  three  years  the  owners  should  give 
notice  of  revocation. 

It  seemed  clear  to  me,  and  I  so  reported  to  the  comptroller,  that 
this  option  was  given  to  this  syndicate,  who  were  then  negotiating 
for  the  purchase  of  the  property,  in  order  to  give  them  an  absolute 
control  of  that  coal  acreage  for  that  period.  They  were  under  no 
obligation  to  purchase,  except  at  the  end  of  the  three  years,  and  then 
they  had  merely  the  option  to  purchase,  and  the  option  was  stated 
to  be  irrevocable,  and  the  holders  of  the  option  did  not  assume  to  pav 
any  obligations  or  the  taxes  on  the  coal,  and  it  seemed  to  me,  and  \ 
reported  it  to  the  comptroller,  that  in  my  judgment  that  option  was 
highly  prejudicial  to  the  value  of  the  shares  of  stock  of  the  Liberty 
Coal  Co.  which  were  in  his  hands,  and  in  my  opinion  nobody  would 
buy  this  stock  with  the  knowledge  that  there;  was  an  outstanding 
option  for  the  sale  of  it  which  practically  deprived  the  company  of 
the  right  to  sell  for  a  period  of  five  years,  and  at  the  end  of  the 
period  the  option  might  not  be  exercised,  and  the  company  might 
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why  a  sale  should  not  be  promptly  made  at  any  time,  the  court  or  the 
comptroller;  perhaps,  could  control  it  and  do  Justice. 

We  went  back  d  second  time  to  New  York,  and  were  introduced 
to  certain  parties  who  were  connected  with  or  related  to  the  National 
City  Bank  of  New  York,  who  were  conducting  negotiations,  and  had 
about  entered  into  an  agreement  bv  which  they  procured  an  option 
only  to  buy,  indirectly,  Thompson^  assets — and  they  were  Thomp- 
son's assets  and  not  the  bank's — on  certain  terms.  On  this  occasion 
we  found  that  this  was  merely  an  option,  which  ran  for  90  days,  and 
these  parties  who  were  so  negotiating  said  they  did  not  know  whether 
or  rot  they  would  want  the  bank  sold  if  tliey  bought  Thompson's 
assets,  they  did  not  know  anything  about  it,  and  there  was  no  assur- 
ance, they  could  not  give  us  any  assurance,  that  if  they  purchased 
the  assets,  they  would  redeem  these  stocks  at  the  price  fixed.  In 
fact,  under  the  circumstances,  in  view  of  the  dispute  that  existed,  I 
perceived  no  way  that  the  comptroller  could  dispose  of  those  stocks 
except  under  the  protection  of  a  decree  of  the  court,  which  would 
protect  him  from  any  charge  of  negligence  or  bad  judgment,  or  any- 
thing of  that  sort- 
So,  after  the  receiver  and  I  had  ascertained  all  the  facts  from 
these  gentlemen  who  were  then  negotiating,  we  came  to  the  conclu- 
sion that  there  was  not  anything  tangible  which  would  warrant,  or 
at  least  require,  the  receiver  to  further  stay  his  hand  in  selling  that 
bank  building,  for  the  reason  that  the  receiver  had  no  other  asset 
then  which  he  could  dispose  of  with  a  view  to  further  liquidating 
the  debts  of  the  bank,  the  amount  of  which  then  remaining  un- 
liquidated was  over  $1,000,000,  and  as  that  was  the  primary  fund  for 
the  payment  of  them,  we  felt  that  there  was  not  any  good  reason  to 
further  stay  the  sale  of  the  bank  building. 

Then  the  sale  was  readvertised.  It  was  contended,  it  is  true,  that 
it  was  in  violation  of  an  agreement  Mr.  Strawn  and  I  had  made  in 
New  York  at  Mr.  Untermyer's  house.  That  is  absolutely  not  true. 
We  made  no  such  agreement.  We  left  after  we  had  gotten  this  in- 
formation. We  told  him  that  we  had  no  authority  to  bind  the  comp- 
troller, and  we  reported  fully  the  information  we  had  gotten  to  the 
comptroller,  and  I  believe  that  Mr.  Strawn  made  a  recommendation 
that,  in  his  judgment,  the  building  ought  to  be  sold,  for  the  reason 
that  it  was  then  an  opportune  time  to  sell  it,  and  he  thought  that  it 
would  not  occur  again,  and  as  there  was  nothing  tangible  in  these 
negotiations  which  would  warrant  anybody,  at  least  warrant  us,  in 
believing  that  the  necessity  for  the  sale  of  the  bank  building  obviated, 
we  felt  it  was  necessary  to  go  ahead.  The  interest  on  the  debts  of  the 
bank  was  accumulating,  and  the  interest  on  Thompson's  debts,  which 
were  secured  by  these  stocks,  was  accumulating. 

The  Chairman.  How  many  bids  were  there  on  the  building? 

Mr.  Wendt.  I  think  half  a  dozen.    Were  there  not,  Mr.  Strawn? 

Mr.  Strawn.  Yes. 

Mr.  Wendt.  Half  a  dozen  bids.  It  was  bid  up  from  some  four 
hundred  odd  thousand  to  $700,000,  my  recollection  is. 

The  day  before  this  postponed  sale,  the  trustees  of  Thompson  and 
Mr.  Jones  and  some  others  rushed  down  to  the  court  at  Pittsburgh 
and  asked  an  order  to  restrain  this  sale.  Then  there  wTas  a  full 
hearing  there  at  that  time.  I  was  in  at  that  hearing,  and  Mr. 
Higby,  Mr.  Strawn's  local  counsel,  Mr.  Jones,  I  believe,  Mr.  Weil, 
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matters,  and  whom  he  represents  I  do  not  know.  I  understand  that 
certain  parties  he  says  he  represents,  and  formerly  did — stock- 
holders— now  deny  that  he  represents  them. 

The  Chairman.  As  far  as  that  is  concerned,  that  is  hearsay 
with  you. 

Mr.  Wendt.  Yes,  that  is;  that  is  true.  But  when  you  come  to 
examine  his  testimony  as  to  the  parties  he  represents  you  will  see 
he  is  talking  of  the  time  when  he  presented  the  petition  to  intervene. 
He  mentions  the  stockholders  he  then  represented,  and  he  says  he 
has  never  been  discharged.  He  was  assuming  then  to  act  in  this 
matter  here  on  an  authority  given  to  him  to  intervene  in  the  stock- 
holders' suit.  And  that  is  the  effect  of  his  testimony.  He  does  not 
say,  as  I  understand  his  testimony — I  looked  at  it  this  morning— 
that  he  received  any  specific  authority  from  these  stockholders  to 
come  down  here.  There  may  be,  perhaps  one  or  two  of  them  that 
say  he  could  represent  them  here.  But  as  to  the  bulk  of  them  his 
authority  rests  upon  the  supposed  authority  granted  to  allow  him 
to  intervene  in  that  proceeding  but  not  upon  any  specific  authority 
to  appear  here. 

There  is  nothing  further,  I  think,  that  I  need  say  here,  excepting 
this,  that  if  you  care  to  examine  the  history  of  the  liquidation  of 
this  bank  I  think  you  will  find  that  the  liquidation  has  not  only 
been  skillfully  done,  but  that  in  every  respect  it  has  been  done  with 
due  regard  to  all  parties  in  interest,  and  that  there  has  been  no 
more  fortunate  liquidation  of  any  similar  trust  in  the  history  of 
national  banks. 

And  there  is  this  one  fact  which  ought  to  be  borne  in  mind,  that 
when  this  bank  failed  and  Mr.  Thompson  failed  simultaneously  the 
bank  was  as  insolvent  as  Mr.  Thompson.  Since  that  time  the  re- 
ceiver of  the  bank,  under  the  direction  of  the  comptroller,  has  paid 
all  of  the  depositors  of  the  bank  and  has  assets  in  his  hands  which 
will  ultimately,  if  properly  administered,  I  believe,  result  in  paying 
the  stockholders  perhaps  $500  a  share ;  maybe  more. 

On  the  other  hand,  Mr.  Thompson's  representatives,  his  trustees 
in  bankruptcy,  have  not  paid  a  dollar  to  any  unsecured  creditor  of 
Mr.  Thompson,  and  they  are  now  asking  the  court  to  confirm  the 
sale  in  bulk  of  his  assets,  which  it  is  estimated  will  pay  the  unsecured 
creditors,  the  most  optimistic  say,  40  per  cent;  but  my  guess  is  that 
if  the  unsecured  creditors  of  Mr.  Thompson  get  20  per  cent  they 
will  be  fortunate  if  that  sale  is  confirmed.  The  stockholders  of 
this  bank,  I  think,  are  lucky  and  fortunate  in  having  the  affairs 
administered  as  they  wTere. 

The  Chairman.  What  was  the  stock  worth  at  its  pitch? 

Mr.  Wendt.  I  do  not  know.  Mr.  Thompson  held  65  per  cent  of 
it.  The  receiver  may  be  able  to  answer  that  question.  It  was  not 
a  stock  dealt  in  commonly,  you  know.  It  was  practically  what  you 
call  a  close  corporation/ the  bulk  of  it  owned  by  Mr.  Thompson. 
He  dominated  it  absolutely  and  used  it  pretty  much  as  his  own  bank. 
The  cashier  owned  some  of  the  stock,  but  he  was  pretty  much  con- 
trolled by  Mr.  Thompson  by  reason  of  his  control  of  the  stock.  I 
can  not  answer  as  to  what  sales  were  made. 

The  Chairman.  That  is  all  right. 

Mr.  Wendt.  Mr.  Jones  has  filed  with  the  committee,  I  believe,  a 
copy  of  the  brief  filed  in  the  United  States  Circuit  Court  of  Appeals 
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in  the  case  for  the  foreclosure  sale  of  the  stocks  by  the  trustees  of 
J.  V.  Thompson,  bankrupt.  In  order  to  make  the  record  complete 
I  would  like  to  file  a  copy  of  our  brief. 

The  Chairman.  I  do  not  know  whether  we  shall  print  either  one 
of  them.  The  citations  he  gave  us  will  probably  be  included  in 
the  record. 

Mr.  Wendt.  He  read  from  the  brief  of  counsel  for  the  appellants. 

The  Chairman.  Unless  you  think  it  is  very  important,  we  would 
not  want  to  print  it.  You  realize  how  we  are  cumbering  up  the 
record. 

Mr.  Wendt.  I  would  not  have  suggested  it  for  a  moment  had  it 
not  appeared  that  he  offered  that  brief,  and  if  the  one  is  received 
it  seems  to  me  the  other  ought  to  be. 

The  Chairman.  I  do  not  think  either  one  of  them  will  be  printed. 

Mr.  Wendt.  I  would  not  print  them,  I  know,  if  I  were  the  com- 
mittee. 

ADDITIONAL  STATEMENT  OF  MR.  JOHN  S.  STRAWN,  OF  UNION- 
TOWN,  PA. 

Mr.  Strawn.  Mr.  Chairman,  supplementary  to  my  statement  of 
h<t  week,  I  wish  to  submit  some  affidavits  from  very  reputable  peo- 
ple in  Uniontown  in  support  of  the  sale  of  the  bank  building.  But 
tafore  doing  that  I  will  answer  the  question  you  asked  of  Mr. 
Wendt  as  to  the  value  of  the  stock. 

The  book  value  at  the  time  of  the  bank's  suspension  was  $1,100 
a  ^hare.  The  capital  was  $100,000,  and  the  nominal  surplus  was 
$1,000,000.  As  I  pointed  out  in  my  statement  of  last  week  in  con- 
nection with  the  necessity  for  the  sale  of  the  bank  building,  the 
capital  and  surplus  being  $1,100,000,  which  represented  the  entire 
margin  of  the  bank's  assets  over  and  above  its  debts,  and  as  $976,- 
000  was  tied  up  in  the  bank's  real  estate  that  left  a  margin  of  only 
$1'J4,000  in  losses  that  the  bank  sustained  before  it  became  neces- 
sary to  utilize  the  real  estate  to  pay  its  debts. 

Mr.  Jones  seems  to  have  the  fanciful  idea  that  these  stocks  pledged 
with  the  comptroller  increased  the  assets  of  the  bank  for  the  benefit 
of  the  stockholders:  that  this  was  a  sort  of  a  gift  from  Mr.  Thomp- 
son. That,  it  will  be  readilv  seen,  was  not  true.  The  stocks  were 
merely  put  up  as  collateral  security  which  in  no  manner  swell  or 
increase  the  assets,  but  merely  render  their  collection  more  sure 
and  certain.  After  taking  into  consideration  the  full  value  of  all 
this  collateral,  and  all  the  other  assets,  I  ascertained  that  the  losses 
were  greatly  in  excess  of  $124,000,  and  that  it  would  therefore  be 
necessary  to  revert  to  the  real  estate  to  pay  the  debts,  unless  the 
stockholders  themselves  furnished  the  funds  necessary  to  make  up 
the  losses,  which  thev  never  offered  to  do. 

Mr.  Wendt  has  explained  pretty  well  all  the  facts  and  circum- 
stances leading  up  to  the  sale.  There  is  just  one  thing,  my  refusal 
to  recommend  the  postponement.  At  that  time  they  wanted  a 
further  postponement.  I  knew  that  I  had  competitive  bidders  for 
the  property  at  that  time,  and  that  the  responsibility  was  on  me  to 
sell  the  property  at  the  maximum  price. 

The  Chairman.  I  understand  you.  You  stated  that  on  your 
direct  testimony,  and  you  have  no  occasion  to  change  it. 
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Mr.  Strawn.  No,  sir.  Consequently  I  refused  to  recommend  the 
postponement  of  the  sale. 

The  first  of  these  affidavits  I  desire  to  read  is  from  Mr.  Peter  E. 
Sheppard,  the  vice  president  and  treasurer  of  the  Fayette  Title  & 
Trust  Co.,  the  present  owners  of  the  bank  building.  That  is  to  say, 
the  trust  company  owns  it  through  the  medium  of  a  building  com- 
pany. The  trust  company  owns  all  the  stock  in  the  building  com- 
pany. 

Mr.  Jones  in  his  statement  to  the  committee  said  that  this  property 
had  been  appraised  at  $1,180,000.  He  also  stated  that  this  trust 
company  paid  Mr.  Feather  a  profit  of  $50,000  for  the  bargain. 
Mr.  Feather  wras  the  individual  who  bought  in  the  property  at  the 
sale.    Mr.  Sheppard  makes  this  affidavit : 

State  of  Pennsylvania, 

County  of  Fayette,  88: 

Before  me,  Charles  T.  Cramer,  a  notary  public  in  and  for  the  county  and 
State  aforesaid,  personally  appeared  P.  E.  Sheppard,  of  Unlontown,  Pa.,  who. 
being  duly  sworn,  says  that  he  is  vice  president  and  treasurer  of  the  Fayette 
Title  &  Trust  Co.,  of  Uniontown,  and  is  treasurer  of  the  Fayette  Title  &  Trust 
Building,  a  corporation  that  is  the  present  owner  of  the  bank  building  and  opera 
house  property,  formerly  owned  by  the  First  National  Bank  of  tTnionto\vn. 
The  Fayette  Title  &  Trust  Co.  is  the  owner  of  all  of  the  stock  of  the  Fayette 
Title  &  Trust  Building  Corporation.  That  the  Fayette  Tittle  &  Trust  Building 
Corporation  purchased  said  property  from  James  I.  Feather,  who  bought  it  for 
the  price  or  sum  of  $700,000  at  a  public  sale  thereof  made  by  John  H.  Strawn, 
receiver  of  said  First  National  Bank  of  Uniontown.  When  said  Feather  bought 
said  property  he  was  acting  in  his  own  behalf  and  not  as  the  representative  of 
said  Fayette  Title  &  Trust  Co.  The  price  paid  by  said  Fayette  Title  &  Trust 
Building  Corporation  to  Mr.  Feather  for  said  property  was  the  price  at  which 
Mr.  Feather  purchased  it.  viz,  $700,000,  plus  the  actual  expenses  incurred  by 
Mr.  Feather  in  making  the  purchase,  which  amounted  to  a  small  sum,  and  con- 
sisted chiefly  of  attorney's  fees  incurred  by  Mr.  Feather  in  the  examination  of 
the  title  and  of  the  legal  proceedings  incident  to  the  sale,  together  with  the 
revenue  stamps  for  the  deed,  with  a  few  other  expense  items  of  no  considerable 
amount. 

The  statement  made  by  A.  E.  Jones  before  the  Senate  Committee  on  Bank- 
ing and  Currency  that  we  paid  Mr.  Feather  a  profit  of  $50,000  is  not  true.  Mr. 
Jones's  statement  that  the  property  was  appraised  at  $1,820,000  by  an  engineer 
for  the  purchaser  is  untrue  so  far  as  it  relates  to  the  present  owner,  the 
Fayette  Title  &  Trust  Building  Corporation,  and  deponent  has  been  informed  by 
Mr.  Feather,  the  original  purchaser,  that  no  such  appraisement  was  ever  made 
for  him.  Mr.  Jones's  statement  as  to  the  increase  in  the  rents  is  erroneous, 
The  Fayette  Title  &  Trust  Building  Corporation  has  since  it  became  the 
owner  of  the  property  increased  the  rents  in  a  moderate  amount  to  meet  in- 
creased cost  of  operation  and  maintenance  of  the  property. 

Peter  E.  Sheppard. 

Subscribed  and  sworn  to  before  me  this  21st  day  of  July,  A.  D.  1919. 

Charles  T.  Cramer. 

Notary  Public. 
My  commission  expires  January  1,  1923. 

The  Chairman.  Are  your  other  affidavits  to  that  same  point? 

Mr.  Strawn.  No,  sir.  These  affidavits  are  as  to  the  fairness  of  the 
sale  and  the  adequacy  of  the  price.  I  do  not  wish  to  encumber  the 
record  with  a  lot  of  unnecessary  documents. 

The  Chairman.  No.  You  have  already  made  your  statement  in 
regard  to  that,  and  the  question  of  the  price  received  for  the  real 
estate  I  do  not  understand  was  touched  upon  by  Mr.  Jones  in  his  last 
statement. 
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Mr.  Strawn.  If  it  is  conceded  by  the  committee  that  the  price  was 
adequate 

The  Chairman.  Can  you  not  make  a  statement  that  will  practi- 
cally cover  those  affidavits,  and  avoid  printing  them  in  full? 

\tr.  Strawn.  Yes,  sir;  I  will  be  verv  glad  to  do  that. 

The  first  affidavit  is  from  Mr.  G.  S.  Harrah,  vice  president  and 
chief  managing  officer  of  the  Second  National  Bank  of  Uniontown, 
stating  that  the  price  of  $700,000  for  which  the  building  was  sold  is 
fullv  adequate,  and  was  a  good  price  for  the  property. 

Tlie  second  affidavit  is  from  Mr.  B.  B.  Howell,  Cashier  of  the  Na- 
tional Bank  of  Fayette  County,  of  Uniontown,  one  of  the  largest 
of  the  banks  there,  stating,  in  effect,  that  he  is  thoroughly  familiar 
with  the  value  of  this  property ;  that  at  the  sale  there  were  various 
competing  bidders,  and  that  the  price  of  $700,000  obtained  by  the 
receiver  at  the  sale  of  the  propertv  is,  in  his  opinion,  more  than  the 
property  is  worth. 

The  next  affidavit  is  from  Mr.  W.  A.  Stone,  now  president  of  the 
Union  Trust  Co.  of  Uniontown,  and  who  at  the  time  the  bank  build- 
ing was  sold  was  vice  president  of  the  Citizens'  Title  &  Trust  Co.  of 
Uniontown,  stating  that  the  Citizens'  Title  &  Trust  Co.  desired  to 
purchase  the  property,  and  bid  on  it  at  the  sale;  that  at  a  meeting 
of  the  board  of  directors  they  decided  that  $600,000  was  the  maxi- 
mum that  the  property  was  worth,  and  therefor  authorized  their 
president,  Mr.  Gaddis,  to  bid  only  to  that  amount,  which  he  did ;  that 
after  Mr.  Gaddis  ceased  bidding  for  the  trust  company  Mr.  Stone 
himself  continued  to  bid  in  competition  with  Mr.  Feather  until  the 
price  reached  $691,000,  which  was  the  final  bid  by  Mr.  Stone,  and 
then,  when  Mr.  Feather  bid  $700,000,  Mr.  Stone  ceased  to  bid  because 
he  regarded  that  sum  as  the  maximum  that  the  property  under  any 
circumstances  could  be  considered  as  worth. 

The  next  affidavit  is  from  Mr.  John  P.  Brennen,  president  of  the 
Thompson  Connellsville  Coke  Co.,  the  former  receiver  of  Mr.  Thom- 
son s  personal  property  and  estate,  a  man  of  very  high  standing,  who 
says  he  knows  all  about  this  property,  and  says  that  in  his  opinion 
the  price  obtained  at  the  sale  is  the  maximum  that  the  property 
could  be  considered  as  worth. 

I  have  also  an  affidavit  here  from  Hon.  W.  E.  Crow,  who  is  a  man 
of  very  high  standing  not  only  in  that  community,  but  in  the  State, 
an  attorney  by  profession,  a  member  of  the  State  Senate  of  Pennsyl- 
vania, and  chairman  of  the  Republican  State  committee  of  Pennsyl- 
vania. He  makes  affidavit  as  to  the  administration  of  the  affairs  of 
that  trust  in  general,  that  it  had  been  administered  with  efficiency 
and  integrity,  and  with  successful  results  to  the  creditors  and  the 
community.  He  says  he  is  thoroughly  familiar  with  the  sale  of  the 
bank  builcling  and  the  value  of  the  property,  and  that  the  price  of 
$700,000,  that  it  brought  at  the  sale,  represented  its  full  value. 

As  I  do  not  .desire  to  encumber  the  record  by  producing  other  affi- 
davits that  are  merely  cumulative,  I  offer  no  more,  feeling  that  these 
establish  that  point  beyond  all  dispute. 

The  Chairman.  You  might  leave  the  affidavits  with  the  com- 
mittee. 

Mr.  Strawn.  Yes,  sir.  I  will  be  very  glad  to  do  that.  I  do  not 
believe  that  I  care  to  raise  any  issue  with  Mr.  Jones  as  to  whom  he 
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represents,  but  it  is  known  he  disclaims  being  a  representative  of 
either  Mr.  Thompson 

The  Chairman  (interrupting).  If  what  you  are  about  to  say  is 
hearsay,  I  do  not  believe  I  would  go  into  it,  because  he  made  a  state- 
ment here  that  he  represented  such  and  such  parties  in  interest,  and 
I  think  if  that  is  disputed,  it  should  be  disputed  by  those  parties  in 
some  way  authorized  by  them. 

Mr.  Strawn.  The  recent  declarations  made  by  Mr.  Jones  in  rela- 
tion to  the  sale  of  his  collateral  that  is  in  the  comptroller's  hands  I 
think  have  been  fully  covered  by  Mr.  Wendt,  and  I  hardly  regard 
it  as  necessary  to  go  into  them,  and  do  not  desire  to. 

in  regard  to  my  affidavits  of  defense  that  I  filed  in  the  suits 
brought  by  these  foreigners  on  those  notes,  Mr.  Jones  quotes  from 
them.  I  merely  desire  to  say  that,  as  receiver  of  that  bank,  it  is  my 
duty  to  defend  sirits — I  have  no  alternative.  That  I  merely  make  the 
affidavit  stating  the  facts  on  information,  which,  of  course,  is  received 
from  the  officials  of  the  bank,  that  they  have  a  just  and  true  defense, 
which  puts  the  matter  in  issue.  It  does  not  commit  me  to  anything 
one  way  or  the  other. 

I  desire  to  call  the  attention  of  the  committee — in  connection  with 
Mr.  Jones's  declaration  that  the  closing  of  this  bank  and  Mr.  Thomp- 
son's troubles  were  due  to  the  comptroller — to  the  fact  that  Mr.  Jones 
himself  states  in  one  place,  I  think,  with  correctness,  the  reason  why 
that  bank  came  to  disaster.    He  says : 

Mr.  Thompson  overinvested  in  coal  lands,  had  his  friends  do  the  same,  and 
they  in  turn  borrowed  too  much  money  from  this  bank,  and  that  exhausted  its 
cash,  could  not  replenish  it,  and  the  bank  was  closed. 

That  states  the  situation  exactly.  When  it  closed  there  were  ap- 
proximately $1,000,000  of  notes  of  individuals  or  corporations  which 
had  to  go  into  the  hands  of  receivers,  or  into  bankruptcy,  or  in- 
solvency, or  something  of  that  sort. 

The  remainder  of  Mr.  Jones's  recent  statement  appears  to  relate 
to  matters  that  I  think  have  been  fully  covered  by  other  witnesses, 
and  I  will  not  go  into  them. 

I  desire  to  ask  whether  there  are  any  questions  you  desire  to  ask 
on  matters  which  are  not  clear  in  your  minds,  as  to  the  conduct  of 
this  receiver? 

The  Chairman.  I  think  your  position  has  been  made  very  clear. 
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Mr.  Williams.  Mr.  Chairman  and  gentlemen,  before  taking  up 
the  Riggs  Bank  case  as  set  forth  by  Mr.  Hogan  in  his  testimony  be- 
fore the  committee,  I  would  like  to  discuss,  or  call  your  attention  to, 
one  or  two  matters  somewhat  on  the  outside,  or  not  as  directlv  a 
part  of  the  Riggs  Bank  controversy  as  other  matters  about  which  he 
testified. 

On  page  151  of  the  present  hearings  Mr.  Hogan  said : 

But  I  have  not  shown  you  the  main  thing  even  yet. 

Evidently  he  attached  very  great  importance  to  the  matter  which 
he  then  brought  out.  As  he  has  attached  apparently  so  much  im- 
portance to  it,  I  ask  your  indulgence  while  I  proceed  to  give  you  the 
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facts  in  regard  to  it,  as  opposed  to  the  untrue  statements  which  have 
Wen  made  in  connection  with  it  by  Mr.  Hogan. 
He  savs : 

(me  of  the  thingn  that  Williams  has  prated  about  more  than  anything  else 
is  this,  that  It  is  a  slander  to  say  that  he  would  use  his  public  office,  or  that 
he  ever  did  use  his  public  office,  to  get  back  at  a  personal  enemy  or  at  anyone 
who  criticized  his  public  acts,  or  to  attain  the  end  of  personal  hostility  or 
malice.    That  has  been  his  card  all  the  way  through.    Now,  let  us  test  it. 

Mr.  Hogan  then  says: 

First  Ailes  aud  Flather,  two  officers  of  the  Riggs  Bank,  are  the  only  persons 
to  appear  before  the  Senate  committee  in  opposition  to  his  confirmation  when 
he  is  first  appointed,  and  the  Rlggs  Bank  suffered  for  it 

The  Biggs  Bank  did  not  suffer  because  Messrs.  Ailcs  and  Flather 
appeared  as  witnesses  against  my  confirmation  five  years  ago.  The 
action  which  it  became  my  duty  to  take  in  connection  with  investiga- 
tions of  the  practices,  methods,  and  business  of  the  Biggs  Bank  was 
entirely  aside  from  and  had  no  connection,  remotely  or  otherwise, 
with  anything  that  Messrs.  Ailes  and  Flather  said  or  did  in  connec- 
tion with  my  confirmation.  It  would  be  equally  true  and  equallv 
false  if  Mr.  Hogan  had  claimed  that  scores  of  other  banks  have  suf- 
fered through  injustices  at  the  comptroller's  hands,  or  because  of 
any  alleged  prejudice  by  the  comptroller,  because  scores  of  bank 
officers  have  been  sent  to  the  penitentiary  for  periods  varying  from 
3  to  13  years  in  the  past  four  years  because  of  their  crimes  and 
criminal  mismanagements  in  connection  with  banks.  I  think 
that  I  can  successfully  prove  that  the  activities  of  the  comptroller's 
office  in  insisting  upon  the  enforcement  of  law  and  upon  the  abroga- 
tion of  irregular,  unlawful,  and  dangerous  practices,  has  been  im- 
mensely beneficial  not  only  to  the  individual  banks  concerned,  but 
to  the  whole  national  banking  system.  For  the  past  four  years  the 
records  show  that  176  bank  presidents,  vice  presidents,  cashiers,  other 
employees,  and  others  have  been  sentenced,  as  I  stated,  to  various 
terms  of  imprisonment  for  violations  of  the  provisions  of  the  national 
bank  act.  But  I  have  not  heard  that  any  of  the  other  officers,  em- 
ployees, or  attorneys  of  those  banks  whose  guilty  officers  have  been 
punished  by  Federal  courts  have  claimed  that  in  their  prosecutions, 
or  in  reporting  them  to  the  Department  of  Justice,  I  was  guilty  of 
prejudice  or  unfairness  in  any  way. 

I  think  it  would  be  well  for  me  to  make  clear  at  this  point  exactly 
what  my  attitude  was  when  I  came  to  Washington  toward  the  Biggs 
Bank  and  its  officers. 

I  became  Assistant  Secretary  of  the  Treasury  in  March,  1913. 
Among  the  very  first  callers  at  my  office  was  Mr.  Glover,  of  the  Biggs 
Bank.  I  had  met  him  about  10  or  12  years  before  in  the  Adirondack 
Mountains  one  summer,  and  my  impressions  of  him  were  entirely 
pleasant.  Our  only  relations  were  social.  I  had  not  seen  very  much 
of  him  in  the  mountains,  but  had  made  his  acquaintance,  and  as 
soon  as  I  came  to  Washington,  as  I  say,  he  paid  a  social  call  upon 
me  to  felicitate  me  upon  my  nomination. 

The  Chairman.  As  Assistant  Secretary  of  the  Treasury? 

Mr.  Williams.  Yes,  sir.  Mr.  Glover  called  several  times  at  my 
office,  and  I  met  him  out  at  dinner  socially  in  Washington  on  a  num- 
ber of  occasions.  I  did  not  know,  nor  had  I  ever  heard  of,  either 
Vice  President  Flather  or  Cashier  Flather  of  the  bank.    I  would 
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not  have  known  them  if  I  had  seen  them  in  the  street.  But  I  recall 
that  Mr.  W.  J.  Flather  also  called  at  the  Treasury  during  the  spring, 
probably  on  some  official  matter,  and  I  met  him  in  the  course  of  busi- 
ness. There  were  no  prejudices  of  any  sort  as  to  any  of  the  officers 
of  the  bank. 

Mr.  Ailes  I  had  never  met.  He  also  called  at  the  Treasury  upou 
one  or  more  occasions  in  the  early  spring,  and  our  conferences,  what- 
ever they  were  about,  were  entirely  pleasant  and  agreeable. 

The  story  which  was  put  forward  by  Mr.  Ailes  to  the  effect  that 
I  was  prejudiced  against  him  because  he  became  a  director  in  some 
railway  company  after  I  had  retired  from  that  company  is  a  silly 
story  without  the  least  foundation.  He  never  took  my  place  upon 
the  directorate  of  the  railroad  to  which  he  referred,  or  any  other 
railroad  or  any  other  corporation,  as  far  as  I  know.  I  had  been  a 
director  and  a  member  of  the  executive  committee  of  that  particular 
road.  When  I  saw  proper  to  retire  from  it,  as  did  several  of  ray 
friends  at  the  same  time,  those  vacancies  were  filled  by  the  election 
of  other  directors  by  the  remaining  officers  of  the  company;  and 
Mr.  Ailes  was  one,  if  I  recall,  of  about  half  a  dozen  others  who 
were  chosen  at  that  time.  I  can  not  make  too  emphatic  my  denial 
of  the  fact  that  there  was  any  personal  feeling  or  ground  for  per- 
sonal feeling  in  relation  to  that  incident. 

In  my  testimony  yesterday  I  explained  the  circumstances  under 
which  an  employee  of  the  National  City  Bank  of  New  York,  or  of 
the  Riggs  National  Bank,  or  of  both,  was  expelled  from  the  Treas- 
ury or  ordered  to  cease  the  use  of .  the  desk  in  the  comptroller's 
office  which  this  employee  of  those  banks  had  been  occupying  for, 
as  I  understand  it,  some  six  or  eight  years.  The  announcement 
which  Secretary  McAdoo  made  at  that  time,  and  which  he  gave  to 
the  press,  was,  in  my  judgment,  the  cause  of  the  ill  feeling,  if  not 
the  antagonism  and  the  hostility,  which  soon  after  that  incident 
began  to  be  displayed  by  a  certain  officer  or  certain  officers  of  the 
Riggs  National  Bank  toward  the  Treasury.  Those  fires  of  hatred 
or  malice,  or  whatever  they  were,  appear  to  have  smouldered  for 
several  months  without  any  special  outbreak.  But  there  were  sev- 
eral incidents  which  indicated  that  the  Biggs  Bank  officials,  or  some 
of  them,  were  not  friendly,  if,  in  fact,  they  were  not  really  un- 
friendly, toward  the  Treasury  Department. 

Prior  to  the  beginning  of  the  Wilson  administration  the  officers, 
or  certain  of  them,  of  the  Riggs  Bank  had  been  exceedingly  familiar 
over  at  the  Treasury.  They  had  access,  apparently,  to  nearly  all  of 
the  offices  of  the.  department  at  any  hour  of  the  day ;  and  I  am  ad- 
vised that  some  of  them  were  seen  in  the  corridors  of  the  Treasurv 
Department  two  or  three  times  a  day.    They  were  coming  in  and 

foing  out  and  getting  information  of  this  kind  or  that.  I  do  not 
now  what  the  character  of  it  was.  Perhaps  the  information  they 
were  getting  may  have  been  perfectly  proper,  but  they  were  exceed- 
ingly familiar  and  at  home  in  the  Treasury. 

When  this  employee  of  the  National  City  Bank  or  of  the  Riggs 
Bank  was  expelled  from  the  Treasury  it  attracted  a  good  deal  of 
newspaper  attention,  and,  as  Mr.  Hogan  says,  if  I  recall  his  testi- 
mony, some  references  were  made  to  the  breaking  of  the  " pipe  line"' 
between  the  Treasury  and  the  Riggs  Bank,  or  tne  Treasury  and  the 
City  Bank,  or  whatever  it  was.  As  an  illustration  of  the  intimate 
relationship  which  seemed  to  exist,  I  will  call  attention  to  an  incident 
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which  Mr.  Hogan  himself  referred  to.  He  states  that  in  August, 
1914,  it  became  desirable  for  the  Biggs  Bank,  for  its  own  purposes 
or  for  the  purposes  of  its  correspondents  or  at  the  request  of  its  cor- 
respondents, to  obtain  information  from  the  Treasury  Department 
in  regard  to  the  amount  of  national  currency  stored  in  the  Treasury 
vaults,  and  he  states  that  "some  representative  from  his  bank  pro- 
cured that  information  and  forwarded  it  to  New  York.  He  gives 
an  unfair  and  distored  account  of  the  occurrence  and  endeavors  to 
make  it  as  picturesque  as  possible.  I  think  his  statement,  if  I  recall, 
was  that  I  was  in  New  York  at  that  time,  and  that  as  soon  as  I  heard 
they  had  gotten  that  report,  or  when  I  heard  they  had  gotten  that 
report,  I  returned  to  Washington  and  made  an  investigation. 

That  statement  of  his  was  thoroughly  disingenuous  and  mislead- 
ing. It  is  true  that  I  was  in  New  York  at  the  time  of  the  outbreak 
of  the  European  war,  arranging  for  the  distribution  of  emergency 
currency  with  the  banks  of  the  country.  They  issued,  as  you  know, 
through  the  comptroller's  office,  some  three  hundred  and  eight  mil- 
lions of  dollars  of  that  currency  in  those  panic  times. 

It  is  true  that  I  happened  to  hear  in  New  York,  I  think,  that  in- 
formation was  being  furnished  in  an  irregular  way  through  one  of 
the  offices  of  the  comptroller's  bureau.  Of  course,  it  had  nothing 
whatever  to  do  with  my  return  to  Washington.  I  did  return  to 
Washington,  but  certainly  not  in  connection  with  *:ny  such  reports 
upon  which  Mr.  Hogan  places  emphasis  in  his  effort  to  discolor  the 
incident. 

Subsequent  to  my  return  to  Washington  I  did  inquire  as  to  how 
information  should  .have  been  given  out  without  being  sent  through 
the  proper  channels,  and  then  I  learned  that  an  employee  or  some  one 
from  the  Biggs  Bank  had  gone  to  one  of  the  department's  divisions 
of  the  comptroller's  bureau  and  had  himself,  from  one  of  the  junior 
clerks  or  employees,  gotten  informatipn  and  statistics  and  fixed  them 
up  himself  and  had  gone  off  with  them  without  the  know^dge  of  the 
comptroller. 

I  merely  refer  to  that  because  Mr.  Hogan  has  given  a  misleading 
report  of  that  incident.  That  illustrates,  however,  the  intimacy 
which  even  then  was  existing  between  some  of  the  employees  of  the 
Riggs  Bank  and  the  comptroller's  office. 

It  was  evident  to  the  Treasury  that  the  Riggs  Bank  had  resented 
the  action  of  the  Treasury  in  placing  all  banks  of  the  country  upon 
the  same  basis  so  far  as  getting  information  or  securing  favors  of 
any  sort  from  the  Treasury  was  concerned.  It  had  been  their  un- 
interrupted privilege,  apparently,  for  so  many  years  past  that  they 
found  it  difficult  to  reconcile  themselves  to  the  new  conditions  under 
which  all  banks  were  treated  fairly  and  justly  and  without  prefer- 
ence or  priority. 

Senator  Page.  May  I  ask,  there,  whether  you  became  conscious 
of  any  wrong  intent  on  the  part  of  the  National  City  Bank  in  con- 
nection with  your  office  there,  the  comptroller's  office? 

Mr.  WnxiAMS.  I  do  not  exactly^  understand  your  question,  Senator. 

Senator  Page.  It  came  to  a  time  when  you  thought  it  was  not 
best  that 

Mr.  Whxiams.  If  I  may  interrupt  you,  Senator,  we  have  been 
speaking  just  before  you  came  in  of  the  incident  where  an  employee 
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of  the  National  City  Bank  and  the  Riggs  Bank  had  been  expelled 
from  her  desk  in  the  comptroller's  office. 

Senator  Page.  I  asked  if  you  had  discovered  in  the  case  of  the 
connection  of  that  employee  with  your  office  any  intent  on  the  part 
of  the  National  City  Bank  to  do  a  wrong,  or  was  it  an  unconscious 
thing  or  something  that  occurred  of  necessity  and  you  found  it  nec- 
essary to  discharge  the  employee? 

Mr.  Wiujams.  I  shall  be  very  happy,  if  it  is  your  pleasure,  Mr. 
Chairman  and  gentlemen,  to  go  over  tnat  incident  again ;  but  it  is 
fully  covered  in  the  record. 

Senator  Page.  Then  do  not  do  it.  I  thought  you  might  state  in  a 
brief  way  whether  you  discovered  there  was  an  intent  that  was  wrong 
there  to  secure  information  that  they  ought  not  to  have  had. 

Mr.  WnxiAMS.  Those  questions  were  asked  and  answered  very 
fully  in  the  testimony  which  was  in  the  evidence  yesterday,  but  I 
would  be  very  glad  to  go  over  it  again. 

Senator  Page.  No;  I  would  not  have  you  do  that 

Mr.  Williams.  Mr.  Hogan,  in  his  testimony,  also  referred  to  an 
incident  where  a  correspondent  bank  of  the  Riggs  Bank  was  advised 
that  it  was  the  policy  of  the  Treasury  to  treat  all  banks  with  equal 
promptness  and  expedition.  On  page  97  Mr.  Hogan  read  into  the 
record  a  telegram  which  was  as  follows : 

We  have  deposited  securities  with  local  currency  association  and  understand 
Aldrich-Vreeland  notes,  already  printed  for  this  bank,  have  been  forwarded  to 
*  Chicago. 

Please  advise  us  whether  our  notes  are  being  printed  and  when  they  will  be 
«*ompleted. 

We  desire  to  secure  additional  circulation  as  speedily  as  possible  to  limit  on 
commercial  paper,  which  is  $900,000. 

We  are  telegraphing  you  thinking  can  get  information  quicker  than  through 
department. 

That  telegram  appears  to  have  been  sent  to  the  Riggs  Bank  from 
a  bank  in  Minneapolis. 
Mr.  Hogan  then  goes  on  and  says : 

That  telegram  was  sent  over  to  the  comptroller's  office.  The  comptroller,  on 
August  11,  1914,  picked  that  out,  and  he  responded. 

Then  he  reads  this: 

In  regard  to  the  closing  paragraph  in  the  above  telegram  you  are  respect- 
fully requested  to  inform  the  bank  from  which  you  received  the  foregoing 
message  that  they  err  in  assuming,  as  they* do,  that  the  Riggs  National  Bank 
"  can  get  information  quicker  than  through  the  department " ;  that  the  Riggs 
National  Bank  enjoys  no  preference  or  undue  favors  from  this  department; 
and  that  you  are  informed  by  the  Comptroller  of  the  Currency  that  it  is  the 
aim  of  this  office  that  all  official  communications  and  requests  shall  be 
promptly  cared  for  in  the  order  of  their  receipt,  having  a  due  and  proper 
regard  for  those  which  may  for  any  good  reason  appear  to  be  urgent. 

Then  Mr.  Hogan  says,  "And  now  " — then  he  goes  on  reading : 

I  am  quite  aware  that  the  notion  has  been  prevalent  in  he  past  that  the 
Riggs  National  Bank  "can  get  information  quicker  than  through  the  depart- 
ment/* and  under  the  conditions  previously  existing  this  supposition  seems  to 
have  found  some  foundation,  but  the  banks  of  this  country  are  now  being 
dealt  with  by  this  office  justly,  impartially,  and  without  regard  to  certain 
influences  which  at  one  time,  under  another  administration,  were  so  freely 
exercised. 

Respectfully, 

Jno.  Skelton  Williams, 
Comptroller  of  the  Currency- 
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I  assume  that  those  telegrams,  or  those  letters,  are  correctly 
quoted.    I  have  not  referred  to  our  files  to  check  them  up. 

I  was  just  stating,  Senator  Page,  when  you  came  in  that  there 
seemed  to  be  some  unjustifiable  resentment  on  the  part  of  the  Riggs 
Bank  when  whatever  favors  it  had  been  claimed  they  were  enjoying 
were  cut  off  and  when  that  bank  was  placed  on  the  same  basis  with 
all  other  banks,  and  that  it  would  appear  that  those  feelings  smol- 
dered on  until  the  autumn  of  1914,  when  the  United  States  Trust 
Co.  incident  arose. 

Mr.  Hogan,  in  his  statement  before  your  committee,  although  he 
was  not  present  at  the  interview,  gave  a  very  incorrect  and  untrue 
report  of  the  interview  which  took  place  in  November,  1913,  be- 
tween Secretary  McAdoo,  Mr.  Glover,  Mr.  Ailes,  and  Mr.  Flather, 
and,  I  think,  Judge  Elliott  and  myself,  in  Secretary  McAdoo's  office, 
and  in  answer  to  his  misstatements  in  regard  to  an  occurrence 
where  he  was  not  present  I  ask  your  permission  to  read  into  the 
record  at  this  point  the  affidavits  of  Secretary  McAdoo  and  Mr. 
Elliott,  counsel  to  the  Federal  Reserve  Board,  who  were  present 
at  that  interview : 

When  I  came  to  Washington  in  March,  1913,  I  knew  only  two  officers  of  the 
National  City  Bank  of  New  York,  its  president,  Mr.  Vanderlip,  and  Mr. 
McRoberts.  one  of  its  vice  presidents,  with  each  of  whom  my  acquaintance  was 
casual,  although  my  relations  with  them  were  entirely  pleasant.  I  had  never 
had  or  attempted  to  have,  directly  or  indirectly,  a  business  transaction  of 
any  kind  with  the  National  City  Bank  or  of  any  officer  thereof,  although  state- 
ments and  insinuations  to  the  contrary  have  frequently  been  published  since 
I  became  Secretary  of  the  Treasury. 

If  I  may  be  permitted  to  say,  just  at  this  point,  also,  that  while 
I  have  referred  in  my  testimony  this  afternoon  to  my  knowledge  of 
the  officers  of  the  Riggs  National  Bank  before  coming  to  Washing- 
ton, I  will  add  that  my  relations  with  the  officers  of  the  National 
City  Bank  prior  to  that  time  had  been  entirely  pleasant  and  agree- 
able. I  knew  Mr.  Vanderlip  slightly.  We  had  been  on  the  same 
board  of  directors  together  and  never  had  any  differences  of  any 
sort.  I  will  also  add  that  throughout  the  Riggs  controversy  I  was 
not,  as  far  as  I  recall,  brought  in  touch  with  Mr.  Vanderlip,  although 
he  happened  to  be  one  of  the  directors  of  that  bank;  but  I  do  not 
recall  tnat  I  had  any  conferences  with  him  during  that  controversy. 
I  understand  that  he  rather  stood  apart  from  it  and  let  the  bank 
down  here  attend  to  its  owTn  'matters ;  and  my  relations  with  Mr. 
Vanderlip  have  continued  to  be  entirely  pleasant.  We  had  never 
had — I  want  to  emphasize  that  fact — had  never  had  any  business 
differences  or  controversies  at  any  time  that  I  recall,  either  about 
that  period  or  prior.  Our  relations  are  to-day  all  pleasant,  as  they 
are  with  the  several  other  officers  of  that  bank,  although  I  know 
none  of  them  intimately. 

(Continuing  reading:) 

On  December  3  and  4,  1913,  the  New  York  Tribune  published  the  articles  re- 
ferred to  in  the  bill  of  oomph*  In r,  but  it  is  not  true  that  the  said  Articles  con- 
tained a  recitation  of  facts.  They  contained  false  and  garbled  statements  and 
Inferences.  For  further  particularity  copies  of  them  are  hereto  attached, 
marked,  respectively.  Exhibits  A  and  B,  and  I  ask  that  they  be  considered  as 
embodied  in  this  affidavit  as  a  part  thereof. 

My  recollection  of  the  transaction,  and  particularly  of  the  interview  with 
the  plaintiff  s  officers  with  respect  to  said  articles,  Is  very  distinct.  It  differs 
materially  from  the  allegations  set  forth  in  the  bill  of  complaint.  The  facts 
are  as  follows: 


572  NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 

I  pause  here  for  a  moment  to  inquire  or  to  raise  the  question, 
why  should  I  have  been  prejudiced  against  Mr.  Ailes  because  he  was 
elected  director  of  a  railroad  and  when  five  or  six  other  gentlemen 
were  elected  about  the  same  time?  I  was  not  prejudiced  against  any 
of  them.  There  is  really  no  ground  for  it,  no  possible  ground  for  the 
suggestion. 

[Continuing  reading:] 

Mr.  Alles  then  became  more  offensive  toward  Mr.  Williams  and  began  to  say 
things  reflecting  upon  the  department,  and  I  interposed  and  said : 

"  Gentlemen,  there  must  be  no  controversy  of  this  character  here.  I  will  not 
permit  it." 

Mr.  Ailes  would  not  be  deterred,  however,  and  continued  in  an  offensive 
manner  to  address  Mr.  Williams,  when  I  said: 

"  Mr.  Ailes.  I  will  be  d d  if  I  will  permit  this  in  my  office,  and  if  you 

persist  in  it  I  shall  have  to  order  you  out." 

I  remained  sitting  when  I  said  this  and  at  no  time  advanced  in  a  menacing 
or  other  manner  toward  Mr.  Ailes.  I  then  arose  from  my  chair ;  everybody  else 
arose  at  the  same  time,  and  I  said  to  Mr.  Glover: 

"  Mr.  Glover,  I  am  glad  to  acquit  you  of  any  part  in  these  publications!.  I 
wish  you  would  stay  as  I  would  like  to  talk  to  you  a  little  further  about  this 
matter." 

Mr.  Glover  remained.  Mr.  Ailes  and  Mr.  Flather  left  the  room  from  the  ante- 
room wThere  my  private  secretary,  Mr.  Cooksey.  has  his  desk,  and  Mr.  Williams 
and  Mr.  Elliott  departed  by  the  side  door.  Mr.  Glover  and  I  continued  the 
conversation  in  an  entirely  friendly  nmnner.  T  explained  to  him  my  anxiety 
about  the  effect  of  these  publications,  and  said  that  I  felt  sure  that  if  he  could 
control  them  they  would  not  continue.  I  also  stated  to  him  that  he  could 
readily  understand  that  if  confidence  in  the  local  situation  was  again  disturbed 
it  would  be  a  serious  matter  for  all  the  banks  in  Washington.  Possibly  it  is 
from  this  statement  that  Mr.  Glover  gathered  the  impression  or  drew  the  infer- 
ence that  I  had  said : 

"  Mr.  Glover,  you  know  what  this  means  to  the  Riggs  Bank." 

The  Chairman.  Just  what  did  the  Secretary  say  there?  '. 
Mr.  Williams.  [Reading:] 

I  said  no  such  thing  and  nothing  in  substance  to  that  effect,  or  that  could  be 
construed  into  the  meaning  that  he  has  endeavored  to  give  to  my  language. 
Mr.  Glover  agreed  with  me  fully  about  the  matter,  and  reassured  me  that 
neither  he  nor  any  of  the  officers  of  the  IUggs  Bank  were  encouraging  the 
Tribune  to  continue  these  attacks. 

He  then  talked  about  the  work  he  had  done  in  upbuilding  Washington,  made 
some  allusion  to  his  altercation  with  Congressman  Sims,  and  then  left.  We 
parted  in  a  thoroughly  friendly  manner.  I  have  not  seen  Mr.  Glover  since.  He 
remained  with  me  about  15  minutes  after  Mr.  Ailes,  Mr.  Flather,  Mr.  Williams, 
and  Mr.  Elliott  had  gone. 

Immediately  after  his  departure  I  sent  for  Mr.  WiUiams  and  also  for  Mr. 
Oooksey,  told  them  the  subject  of  my  conversation  with  Mr.  Glover,  and  sulci 
that  I  thought  he  would  use  his  efforts  to  prevent  further  publications  in  the 
Tribune  that  would  cause  alarm  about  the  financial  situation  in  Washington. 

That  is  Secretary  McAdoo's  report  of  that  interview,  he  being 
present.    Mr.  Hogan  was  not  present. 

I  now  will  read  Mr.  Elliott's  affidavit  on  the  same  subject : 

affidavit  of  milton  c  elliott. 

District  of  Columbia,  «*; 

Milton  C.  Elliott,  being  sworn,  says :  I  am  at  present  counsel  for  the  Federal 
Reserve  Board  and  am  located  in  the  Treasury  Building,  In  Washington. 

In  December,  1913,  I  was  counsel  for  insolvent  banks  in  the  office  of  the 
Bureau  of  the  Comptroller  of  the  Currency,  and  had  my  offices  in  that  bureau 
ir  the  Treasury  Building. 

I  have  a  distinct  recollection  of  the  interview  in  the  office  of  the  Secretary 
of  the  Treasury  in  December,  1913,  following  the  publications  in  the  New  York 
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Tribune  In  its  issues  of  December  3  and  4,  with  respect  to  thd  Uni'ed  States 
Trust  Co.  and  the  Munsey  Trust  Co. 

On  the  morning  of  the  interview  in  question  I  went  to  the  office  of  the  Sec- 
retary of  the  Treasury  at  the  request  of  the  comptroller.  The  Secretary  in- 
formed me  that  he  had  reason  to  believe  that  one  or  more  of  the  officers  of  the 
Rlggs  National  Bank  was  or  were  responsible  for  those  articles  attacking  the 
administration,  and  the  comptroller  in  particular,  and  that  he  intended  inviting 
Mr.  Glover  to  come  to  his  office  for  the  purpose  of  interrogating  him  as  to  the 
origin  of  those  articles.  I  then  left  the  Secretary's  office  and  returned  later, 
when  sent  for.  Comptroller  Williams  and  I  went  in  together.  We  found  Mr. 
Glover  in  the  Secretary's  office.  The  Secretary  turned  to  Mr.  Glover  and  said 
in  substance: 

"Mr.  Glover,  I  am  direct  in  my  methods  and  believe  in  going  straight  to  the 
point  when  I  have  a  situation  to  deal  with.  I  have  reason  to  believe  that  you 
or  one  of  the  officers  of  the  Uiggs  National  Bank  are  responsible  for  the  articles 
that  have  appeared  in  the  Tribune  attacking  this  department." 

Mr.  Glover  denied  responsibility,  and  stated  in  effect  that  he  knew  nothing 
of  these  articles  until  they  appeared  in  the  paper;  that  if  other  officers  of  the 
bank  were  supposed  to  be  involved,  he  thought  it  only  proper  that  they  should 
be  sent  for  and  questioned. 

At  his  request  a  telephone  message  was  thereupon  sent,  asking  that  Mr.  Ailes 
and  Mr.  Flather  come  to  the  office.  Shortly  thereafter  these  gentlemen  np- 
[leared.  The  Secretary  then  repeated  to  them  what  he  had  said  to  Mr.  Glover. 
Both  Messrs.  Ailes  and  Klather  denied  respon  ibility  for  the  articles  in  ques- 
tion.   The  Secretary  then  turned  to  Mr.  Ailes  and  siiid  in  substance: 

"Mr.  Ailes,  I  will  be  still  more  si>eciflc.  My  information  is  that  you  were 
responsible  for  these  article  ." 

Mr.  Ailes  denied  that  he  was  responsible.  The  Secretary  then  asked,  in  sub- 
stance: 

"Did  you  see  the  articles  before  they  were  published?"  to  which  Mr.  Ailes 
replied  in  the  negative.    The  Secretary  then  asked  : 
"  Did  you  know  the  sub  tance  of  these  articles  before  they  were  published?  " 
Mr.  Ailes  then  said.  "  What  articles  do  you  mean?" 

The  Secretary  thereupon  handed  him  the  newspapers  containing  the  articles 
referred  to.     Mr.  Ailes  glanced  at  them,  and  said  in  substance  that  they  wero 
read  to  him  by  the  reporter,  or  that  he  had  been  over  them  with  the  reporter 
before  they  had  been  published. 
The  Secretary  then  said,  in  effect : 

"Did  you  vouch  for  or  authorize  their  publication?"  to  which   Mr.  Ailes 
replied : 
"  I  believe  the  facts  stated  in  tluve  articles  to  be  true?" 

Thereupon  the  Secretary  asked,  "  Did  you  state  to  the  reporter  that  you 
believed  them  to  be  true?  "  to  which  Mr.  Ailes,  with  some  hesitation,  replied  in 
the  affirmative. 

Mr.  Williams  then  said  to  him  that  the  articles  to  which  he  referred  were  a 
tissue  of  falsehoods.  The  Secretary  then  turned  to  Mr.  Glover  and  said,  in 
effe<«t : 

"Mr.  Glover,  I  am  very  glad  to  acquit  you  of  responsibility  in  this  matter. 

It  is  manifest  that  matters  of  this  kind  would  not  be  published  unless  they 

bad  the  authority  of  some  supposedly  responsible  source,  and  it  is  for  this 

rea  on  that  I  wanted  to  take  the  matter  up  with  you  directly." 

This,  in  effect,  closed  the  interview  in  so  far  as  it  related  to  the  publications 

in  que  tion. 

Mr.  Ailes  then  volunteered  certain  remarks  about  the  comptroller,  stating 
that  when  he  (Mr.  Williams)  had  been  made  Assistant  Secretary,  about  eight 
months  before,  he  was  delighted,  but  that  he  had  regretted  it  ever  since  his 
appointment  and  mentioned  some  outside  matters  which  were  not  involved  in 
the  articles  in  question,  but  apparently  in  Justification  of  his  antagonism  to  the 
comptroller. 

It  was  while  making  these  remarks  that  some  insinuations  were  made  by  Mr. 
Ailes  apparently  reflecting  both  on  the  comptroller  and  on  the  Secretary,  where- 
upon the  Secretary,  without  rising  from  his  seat,  turned  to  Mr.  Ailes,  and [in 
verv  emphatic  language  resented  these  Insinuations,  stating  that  if  he  (Mr. 
Ailes)  persisted  in  such  remarks  it  might  become  necessary  for  the  Secretary 
to  have  him  put  out  of  the  office.  ,  T 

Mr.  Flather  and  Mr.  Ailes  left  shortly  afterwards,  and  Mr.  Wrilliams  and  l 
followed,  leaving  Mr.  Glover  with  the  Secretary. 
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No  statement  or  remark  was  made  by  the  Secretary  in  my  presence  either  in 
substance  or  to  the  effect  a.^  stated  in  the  bill — 

*'  Mr.  Glover,  do  you  know  what  that  means  to  the  Kiggs  Bank?  "  nor  did  the 
Secretary  say  anything  that  could  be  construed  as  a  threat  of  reprisal  against 
the  Riggs  Bank  or  of  hostility  to  it. 

On  the  contrary,  the  explanations  of  Mr.  (Hover  and  Mr.  Flather  were  ac- 
cepted by  him,  and  the  only  evidence  of  resentment  during  the  interview  was 
when  Mr.  Ailes  made  the  aforesaid  insinuations,  that  were  in  no  way  connected 
with  the  articles  in  question,  but  retlected  the  personal  animosity  of  Mr.  Ailes. 

I  was  present  during  the  entire  time  that  Mr.  Ailes  and  Mr.  Flather  were 
in  the  office  of  the  Secretary,  and  Mr.  Glover  remained  with  the  Secretary  after 
the  rest  of  us  had  left. 

The  above  embodies  my  entire  recollection  of  the  occurrences  at  that  in- 
terview. » 

Milton  C.  Elliott. 

Subscribed  and  sworn  to  before  me  this  11th  day  of  May,  1915. 

Ralph  Baldwin  Pbatt, 
Notary  Public,  District  of  Columbia. 

The  Chairman.  When  were  those  affidavits  secured,  and  for  what 
purpose  ? 

Mr.  Williams.  In  the  Riggs  equity  suit. 

Mr.  Chairman  and  gentlemen 

The  Chairman.  Did  Mr.  Glover  testify  in  that  case  ?  It  did  not 
get  as  far  as  that,  did  it? 

Mr.  Williams.  He  had  filed  his  bill. 

The  Chairman.  His  affidavits? 

Mr.  Williams.  He  filed  a  bill. 

The  Chairman.  In  Mr.  Glover's  affidavits  did  he  state  what  Mr. 
Hogan  stated  before  this  committee? 

Mr.  Williams.  He  made  statements  to  that  effect. 

The  Chairman.  And  it  was  in  response  to  the  statement  that  Mr. 
Glover  made,  or  affidavits,  that  those  affidavits  were  produced? 

Mr.  Williams.  I  understand  so. 

The  Chairman.  Did  Mr.  Flather  also  make  an  affidavit? 

Mr.  Williams.  My  recollection  is  that  the  bill  filed  was  signed 
by  several  of  the  officers  of  the  Riggs  Bank. 

The  Chairman.  That  is  where  Mr.  Hogan  got  his  information, 
from  those  affidavits? 

Mr.  Williams.  I  assume  so;  I  do  not  know. 

The  Chairman.  They  conform,  as  I  understand  you,  substantially 
to  his  testimony  here. 

Mr.  Williams.  I  do  not  know  whether  he  was  testifving  about 
what  they  may  have  said  to  him  on  the  outside  or  whether  he 
copied  it  from  the  affidavit;  I  do  not  know.  But  that  remark  which 
1  have  referred  to  here  I  think  was  substantiallv  as  made  bv  the 
Riggs  bill. 

The  Chairman.  Mr.  Hogan  said: 

Then  Mr.  MeAdoo,  in  Mr.  Williams's  presence,  this  being  in  1913,  turned  to 
Mr.  Glover  and  said — all  this  being  a  matter  of  sworn  public  record — "You 
know,  Mr.  Glover,  what  this  means  to  Riggs  National  Bank." 

That  refers  to  what  Glover  testified  to  in  his  affidavit? 

Mr.  Williams.  I  can  not  undertake  to  say  where  Mr.  Hogan  got 
his  information ;  I  do  not  know. 

The  Chairman.  No;  but  that,  in  substance,  does  represent  what 
Mr.  Glover  testified  to  in  his  affidavit — do  you  know  that  ? 
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Mr.  Williama  As  far  as  I  recall  it,  it  is  in  line  with  that; 
it  is  in  line,  as  I  understand  it,  with  what  Mr.  Glover  had  said  so  far 
as  that  particular  statement  is  concerned. 

Those  two  affidavits  are  in  answer  to  the  report  that  Mr.  Hogan, 
who  was  not  present  at  the  interview,  undertook  to  lay  before  the 
committee. 

Now,  Mr.  Chairman  and  gentlemen,  Mr.  Hogan  in  the  course  of  his 
testimony  frequently  said  that  the  controversy  with  the  Riggs  Bank 
began  on  June  9,  1914 — over  and  over  again.  He  gives  that  as  the 
date  upon  which  the  controversy  arose.  If  we  assume  that  it  is  cor- 
rect and  that  the  controversy  did  date  from  that  point,  I  shall  ask 
the  privilege  of  showing  you  the  attitude  of  mind  of  the  Riggs  Na- 
tional Bank  officials  at  that  time,  by  reading  to  you  and  introducing 
into  the  record  a  copy  of  a  letter  addressed  to  me  under  date  of 
June  9, 1914,  the  very  day  which  Mr.  Hogan  sets  as  the  time  of  the 
commencement  of  the  controversy : 

National  Bank  Examiner, 

Treasury  Department, 
Office  of  Comptroller  of  the  Currency. 

June  .9,  1914. 

The  honorable  Comptroller  of  the  Currency. 

Washington,  77.  C. 

Sm:  An  examination  of  the  Riggs  National  Bunk,  Washington,  D.  C,  begun 
at  the  dose  of  business  May  18,  1914,  revealed  the  fact  that  a  large  part  of  the 
loans  held  by  this  bank  were  secured  by  listed  and  unlisted  stock  and  bonds 
and  by  the  further  fact  that  some  of  these  stocks  and  bonds  were,  according 
to  the  statements  of  the  bank  officers,  purchased  through  New  York  brokers, 
and  that  a  part  of  these  stocks  and  bonds  were  purchased  through  Mr.  W.  J. 
Flather,  vice  president  of  the  Riggs  National  Bank,  a  member  of  the  Washing- 
ton Stock  Exchange. 

I  have  prepared  a  schedule  of  loans  of  this  class  of  $5,000  and  over,  which 
is  filed  with  my  report  of  examination,  and  in  order  to  ascertain  just  what 
proportion  of  these  loans  was  carried  on  account  of  compensating  balances,  and 
in  order  to  verify,  if  possible,  the  amount  of  stocks  and  bonds  purchased  as 
claimed  through  New  York  brokers,  and  also  the  stocks  purchased  through  Vice 
President  Flather  on  the  Washington  Stock  Exchange,  I  asked  my  assistant, 
Mr.  E.  J.  Donahue,  to  take  the  copy  of  the  schedule  of  loans  of  $5,000  and 
over,  above  referred  to,  to  the  Riggs  National  Bank  and  note  the  average  ledger 
balances  in  pencil  opposite  the  Individual  names  on  this  schedule. 

Mr.  Donahue,  my  assistant,  called  at  the  Riggs  National  Bank  to-day  at  2.30 
o'clock  and  stated  to  Mr.  H.  H.  Flather,  the  cashier,  the  object  of  his  visit, 
and  that  he  called  as  my  assistant,  under  my  direction,  and  representing  me 
as  an  examiner. 

Mr.  Donahue  reports  to  me  the  following:  That  upon  his  request  made  to 
Mr.  H.  H.  Flather,  cashier,  that  he  be  allowed  to  examine  the  individual 
ledgers  of  the  bank  and  to  note  the  average  balances  maintained  by  the  makers 
of  the  collateral  notes  listed  in  this  schedule,  Mr.  H.  H.  Flather  informed  him 
that  the  bank  did  not  require  all  borrowers  on  secured  paper  to  maintain  bal- 
ances, and  for  this  reason  he  would  be  unable  to  find  accounts  in  the  individual 
ledgers  of  a  great  many  of  the  names  of  persons  to  whom  loans  had  been  made 
on  collateral. 

That  statement  confirmed  the  apprehensions  or  theory  which  the 
examiner  had  at  that  time  as  to  the  source  or  origin  of  a  great  many 
or  of  a  large  portion  of  the  loans  of  the  Riggs  Bank.  He  had  sus- 
pected that  these  loans  arose  from  speculative  stock  and  bond  trans- 
actions rather  than  through  the  ordinary  current  operations  of  a 
national  bank  as  generally  conducted.  I  will  discuss  that  further 
a  little  later  on,  however.    I  will  continue  reading  this  letter : 

At  this  time  Mr.  Milton  E.  Ailes,  vice  president  of  the  Riggs  National  Bank, 
joined  in  the  conversation,  and,  after  Mr.  H.  H.  Flather  had  stated  to  Mr.  Ailes 
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the  purpose  of  Mr.  Donahue's  visit,  Mr.  Ailes  inquired  of  my  assistant,  Mr. 
Donahue,  who  it  was  that  wanted  this  information,  and  was  informed  in  answer 
to  this  inquiry  that  Mr.  Trimble,  the  examiner,  wanted  the  information.  Mr. 
Ailes  then  asked  my  assistant  if  I  had  made  other  examinations  before  coining 
into  this  bank,  and  was  informed  that  other  examinations  of  banks  had  been 
made  by  me  before  coming  into  the  Riggs  National  Bank.  Mr.  Ailes  then  in- 
quired whether  or  not  it  was  the  custom  to  obtain  this  character  of  information 
from  other  banks. 

At  this  point  in  the  conversation  Mr.  H.  H.  Flather,  cashier,  said  to  Mr. 
Donahue  that  he  would  be  allowed  to  examine  the  ledgers,  but  would  not  I* 
permitted  to  make  any  notes  on  the  average  balances  on  the  schedule  to  take 
away  with  him. 

Mr.  Donahue  then  asked  Mr.  H.  H.  Flather,  cashier,  if  he  would  be  allowed 
to  go  tli  rough  the  ledgers  and  note  on  the  schedule  the  names  of  the  borrowers 
who  had  no  accounts  with  the  bank,  to  which  Mr.  H.  H.  Flather.  cashier,  im- 
plied that  he  would  not  be  allowed  to  make  any  notation  on  the  schedule  to  he 
taken  from  the  bank. 

Mind  you,  that  is  the  cashier  speaking  to  the  national  bank  ex- 
aminer.    [Continuing  reading:] 

Mr.  Wm.  J.  Flather,  vice  president,  Joined  the  group  at  this  time  and  said: 
"  We  make  loans  to  individuals  regardless  of  whether  or  not  they  keep  accounts, 
provided  they  give  satisfactory  security.  If  there  is  anything  the  matter 
with  our  loans,  go  ahead  and  criticize  them."  Mr.  Ailes  then  said,  "We  will 
have  the  comptroller  in  court  in  a  minute"  (in  this  way  showing  his  disap- 
proval). Mr.  W.  J.  Flather  (addressing  his  remarks  to  Mr.  Ailes)  said,  "This 
thing  has  gone  far  enough  and  it  might  just  as  well  come  to  a  head  now." 

Mr.  H.  H.  Flather,  cashier,  then  said,  "  The  comptroller  can  go  to  hell."  Mr. 
W.  ,T.  Flather.  vice  president,  said  to  tell  Mr.  Trimble  that  Mr.  Glover,  the 
president  of  the  bank,  would  be  at  the  bank  to-morrow  morning,  and  if  he 
wished  to  do  so,  he  could  see  him  at  that  time. 

It  is  my  purpose  to  call  upon  Mr.  Glover  to-morrow,  the  10th  instant,  and 
obtain,  if  possible,  the  information  desired. 
Respectfully, 

Jas.  Tbimble,  Examiner. 

Mr.  Chairman  and  gentlemen,  I  respectfully  ask  your  attention  to 
the  attitude  of  mind 

The  Chairman.  What  date  is  that? 

Mr.  Williams.  June  9, 1914,  the  date  on  which  Mr.  Hogan  says  the 
controversy  and  trouble  began. 

That  is  the  attitude  of  those  three  officers  of  that  national  bank  as 
displayed  to  the  national  bank  examiner 

The  Chairman.  Mr.  Glover  was  not  there. 

Mr.  Williams.  No,  sir;  he  was  to  be  seen  the  next  day.  The  com- 
ment of  the  vice  president,  Mr.  Ailes,  was,  "  We  will  have  the  comp- 
troller in  court  in  a  minute." 

The  Chairman.  In  regard  to  these  affidavits,  were  those  con- 
troverted by  Mr.  Ailes  and  Mr.  Flather  ? 

Mr.  Williams.  Never  that  I  have  heard,  Mr.  Chairman.  (Read- 
ing:) 

Mr.  H.  H.  Flather,  cashier,  then  said,  "  The  comptroller  can  go  to  hell." 

Now,  I  ask  you  to  make  note  of  the  attitude  of  mind  of  those  three 
gentlemen,  three  of  the  active  officers  of  the  bank  at  the  time  when 
the  controversy  is  alleged  to  have  arisen  or  started. 

The  Chairman.  Does  the  document  that  you  have  contain  affida- 
vits of  Mr.  Flather  and  Mr.  Ailes? 

Mr.  Williams.  I  have  no  affidavits  from  them  on  this  subject. 

The  Chairman.  Did  they  file  any  in  the  equity  proceedings? 

Mr.  Williams.  In  answer  to  this? 

The  Chairman.  Yes. 
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Mr.  Williams.  Not  that  I  know  of. 

The  Chairman.  They  did  file  affidavits? 

Mr.  Williams.  I  think  Mr.  Hogan  stated  that  the  court  generously 
permitted  them  to  file  affidavits,  although  it  was  contrary  to  the 
usual  rules  of  practice  to  allow  it  to  be  done  in  a  case  such  as  that ; 
but  as  to  exactly  what  those  affidavits  were  which  were  filed,  I  do  not 
recall.  I  remember  one  of  the  affidavits  which  was  filed  was  the 
affidavit  which  resulted  in  the  perjury  suit.  That  was  signed  by 
those  three  gentlemen — Mr.  Glover,  Mr.  W.  J.  Flather,  and  Mr. 
H.  H.  Flather. 

Mr.  Chairman  and  gentlemen,  these  papers  which  I  have  taken 
the  libertv  of  reading  to  you  are  in  response  to  the  charges  made 
by  Mr.  Hfogan  as  to  the  personal  hostility  or  malice  which  he  says 
existed  on  the  part  of  the  Treasury  officials  (p.  150  of  the  July 
hearings).  I  also  will  simply  call  your  attention  right  here  again 
to  the  opinion  of  the  court,  which  has  already  been  referred  to,  to 
the  effect  that  in  the  judgment  of  the  court,  if  there  was  any  malice 
anywhere  it  was  on  the  part  of  the  complainants,  the  officials  of  the 
Riggs  Bank,  and  not  on  the  part  of  the  Secretary  of  the  Treasury 
or  the  Comptroller  of  the  Currency,  and  in  his  interlocutory  decree 
he  discusses  that  aspect  of  the  case  to  some  extent. 

I  think  that  we  would  probably  be  safer  in  taking  the  opinion  of 
Mr.  Chief  Justice  McCoy  of  the  Supreme  Court  on  that  point  than 
the  opinion  of  Mr.  Hogan. 

On  page  150,  where  Mr.  Hogan  stated  that  he  was  going  now  to 
the  main  thing,  and  gives  as  the  first  of  the  two  main  things  the 
alleged  malice  toward  Messrs.  Ailes  and  Flather,  I  will  now  take 
up  the  second  of  what  he  seems  to  regard  as  one  of  the  two  main 
things. 

In  the  fourth  line  from  the  bottom  on  page  1£0  he  says : 

Second.  George  G.  Hill,  the  New  York  Tribune  correspondent,  and  for  some 
years  now  the  London  Times  correspondent — or  one  of  the  London  Times 
correspondents — wrote  the  articles  which  criticized  Williams's  public  conduct 
with  relation  to  the  Munsey-United  States  Trust  Co.  consolidation  in  this  city 
in  1913.  Every  time  he  issued  a  public  statement  you  will  find  in  it  an  attack 
on  Hill. 

That  statement,  Mr.  Chairman,  I  respectfully  submit  is  a  falsifica- 
tion, without  the  slightest  warrant  or  foundation. 

"Every  time  he" — that  is,  referring  to  the  Comptroller  of  the 
Currency — "issues  a  public  statement  you  will  find  in  it  an  attack 
on  Hill."  That  is  so  absurd,  so  ridiculous,  that  I  hardly  think  it  is 
worth  while  to  comment  upon  it. 

I  have  issued  hundreds,  if  not  thousands,  of  public  statements, 
and,  as  far  as  I  recall,  Mr.  Hill  has  never  been  mentioned  more  than 
once  or  twice  in  those  public  statements.  But  that  is  a  fair  sample 
of  the  accuracy  or  correctness  of  most  of  the  statements  made  to 
your  committee  by  Mr.  Hogan. 

He  also  goes  on  and  says : 

Every  time  Hill  has  written  an  article  reflecting  upon. the  condition  of  his 
public  office  he  has  pone  after  whoever  dared  publish  that  article.  Not  long 
a?o  his  secretary  telephoned  to  Hill,  because  Hill,  in  the  Boston  Transcript, 
had  written  an  article  about  the  comptroller's  public  conduct,  summoning  Hill 
before  the  bar  of  that  supreme  tribunal  to  answer.  As  I  say,  he  has  taken, 
advantage  of  this  proceeding  here. 
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The  facts  were  that  my  attention  was  called  to  a  statement  pub- 
lished in  the  Boston  Transcript  some  months  ago,  which  was  full 
of  falsifications  and  incorrect  statements  calculated  to  injure  me. 
I  made  inquiry  to  ascertain  the  author  of  the  article — it  was  not 
signed  by  Mr.  Hill — and  was  informed  that  Mr.  Hill  was  the  author 
of  it;  whereupon  my  secretary,  assuming  that  if  Mr.  Hill  were  a 
responsible  man,  a  responsible  journalist,  he  would  be  glad  to  have 
the  opportunity  of  correcting  a  manifestly  untrue  statement  made 
by  him  in  the  course  of  an  editorial  letter  to  a  responsible  paper- 
that  he  would  be  glad  to  correct  it  and  have  the  mistakes  pointed 
out  to  him — called  him  up  and  asked  if  he  would  come  over  to  the 
Treasury,  which,  however,  he  declined  to  do.  As  far  as  I  know  he 
has  never  to  this  day  attempted  to  repair  the  false  statements  which 
were  published  in  that  Transcript  article. 

Mr.  Hogan  says,  on  page  151  : 

The  Riggs  Bank  at  that  time,  or  its  officers,  had  been  directing  the  publicity, 
because,  as  you  Senators  will  recognize,  there  were  two  aspects  to  that  when 
we  were  forced  to  bring  this  man  to  the  bar  of  a  court  of  justice  to  assert 
our  rights.  One  was  the  public  aspect,  the  other  was  the  court  aspect.  If  the 
publicity  was  not  intelligently  handled,  a  run  would  have  occurred  on  that 
bank.  Mr.  Hill  was  a  man  who  had  experience  in  handling  things  of  that 
sort,  and  he  demit  ted  from  the  Senate  gallery.  Latterly  he  has  done  the  same 
thing,  because  he  is  now  doing  publicity  work  for  the  national  committee. 

Now,  the  publicity  work  which  Mr.  Hogan  informs  you  was  done 
for  and  at  tne  behest  of  the  Riggs  National  Bank's  officials  at  that 
time  I  think  was  also  equally  discreditable  to  its  author  because  of 
the  misleading  and  incorrect  statements  which  were  published  and 
put  out  to  the  press  of  the  country  at  that  time,  and  to  his  discredit 
rather  than  to  his  credit. 

He  next  naively  informs  the  committee  that  Mr.  Hill  is  now  doing 
publicity  work  for  the  national  committee.  If  he  had  not  informed 
the  committee  of  that,  I  should  have  suspected  it  from  the  char- 
acteristic editorials  which  reached  my  office  a  few  days  ago  from 
two  country  newspapers,  identical  in  language,  both  viciously  at- 
tacking the  Comptroller  of  the  Currency,  one  published,  I  think, 
in  New  Hampshire  and  the  other  in  Illinois — two  small  country 
newspapers,  evidently  the  result  of  propaganda ;  and  while  I  have 
taken  no  steps  as  yet  to  ascertain  the  origin,  it  is  evident  that  they 
came  from  a  common  source,  and  they  have  certain  earmarks  of  Mr. 
Hill  upon  their  face.  It  may  be  that  he  did  not  write  those,  but 
the  strong  suspicion  is  that  he  did. 

Mr.  Hogan  praises  Mr.  Hill  and  proceeds  to  read  into  the  record 
a  letter  from  Mr.  Root;  but  I  call  your  attention  to  the  fact  that 
Mr.  Hogan  omitted  to  read  into  the  record  a  letter  from  Mr.  Hill's 
former  employer,  the  New  York  Tribune,  who  were  familiar  with 
his  work  and  who  saw  fit  to  dispense  with  his  services.  A  letter 
from  the  Tribune  would  perhaps  have  been  more  significant  than 
a  letter  from  others  who  may  never  have  employed  him. 

The  Chairman.  Have  you  got  any  such  letter?  Do  you  know  any- 
thing about  any  such  letter? 

Mr.  Williams.  From  whom? 

The  Chairman.  The  Tribune,  dismissing  him. 

Mr.  Williams.  I  do  not. 
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The  Chairman.  Well,  do  you  mean  to  insinuate  that  they  dis- 
missed him 

Mr.  Williams.  I  mean  to  say  that  he  separated  from  them  soon 
after  this  incident. 

The  Chairman.  Oh,  well 

Mr.  Williams.  In  connection  with  the  products  of  Mr.  Hill,  the 
Tribune  articles,  I  ask  your  attention  to  page  25  of  the  hearings  in 
February,  1914,  where  the  Tribune  articles  which  are  written  by 
Mr.  Hill  have  been  discussed.    I  say  at  that  time : 

Now,  I  am  prepared  to  disprove  and,  I  think,  completely,  each  and  every  one 
of  the  statements  which  have  been  published  in  the  New  York  Tribune,  or  any 
other  newspaper,  which  reflects  in  the  slightest  degree  upon  Secretary  McAdoo. 
or  upon  any  other  officer  of  the  Treasury,  or  upon  anything  which  was  done  by 
the  Treasury  Department  In  connection  with  this  transaction  in  any  way. 

The  transaction  referred  to  was  the  United  States  Trust  Co.  trans- 
action which  had  been  so  savagely  attacked  by  the  New  York 
Tribune. 

(Continuing  reading:) 

The  Chaikman.  There  has  been  no  attack  before  the  committee  which  would 
reflect  ui>on  the  department  in  a  113*  way,  but  the  inquiry  naturally  arose  be- 
cause of  these  publications,  and  we  wanted  to  have  information  about  the 
matter. 

.Mr.  Williams.  Yes,  sir;  and  it  is  a  tissue  of  falsehoods  from  start  to  finish. 
There  was  no  point  which  they  made  which  can  be  substantiated ;  in  fact,  I 
hesitate  to  take  up  the  time  of  the  committee  in  discussing  it. 

The  Chairman.  Unless  the  committee  desires.  I  do  not  think  it  is  necessary 
to  go  into  that  matter. 

Mr.  Williams.  I  am  prepared  to  do  so  if  it  is  desired. 

The  Chairman.  The  only  point  in  it  was  that  it  was  suggested  that  there 
was  some  injustice  and  impropriety  upon  the  part  of  the  Treasury  Department 
as  administered  through  yourself. 

Mr.  Williams.  Yes. 

The  Chairman.  And  if  there  is  no  particular  point  the  committee  desires  to 
inquire  about,  I  do  not  see  any  necessity  for  going  on  with  it. 

Mr.  Williams.  Some  of  the  statements  made  are  so  absurd  that  they  carry 
their  own  refutation  upon  their  face.  For  instance,  one  of  the  statements  oi 
the  New  York  Tribune  was  that  the  action  of  the  department  in  facilitating  or 
imiking  possible  the  consolidation  or  the  acquisition  of  the  United  States  Trust 
Co.  by  the  Munsey  Trust  Co.  caused  a  serious  injury  to  the  small  deiKisitors 
of  the  United  States  Trust  Co.  That  was  one  of  the  false  statements  which 
they  made. 

Another  one  was  that  by  permitting  them  to  hold  their  doors  open  a  grave 
injury  was  done  to  those  depositors. 

As  I  say,  most  of  the  statements  are  manifestly  absurd  upon  their  face,  but, 
as  I  say,  if  there  is  any  question  upon  this,  or  any  other  matter  among  the  many 
false  statements  which  have  been  floating  around — and  which  are  not  specific, 
but  are  in  the  shape  of  insinuations  or  innuendo — which  the  committee  desire* 
to  ask  about,  I  shall  be  most  happy  to  have  the  privilege  of  answering  them. 

The  Chairman.  Is  there  any  other  question  by  any  member  of  the  committee? 

Senator  Weeks.  Mr.  Chairman,  I  very  much  doubt  whether  this  is  the  place 
or  the  time  for  investigating  this  particular  matter.  I  am  rather  inclined  to 
think  that  the  Treasury  Department  did  the  right  thing  in  coming  to  the  rescue 
of  this  situation.  That  is  my  personal  view.  I  do  not  recall  any  other  case 
where  the  Treasury  Department  similarly  acted,  but  there  were  ample  reasons 
why  It  did  so  in  this  case.  My  feeling  is  that  the  banking  capital  of  Washing- 
ton Is  excessive;  and  I  think  that  there  are  quite  likely  a  good  many  weak 
banks  in  Washington ;  and  It  is  possible  that  there  might  have  been  other  runs 
started  if  something  had  not  been  done.  We  are  really  not  investigating  that 
matter  and  this  is  no  place  for  It. 

Despite  the  fact  that  the  whole  record  shows  that  the  false  state- 
ments in  the  Tribune  articles  were  pointed  out  time  and  again, 
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attention  called  to  them  by  Secretary  McAdoo  and  by  me,  yet  Mr. 
Hogan  comes  before  you  and  says,  on  page  35  of  the  July  hearings: 

I  read  those  articles  at  the  time.  I  think  they  are  some  part  of  one  of  the 
documents  before  the  Senate  now.  I  heard  them  denounced  as  malicious  false- 
hoods, but  I  have  never  known  of  any  fact  in  them  to  be  pointed  out  as  false. 

Statements  which  have  been  denounced  time  and  again  and  pointed 
out  as  maliciously  false. 

I  call  your  attention,  Mr.  Chairman  and  gentlemen,  to  my  an- 
swers to  what  Mr.  Hogan,  on  page  150,  had  declared  to  be  inxeren- 
tially  the  main  things,  the  main  objects  of  his  attack — to  be  exact,  his 
language  is — 

But  I  have  not  shown  you  the  main  thing  even  yet.    One  of  the  things 

Then  he  goes  on,  and  then  comes  to  those  two  things.  Those  are 
what  he  appears  at  that  time  to  have  regarded  as  the  two  main  things 
which  were  the  objects  of  his  condemnation  and  reprobation  and  for 
which  in  neither  case  was  there  the  slightest  foundation. 

Mr.  Chairman,  I  understood  you  to  say,  sir,  that  we  would  go  on 
to-morrow  ? 

The  Chairman.  At  10  o'clock,  Mr.  Williams,  if  you  desire  to. 

Mr.  Williams.  All  right,  sir. 

The  Chairman.  Have  you  completed  all  that  you  care  to  put  in 
to-day  ? 

Mr.  Williams.  The  next  subject  that  I  will  take  up  I  would  rather 
follow  consecutively,  if  agreeable. 

The  Chairman.  Very  well.  We  will  adjourn  until  to-morrow 
morning  at  10  o'clock. 

(Whereupon,  at  4.30  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Saturday,  July  26, 1919,  at  10  o'clock  a.  m.) 
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SATUBDAY,  JULY  26,   1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington^  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m. 
in  the  committee  room,  Senate  Office  Building,  Senator  George  P. 
McLean,  presiding. 
Present:  Senators  McLean  (chairman),  and  Page. 
Present  also:  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Currency ;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency, and  others. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS— Resumed. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  at  yesterday  after- 
noon's hearing  I  discussed  and  pointed  out  to  you  the  fallacies  and 
absurdities  of  what  Mr.  Hogan  had  characterized  as  the  two  main 
things,  namely,  the  alleged  antipathy  toward  Ailes  and  Flather, 
who  had  been  witnesses  in  opposition  to  my  confirmation  five  years 
ago,  and  my  alleged  dislike  of  Mr.  Hill,  the  New  York  Tribune 
correspondent.  Mr.  Hogan's  purpose  seems  to  have  been  to  swamp 
the  record  with  a  conglomeration  of  distortions  and  untruths.  He 
has  proven  himself  to  be  such  a  rapid-fire  falsifier  that  it  will  nec- 
essarily take  some  of  your  valuable  time,  and  of  my  time,  to  point 
out  to  you  his  principal  misstatements,  but  I  ask  your  indulgence 
while  I  do  so. 

Mr.  Hogan  in  his  testimony  has  made  reference  to  the  communica- 
tion which  he  says  I  addressed  to  the  Boston  Transcript  in  regard 
to  an  article  which  Mr.  Hill  had  written  and  printed  in  that  paper. 
I  beg  leave  to  read  my  letter  to  the  Boston  Transcript  on  that  sub- 
ject, referring  to  that  article : 

December  30,  1918. 
Managing  Editor,  Boston  Evening  Transcript, 

Boston,  Mass. 

Dear  Sib:  I  am  writing  to  ask  your  attention  to  articles  regarding  the 
office  of  the  Comptroller  of  the  Currency,  and  my  conduct  of  It,  appearing  in 
the  Transcript  of  November  30,  on  page  10  of  part  1,  and  October.  5,  on  the 
stock  market  page.  ^. 

Please  believe  that  I  do  not  object  to  criticism  of  myself  as  a  public  officer, 
and  that  I  realize  it  is  the  right  and  duty  of  the  press  to  print  such  criticism 
when  it  appears  to  be  required  or  deserved.  I  do  object  to  attacks  against  me 
based  on  flagrant  falsehood,  obviously  Incited  by  malice,  probably  part  of 
bought  propaganda,  and  intended  to  assassinate  my  official  and  personal  char- 
acter. The  established  reputation  of  the  Transcript  assures  me  that  its 
management  would  not  knowingly  publish  slanders  of  that  kind.  For  that 
reason  I  feel  confident  that  you  will  consider  fairly  facts  which  I  offer  for  your 
consideration. 
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with  the  United  States  Trust  Co.  had  the  offer  of  ex-Senator  Scott  to  resume 
the  presidency  of  that  institution  and  to  furnish  $500,000  of  his  own  funds 
been  accepted.  This  arrangement,  It  is  asserted,  would  have  saved  the  stock- 
holders of  the  United  States  Trust  Co.  from  Inevitable  loss  and  might  have 
resulted  in  making  their  holdings  worth  their  full  face  value. 

"  It  is  also  pointed  out  that  had  the  recommendation  of  the  Comptroller  of 
the  Currency  been  supported  instead  of  repudiated  by  Assistant  Secretary  Wil- 
liams— that  the  United  States  Trust  Co.  be  closed  and  its  assets  transferred 
to  a  receiver  appointed  by  the  Government — there  would  have  been  abundant 
opportunity  to  dispose  of  the  assets  and  good  will  of  the  company  without 
haste  and  on  the  most  favorable  terms." 

Mr.  Nelson.  Did  the  Comptroller  of  the  Currency  intimate  to  the  United 
States  Trust  Co.  that  they  would  have  to  go  into  liquidation  or  into  the  hands 
of  receivers? 

Mr.  Williams.  We  will  come  back  to  that  question  if  It  Is  not  answered 
here. 

Mr.  Reed.  In  other  words,  the  charge  Is  that  If  the  doors  had  closed  they 
would  have  been  able  to  dispose  of  their  "good  will"  on  most  favorable 
terms? 

Mr.  'Williams.  Yes.  Has  anyone  ever  heard  of  disposing  of  the  good  will 
of  a  "busted"  bank? 

December  5  the  same  paper  says: 

"  Those  who  take  issue  with  Secretary  McAdoo's  views,  as  expressed  In  his 
official  statement,  assert  that  the  depositors  of  the  United  States  Trust  Go. 
were  never  threatened  with  loss  until  after  interference  of  the  Treasury  De- 
partment and  after  Assistant  Secretary  Williams's  rejection  of  the  action  of  the 
Acting  Comptroller  of  the  Currency." 

In  one  article  we  are  told  the  United  States  Trust  Co.  should  have  been 
driven  Into  bankruptcy  or  the  hands  of  the  comptroller;  in  another  that  it 
could  have  been  rescued  by  ex-Senator  Scott,  or  should  have  been  closed  and 
put  In  the  hands  of  a  receiver  as  a  means  of  protecting  depositors  and  stock- 
holders. 

This  is  merely  by  way  of  illustration.  Analysis  of  a  file  of  these  articles 
readily  shows  how  they  destroy  their  own  force  and  the  unwisdom  of  an 
attempt  to  meet  anonymous  accusers  and  vague  charges  on  ground  constantly 
shifting. 

Furthermore,  there  have  been  frequent  hints  of  an  Investigation  by  Con- 
gress of  the  conduct  of  the  department  in  this  matter.  The  department  would 
welcome  an  official  and  prompt  investigation  as  giving  it  opportunity  to  answer 
specific  charges  presented  by  known  persons  and  promising  a  decisive  report  of 
its  conduct  and  the  unearthing  of  the  hidden  authors  of  slanders  and  libels. 

Endeavoring  to  put  clearly  before  the  public  the  facts,  it  is  best,  perhaps, 
to  present  in  chronological  order  the  events  leading  to  the  transfer  of  the 
United  States  Trust  Co.  to  the  Munsey  Trust  Co. 

At  the  beginning  of  this  administration  the  Treasury  Department  learned 
that  the  United  States  Trust  Co.  was  encumbered  with  a  quantity  of  slow  and 
unsatisfactory  assets.  The  directors  were  admonished  that  they  would  be 
allowed  six  months  in  which  to  put  their  affairs  in  proper  and  satisfactory 
shape.  The  directors  signed  an  agreement  to  comply,  and  to  liquidate  certain 
loans  which  had  been  criticized. 

Early  in  November  of  this  year  the  National  Bank  of  Washington  had  tip 
negotiations  looking  to  a  merger  with  the  United  States  Trust  Co.  The  de- 
partment was  advised  that  these  negotiations  were  pending,  but  was  not  at 
first  asked  for  aid,  and  merely  awaited  results. 

Monday,  November  16,  the  president  of  the  National  Bank  of  Washington 
Informed  the  department  that  the  negotiations  had  failed.  The  department 
had  received  a  preliminary  report  from  Bank  Examiner  Goodhart  showing 
that  the  United  States  Trust  Co.  had  not  fulfilled  the  agreement  to  require 
payment  of  questionable  loans,  and  estimating  a  shrinkage  in  capital  and 
surplus  of  more  than  $1,000,000.  It  was  evident  the  company  could  not  con- 
tinue Jbusiness  with  capital  thus  impaired,  and  that  unless  something  was 
done  to  save  it  the  closing  of  its  doors  would  be  necessary.  Aside  from  the 
distress  certain  to  result  to  its  55,000  depositors,  many  of  them  thrifty  people 
of  limited  means,  by  the  closing  of  their  bank  and  indefinite  deprivation  of 
their  money  a  month  before  the  holidays,  the  department  was  forced  to  con- 
sider the  possibility  of  general  alarm,  of  runs  on  other  banks,  and  of  a  panic 
which  once  begun  might  have  spread  far  through  the  country. 
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Tuesday,  November  17,  six  or  eight  of  the  officers  of  clearing-house  banks 
met  at  the  office  of  the  bank  examiner  to  consider  the  situation.  This  meet- 
ing was  held  at  the  suggestion  of  the  comptroller,  to  devise  plans  to  protect 
the  local  banking  situation,  and  to  prevent  spread  of  trouble  if  the  United 
States  Trust  Co.  was  forced  to  suspend.  The  comptroller  saw  little  or  no 
hope  of  saving  the  trust  company,  but  was  anxious  to  limit  the  disaster.  The 
bankers  present  did  not  agree  to  furnish  the  United  States  Trust  Co.  with  the 
assistance  it  needed.  Solicitor  Elliott,  of  the  comptroller's  office,  who  was 
present,  went  at  11  o'clock  at  night  to  Secretary  McAdoo's  home,  awoke  him, 
stated  the  situation,  and  asked  if  the  Treasury  Department  would  cooperate 
in  efforts  to  save  the  trust  company.  The  Secretary  replied  immediately  that 
the  department  would  give  all  the  help  it  could  properly  and  legally.  Mr. 
Elliott  returned  to  the  meeting  of  bankers  and  reported  what  the  Secretary 
said,  but  the  meeting  adjourned  without  action. 

Mr.  Hogan's  complaints  and  criticisms  were  not  presented  in  an 
orderly  manner,  or  in  any  logical  sequence,  and  I  am  a  little  at  a 
loss  as  to  the  best  way  to  answer  them.  Perhaps  for  a  while  it  may 
be  well  for  me  to  take  his  testimony,  and  running  over  it,  point  out 
some  of  the  most  prominent  of  his  incorrect  and  misleading  state- 
ments. 

The  Chairman.  Any  part  of  his  testimony  that  you  wish  to  reply 
to,  the  committee  will  De  glad  to  hear  you  on. 

Mr.  Whxiams.  An  illustration  of  Mr.  Hogan's  loose  and  untrue 
statements  is  found  in  his  reference  to  an  overdraft  of  about  $6,500 
of  Mrs.  Glover,  wife  of  the  president  of  the  Biggs  National  Bank. 
Mr.  Hogan  declared  unequivocally: 

The  comptroller  had  used  the  case  of  that  overdraft  to  make  "  public  com- 
ment upon  it/'  but  when  asked  by  the  chairman  whether  it  was  published  in 
any  way  he  had  to  admit  "  I  do  not  know." 

Mr.  Hogan  declares  on  page  90 : 

The  report  of  the  examiner  which  showed  m  that  overdraft  was  made  in 
October,  1913.  It  was  customary,  in  the  regular  conduct  of  the  comptroller's 
office,  that  where  there  was  anything  to  be  criticized,  as  shown  by  a  national- 
bank  examiner's  report,  the  comptroller  would  write  a  letter  to  the  bank  as 
promptly  as  reasonably  might  be  possible  after  the  coming  In  of  the  report. 

The  report  In  this  case  was  made  in  October,  1913.  The  comptroller  was 
writing  his  animadversions  upon  that  overdraft  in  1915. 

Commenting  further  upon  the  incident  Mr.  Hogan  said: 

Yes',  but  when  he  is  going  back  in  1915  to  write  about  things  in  1913  he  is 
a  little  slow,  you  would  say,  in  discharge  of  that  responsibility. 

In  discussing  the  incident  Senator  Fletcher  asked: 

Is  not  that  letter  of  1915  the  first  time  that  the  comptroller  had  called  at- 
tention to  the  controversy? 

Mr.  Hogan.  Of  Mrs.  Glover? 

Senator  Fletcher.  Yes. 

Mr.  Hogan  (continuing).  I  will  answer  that  in  a  minute.  (After  referring 
to  a  book.)    Yes,  sir. 

That  statement  of  Mr.  Hogan  was  another  untruth.  The  printed 
record  shows  that  on  November  11,  1913,  Mr.  T.  P.  Kane,  as  Acting 
Comptroller  of  the  Currency,  had  written  to  the  Riggs  National 
Bank  a  letter  calling  attention  not  only  to  their  "  overdrafts,"  which 
included  this  overdraft  of  Mrs.  Glover,  but  to  other  irregularities, 
and  I  ask  that  that  letter  of  November  11,  1913,  be  printed  in  the 
record  in  its  entirety.  The  comptroller  had  called  the  bank's  atten- 
tion to  many  other  things — to  shortage  in  its  reserve  of  $207,780  and 
overdrafts  of  $23,344.69,  and  on  November  19,  1913,  the  bank  had 
written  back  a  letter  admitting  its  overdrafts  and  attempting  to  ex- 
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plain  them,  and  incidentally  explained  that  among  the  overdrafts 
was  that  overdraft  of  Mrs.  Glover  for  $6,500,  claiming  at  that  time 
that  Mr.  Glover  was  responsible  for  the  account  and  tnat  he  had  to 
his  credit  at  that  time  "  more  than  $26,000,"  although,  of  course,  as 
Senator  Kendrick  pointed  out  very  clearly  to  your  committee,  one 
account  was  not  an  offset  of  the  other.  In  addition  to  that  over- 
draft of  Mrs.  Glover,  at  that  same  examination  the  bank  was  found 
to  be  carrying  in  its  cash  drawer  a  debit  slip  of  the  president  of  the 
bank— C.  C.  Glover — for  $6,562.50,  representing  the  purchase  price 
due  by  him  for  200  shares  of  American  Can  stock,  while  there  was 
also  carried  as  "  cash,"  although  not  cash,  at  the  same  time,  similar 
items  for  various  other  customers,  aggregating  approximately  $50,000 
additional  due  by  various  speculators  for  whom  tne  bank  was  at  that 
time  conducting  an  active  stock-and-bond  business. 

The  Chairman.  That  was  in  1913? 

Mr.  Williams.  This  was  Noveipber,  1913,  the  last  examination 
of  the  bank  prior  to  my  becoming  comptroller,  and  that  referred  to 
their  condition  at  that  time,  immediately  before  my  taking  charge 
of  the  office. 

The  Chairman.  As  I  understand,  that  practice  was  stopped  after 
you  called  the  attention  of  the  bank  to  it? 

Mr.  Williams.  I  am  coming  up  to  that  practice,  and  as  to  how  ex- 
tensive it  was. 

The  Chairman.  Very  well. 

Mr.  Williams.  I  should  like  to  introduce  right  here  that  letter  of 
November  11,  1913: 

Treasury  Department, 
Comptroller  of  the  Currency, 
Washington,  November  11, 1913, 

The  Board  of  Directors  Riggs  National  Bank, 

Washington,  D.  C. 

Gentlemen  :  The  report  of  the  examination  of  your  bank  completed  October 
23  shows  a  reserve  deficiency  of  $207,980,  overdrafts  of  $23,344.69,  and  the  fol- 
lowing paper  classed  as  doubtful  by  the  examiner: 

William  Barrett  Ridgely $7,150.00 

Kate   F.   Ainslee 32,948.98 

Walluce    Neff 2, 700. 00 

42, 798. 98 
Liability  for  money  borrowed  Is  as  follows: 

Bonds    borrowed $900, 000. 00 

Bonds  sold  under  agreement  to  repurchase . 1,221,823.45 

2, 121, 823. 45 

The  examiner  states  It  is  the  practice  of  the  bank  to  carry  items  of  stock 
purchased  for  customers  in  the  cash,  such  items  amounting  to  $55,572.86  at  the 
time  of  his  visit. 

The  report  of  condition  of  the  bank  for  October  21  shows  the  above  liability 
for  money  borrowed  and  a  reserve  deficiency  of  $374,786. 

The  required  legal  reserve  must  be  made  good  at  once  and  this  office  advised. 
Liability  for  borrowed  money  must  be  brought  within  the  requirements  with- 
out delay,  the  amount  of  overdrafts  materially  curtailed,  and  the  doubtful 
paper  given  particular  attention  and  collected,  charged  off  or  secured  beyond 
question  of  loss.  The  irregular  items  in  the  cash  must  be  eliminated  and  the 
practice  of  carrying  stock  items  In  the  cash  discontinued. 

The  directors  are  requested  to  advise  this  office  promptly,  over  their  indi- 
vidual signatures,  of  the  action  taken  to  comply  with  these  requirements. 
Respectfully, 

P.  T.  Kane, 
Acting  Comptroller. 
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In  answer  to  the  acting  comptroller's  letter  of  criticism,  the  Riggs 
National  Bank,  in  its  letter  of  November  19,  1913,  which  was  signed 
by  President  Glover,  Cashier  Flather,  and  13  other  directors,  said : 

With  respect  to  the  statement  of  the  examiner  that  it  is  the  practice  of  the 
bank  to  carry  items  of  stock  purchased  for  customers  in  the  cash,  such  items 
amounting  to  $55,572.80  at  the  time  of  his  visit,  you  are  advised  that  for  the 
most  part  our  purchases  for  customers  are  immediately  charged  against  their 
accounts.  It  sometimes  happens  that  an  order  can  not  be  fully  executed  at 
once,  and  we  have  met  with  some  small  delays  in  completing  orders  as  well  as 
in  charging  purchasers  to  accounts.'  The  items  above  mentioned  was  largely 
caused  by  the  absence  of  one  of  our  important  customers  in  Jamaica  at  the 
time  his  order  was  executed.  In  the  future  we  will  endeavor  to  avoid  carrying 
these  items  in  cash  by  making  prompt  charges  against  customers'  accounts. 

I  ask  your  especial  attention  to  this  statement,  solemnly  signed  by 
the  directors  and  the  officers,  because  here  is  an  admission  that  the 
bank  was  doing  an  active  stock-brokerage  business,  an  admission  of 
conditions  which  they  subsequently  denied  under  oath,  in  connection 
with  the  criminal  trial  for  perjury. 

The  Chairman.  That  is  your  conclusion.  Just  state  the  facts,  Mr. 
Williams. 

Mr.  Williams.  I  am  stating  the  facts,  Mr.  Chairman,  and  have 
read  to  the  committee  the  bank's  own  statement  on  that  subject. 

The  Chairman.  Very  well. 

Mr.  Williams.  In  his  examination  at  that  time  Examiner  Good- 
hart  criticized  the  bank  for  carrying  in  its  cash  the  stock  purchases 
for  account  of  customers,  which  should  have  been  charged  to  their 
personal  accounts  when  the  orders  for  purchases  were  given,  and  not 
carried  in  this  irregular  manner. 

Mr.  Hogan  also  in  his  characteristic  fashion  exaggerates  and  mag- 
nifies an  incident?  at  one  of  the  hearings  in  February,  1914.  He  says 
I  made  a  solemn  and  fervent  promise  to  Senator  Weeks  as  to  the 
manner  in  which  I  would  conduct  the  office  of  comptroller  if  con- 
firmed. The  onlv  foundation  for  his  untrue  story  is  an  inquiry 
casually  addressee!  to  me  by  Senator  Weeks  as  to  whether  or  not  there 
were  any  antagonisms  which  would  prevent  a  fair  and  impartial 
administration  of  my  official  duties,  and  I  replied  to  him  in  the  nega- 
tive. That  was  all  there  was  to  the  incident,  which  Mr.  Hogan  in  nis 
testimony  frequently  alluded  to,  distorted,  and  exaggerated. 

The  Chairman.  That,  as  I  remember,  was  in  executive  session.  I 
remember  I  was  present — that  is,  there  was  no  stenographer  present. 

Mr.  Williams.  None,  so  far  as  I  recall.  Mr.  Hogan's  statement  or 
implication,  on  page  38,  that  there  is  or  ever  was  in  existence  between 
Secretary  McAdoo  and  myself  any  correspondence  "whicK  would 
show  that  there  was  a  deliberate  conspiracy  to  injure  the  Riggs  Bank 
or  its  officials  "  is  maliciously  untrue  and  without  the  least  founda- 
tion. I  dislike  to  have  to  deny  statements  which  are  obviously  false, 
but  Mr.  Hogan  has  established  the  practice  of  stating  in  his  testimony 
before  the  committee  that  some  absurd  statement  of  his  was  not  de- 
nied, and,  therefore,  endeavors  to  impress  upon  the  committee  the 
fact  that  there  mav  have  been  some  foundation  for  statements  which 
had  been  thought  unworthy  of  denial.  I  wish  to  state  here  that  if 
I  spare  the  time  of  the  committee  by  omitting  to  deny  all  of  his  criti- 
cisms and  complaints,  which  reflect  in  any  wav  upon  me  or  my  ad- 
ministration, it  is  not  because  I  do  not  regard  them  as  wholly  un- 
warranted and  untrue. 
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The  Chairman.  Mr.  Williams,  the  committee  will  give  you  time  to 
deny  every  statement  that  Mr.  Hogan  made,  that  you  wish  to  deny, 
if  it  takes  all  summer. 

Mr.  Williams.  It  was  my  purpose,  in  making  that  statement,  to 
deny  unequivocally  and  sweepmgly  every  statement  which 

The  Chairman  (interrupting).  I  want  you  to  be  careful  to  do  so, 
because  if  there  is  any  statement  which  is  not  controverted,  the  com- 
mittee will  have  a  right  to  assume  that  you  do  not  wish  to  con- 
trovert it. 

Mr.  Williams.  I  do  deny  now  the  correctness  of  any  statement 
which  reflects  upon  my  administration  of  this  office,  and  I  shall  take 
them  up  seriatim  for  the  most  part,  and  point  them  out,  as  well  as 
their  fallacies,  as  I  go  along. 

The  Chairman.  Any  item  of  consequence  I  shall  expect  you  to 
treat  in  that  way,  if  you  wish. 

Mr.  Williams.  On  page  38  he  declares  that  the  Government's  case 
in  the  Riggs  controversy  was  "  flimsy,"  despite  the  fact  that  the  Gov- 
ernment won  on  every  point  at  issue  save  the  purely  technical  ques- 
tion in  the  substitution  of  an  "  and  "  for  an  "  or  "  in  a  call  for  special 
reports.    I  will  refer  to  that,  however,  later  on. 

On  page  41  Mr.  Hogan  makes  the  following  untrue  statement : 

No  criticism  respecting  the  condition  of  the  bank  produced  by  that  exami- 
nation, May,  1914,  was  brought  to  our  attention,  and,  although  we  repeatedly 
asked  for  it,  we  never  received  it. 

On  page  30,  of  volume  1  of  the  correspondence  between  the  Treas- 
ury and  the  Riggs  National  Bank,  in  a  letter,  dated  June  23, 1914, 1 
invite  you  to  note  the  following  criticism  by  the  comptroller's  office, 
based  directly  upon  the  disclosures  made  at  the  time  of  the  last  ex- 
amination of  the  bank : 

My  attention  has  been  called  to  a  certain  loan  for  $170,203  shown  in  your 
"  Statement  No.  1,"  alleged  to  have  been  made  to  J.  D.  Richardson  (who,  I 
understand,  is  a  former  Member  of  Congress  and  a  former  member  of  tbe 
District  Committee),  secured  by  1,374  shares  of  the  stock  of  the  Capital  Trac- 
tion Co.  and  sundry  other  collateral,  which  loan  the  bank  examiner  informs 
me  he  considers  is  inadequately  margined.  I  am  informed  that  this  loan,  or 
predecessor  loans  of  which  this  loan  is  virtually  a  renewal,  has  been  in  your 
bank  continuously  for  more  than  10  years  past;  that  the  money  advanced  to 
this  borrower  has  at  times  been  largely  in  excess  of  the  amount  of  the  present 
loan,  and  that  in  previous  years  you  were  frequently  admonished  by  the 
Comptroller  of  the  Currency  that  the  money  which  you  were  lending  to  this 
borrower  was  largely  in  excess  of  the  amount  which  you  were  authorized  to 
loan  under  the  national-banking  act;  that  the  admonitions  and  instructions 
of  this  office,  however,  were  repeatedly  disregarded,  and  the  loan  kept  In  the 
bank,  although  at  the  present  time  it  appears  to  be  within  the  authorized  limit. 
though  insufficiently  secured. 

I  note  that  you  report  that  Mr.  Richardson's  average  balance  with  your  bank 
for  the  month  of  May  was  only  $300,  or  about  one-sixth  of  1  per  cent  of  the 
amount  of  money  which  you  were  loaning  him  on  his  insufficiently-secured  note. 
I  understand  that  for  the  previous  12  months,  also,  Mr.  Richar6>ons*  balance 
was  but  little,  if  any,  in  excess  of  the  balance  reported  for  May. 

There  was  a  criticism  which  had  been  made  to  the  bank.  I  also 
at  this  point  ask  your  attention  to  the  admission  made  by  Mr. 
Hogan  in  his  testimony  that  that  loan,  so  early  criticized  by  the 
comptroller,  when  finally  liquidated  showed  a  loss  to  the  bank  of 
about  $18,000. 

The  Chairman.  That  was  the  loss  that  was  charged  over  to  the 
Flather  &  Flather  account? 
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Mr.  Williams.  I  do  not  know  how  it  was  charged,  but  it  was  a 
loss  from  that  loan. 

The  Chairman.  I  think  Mr.  Hogan  stated  it  was  charged  over  to 
the  Flather  &  Flather  account. 

Mr.  Williams.  Wherever  it  was  charged,  it  was  a  loss,  though,  to 
the  bank.  On  page  118  of  the  hearings,  Mr.  Hogan  refers  to  that 
loss. 

Further,  on  page  31,  continuing,  my  letter  reads: 

A  further  analysis  of  the  list  which  you  have  furnished  of  loans  for  $5,000 
or  more  made  by  your  bank  on  bonds  and  stocks,  and  of  your  list  of  the  average 
balances,  if  any,  carried  by  these  borrowers,  seems  to  fully  confirm  my  appre- 
hensions that  a  strangely  or  abnormally  large  proportion  of  the  funds  of  your 
bank  were  being  loaned  on  bonds  and  stocks  to  parties  who  either  had  no  de- 
posit account  with  your  bank,  or  whose  deposit  balances  were  of  trivial  con- 
sequence. 

It  was  in  this  connection  that  I  thought  it  pertinent  to  ascertain  to  what 
extent,  if  any,  the  officers  of  the  bank  may  have  profited  personally  through 
the  purchases  of  these  bonds  and  stocks,  upon  which  the  bank  was  lending 
large  sums  of  money  to  friends  or  customers  of  the  executive  officers  of  the 
Riggs  National  Bank,  who  carried  no  deposit  accounts  with  the  bank,  and 
whose  relations  with  it  were  thus  limited  to  borrowing  its  money,  or  to  the 
dealings  in  bands  and  stocks  through  its  officers. 

The  Chairman.  You  are  reading  now  from  one  of  your  com- 
munications to  the  bank  ? 

Mr.  Williams.  Yes,  sir.  I  am  reading  that  in  response  to  Mr. 
Hogan's  statement  that  there  had  been  no  criticisms. 

The  statements  which  you  have  submitted  to  me  show  that  of  the  $5,100,000, 
or  thereabouts,  loaned  on  bonds  and  stocks  to  parties  borrowing  $5,000  or  more, 
about  70  per  cent,  or  say  approximately  $3,500,000,  was  being  loaned  to  bor- 
rowers the  sum  total  of  whose  deposit  balances  with  your  bank  amounted  to 
less  than  $25,000,  or  say  on  an  average  about  three-fifths  of  1  per  cent  of 
their  borrowings — many  of  them  having  no  balances  at  all. 

As  I  consider  that  certain  of  the  questions  which  I  have  submitted  to  you 
In  my  recent  communications  have  been  answered  imperfectly  or  evasively, 
while  others  are  still  unanswered,  and  inasmuch  as  some  of  these  questions 
relate  to  matters  which  concern  directly  other  executive  officers  of  your  bank, 
I  have  thought  it  best  to  prepare  and  submit  herewith  in  quadruplicate  a  list 
of  interrogatories  relating  to  subjects  discussei  in  our  recent  correspondence. 

So,  to  facilitate  the  making  of  frank  replies,  those  interrogatories 
were  prepared  and  submitted  with  the  letter. 

Further  criticisms  are  made  in  the  comptroller's  letter  to  the  Riggs 
Bank  of  July  2,  1914,  based  upon  conditions  as  a  result  of  the  May, 
1914,  examination  and  subsequent  inquiries.  On  page  77,  volume  1, 
of  the  correspondence,  in  a  letter  to  the  Riggs  Bank  by  the  comp- 
troller of  July  2,  1914,  the  comptroller  said,  in  connection  with  the 
testimony  of  the  bond  and  stock  loans  of  the  ban£: 

My  statement  that  your  bank  had  "$5,100,000,  or  thereabouts,  loaned  on 
bonds  and  stocks  to  parties  borrowing  $5,000  or  more  *  *  *,"  etc.,  does 
not  Justify  your  statement  that  I  said  that  you  had  "in  excess  of  $5,000,000 
loaned  upon  safe  and  ample  collateral  security." 

They  had  distorted  my  statements  and  misrepresented  them.  The 
letter  continues : 

As  a  matter  of  fact,  I  do  not  find  that  the  loans  referred  to  are  "  loaned 
upon  safe  and  ample  collateral  security." 

I  think  that  can  be  regarded  as  certainly  another  criticism  of  the 
bank.    On  page  78, 1  said : 

I  find  In  your  list  of  borrowers  of  $5,000  or  more  the  names  of  some  40  or 
50  women  to  whom  the  Riggs  National  Bank  appears  to  be  lending  approxl- 
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Mr.  Hogan  has  dwelt  at  much  length  on  the  comptroller's  criti- 
cisms of  the  Biggs  Bank's  shortages  in  reserves.  The  statement  re- 
ferred to  was  presented  partly  as  a  complete  and  overwhelming  refu- 
tation of  the  claim  which  had  been  made  by  the  bank  in  its  letter 
to  the  comptroller  of  July  14,  1914,  in  which  it  said — and  I  ask 
your  special  attention  to  this  language,  a  declaration  made  solemnly 
by  the  bank : 

Sometimes,  but  on  very  rare  occasions  and  for  a  very  short  time — a  day  or 
two  at  most — this  bank,  as  all  national  banks  have  at  one  time  or  another, 
fallen  below  the  strict  requirement  respecting  legal  reserves.  *  *  *  Gen- 
erally the  examinations  of  this  bank  by  your  office  and  our  reports  of  con- 
dition, as  well  as  our  own  records,  will  show  that  we  have  consistently  main- 
tained an  excess  of  reserves. 

The  printed^  records  of  the  case  show  that  statement  to  have  been 
wholly  misleading,  untrue,  and  utterly  without  any  foundation. 

I  ask  your  attention  to  page  569,  volume  3,  or  the  hearings  of 
February,  1919,  which  show 

The  Chaikman  (interrupting).  That  statement  is  already  in  the 
record. 

Mr.  Williams.  I  am  not  going  back  to  read  that  whole  affidavit, 
Mr.  Chairman,  but  in  answer  to  a  specific  charge  I  ask  your  permis- 
sion to  reply  to  it  by  giving  a  brief  extract  from  the  testimony  before 
you.  It  is  hardly  reasonable  to  suppose  that  the  members  of  the 
committee  will  remember  all  of  those  matters  which  were  intro- 
duced in  the  February  hearings. 

The  Chairman.  No;  but  they  are  printed  and  at  the  convenience 
of  the  committee. 

Mr.  Williams.  This  is  from  page  569: 

Practically  continuously  from  January,  1910,  to  January,  1914, 
the  reports  of  condition  filed  by  the  plaintiff  bank  with  the  comp- 
troller showed  a  shortage  in  its  cash  reserve  averaging  more  than 
$150,000— the  shortage  June  4,  1913,  amounting  to  $500,363.  Said 
reports  also  show  throughout  the  said  period  a  further  average 
shortage  in  its  reserve  for  the  period  of  30  days  prior  to  the  date 
of  practically  every  report  of  condition  by  the  plaintiff  bank.  At- 
tached hereto,  marked  "  Exhibit  D,"  and  made  a  part  hereof,  tables 
showing  the  amount  and  percentages  of  said  deficiencies. 

The  Chairman.  All  that  is  already  in  the  record. 

Mr.  Williams.  I  am  calling  your  attention  to  that.  I  am  giving 
a  specific  answer  to  that  charge  made  by  Mr.  Hogan. 

The  Chairman.  Yes,  but  it  is  there  already  as  an  answer  to  that 
charge. 

Mr.  Willjam8.  I  thought  it  would  perhaps  be  convenient  to  have 
it  brought  out  in  logical  sequence. 

The  Chairman.  Very  well. 

Mr.  Williams.  It  continues : 

Said  section  5191  provides  that  if  a  national  bank  shall  for  a  period  of  30 
fays  fail  to  make  good  its  deficiency  in  reserve,  after  notification  from  the 
'■HiUoUer  to  that  effect,  the  comptroller  may,  with  the  concurrence  of  the 
of  the  Treasury,  appoint  a  receiver  to  wind  up  its  affairs. 


Xr.  Hogan's  strictures  and  criticisms  of  the  table  of  reserves  on 
*»  592  of  the  February,  1919,  hearings  were  unfair  and  mislead- 
**  "m  the  extreme.  That  table  only  purported  to  show  the  short- 
a  reserve.    It  did  not  undertake  to  give  the  occasions  on  which 
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the  reserves,  or  a  portion  of  them,  were  in  excess  of  legal  require- 
ments. There  is  no  more  reason  why  that  table  should  have  shown 
such  excess  reserves  as  the  bank  may -have  had  on  particular  occa- 
sions than  there  would  have  been  for  the  comptroller  to  have  shown 
a  list  of  all  the  loans  made  by  the  bank  which  were  within  the  legal 
limit  when  undertaking  to  present  a  list  of  excess  loans  on  a  given 
date. 

A  further  illustration  of  Mr.  Hogan's  misleading  and  garbled 
statements  is  given  on  page  44,  where  he  says: 

Mr.  Williams  states,  taking  credit  therefor  to  himself,  that  from  a  period 
ending  with  18  months  after  his  entrance  into  the  comptroller's  office,  the 
Riggs  National  Bank  has  been  conducted  within  the  law,  and  in  a  splendid 
way. 

No  such  statement  was  made  by  me.  I  never  said  that  the  Riggs 
Bank  had  been  conducted  in  a  "splendid  way,"  but  I  did  say,  in 
my  decision  renewing  the  charter  for  the  bank,  page  478,  hearings 
of  February,  1919,  that  the  report  of  an  examination  made  at  that 
time  showed  its  condition  to  be  "satisfactory,"  and  that  in  view 
therefore  of  the  solemn  pledge  given  by  the  directors  of  the  bank  that 
they  would  give  special  attention  in  the  future  to  the  manner  in 
which  the  officers  and  employees  of  the  Riggs  National  Bank  shall 
carry  on  and  conduct  the  business  and  affairs  of  the  bank,  to  the  end 
that  the  business  operations  and  affairs  of  the  bank  in  the  future 
would  be  conducted  in  strict  compliance  with  the  national-bank  act 
and  all  the  laws  of  the  United  States  and  in  conformity  with  the 
lawful  rules  and  regulations  and  requirements  of  the  office  of  the 
Comptroller  of  the  Currency,  and  to  take  all  such  action  as  should 
be  necessary  to  secure  that  end,  etc.,  a  renewal  of  the  charter 
should  be  granted.  That  statement  relative  to  its  then  condition  was 
made  after  the  bank  had  ceased  its  multitudinous  infractions  of  the 
law  and  its  many  irregular  practices  and  dangerous  dealings. 

I  ask  your  attention  to  Mr.  Hogan's  extraordinary  disregard  of 
facts  as  again  illustrated  in  the  following  statement  which  he  made, 
as  shown  on  page  46  of  part  2  of  the  recent  hearings : 

Throughout  the  correspondence  which  followed,  in  so  far  as  it  was  humanly 
possible  to  do  so,  down  to  April,  1915,  regardless  of  the  character  of  the  request, 
every  request  was  complied  with. 

That  was  a  very  plain,  sweeping,  and  definite  statement.  The 
period  during  which  he  claims  to  have  complied  with  "every  re- 
quest" embraced  the  call  for  a  special  report  made  on  January  22, 
1915,  for  information  in  regard  to  the  dummy  loans  made  by  the 
bank  for  the  benefit  of  its  officers  and  employees  and  for  other  loans 
made  to  those  same  officers  and  employees  and  members  of  their  f  ami*- 
lies.  It  was  the  positive  and  flat  refusal  of  the  bank  to  divulge  that 
information  which  led  to  the  assessment  by  the  comptroller  of  the 
fine  of  $5,000  in  the  comptroller's  letter  of  March  30,  1915.  Yet  he 
informed  the  committee  that  every  request  was  complied  with  as  far 
as  it  was  humanly  possible  to  do  so. 

The  Chairman.  If  I  remember  correctly,  that  very  matter  was 
brought  up  before  he  concluded  his  testimony.  There  was  a  dispute 
as  to  your  right  to  have  any  more  information. 

Mr.  Williams.  This  is  not  the  dispute,  as  I  understand,  as  to  the 
right,  but  he  says  he  gave  it  regardless  of  whether  he  was  obliged 
to  do  so  or  not. 
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mately  $1,000,000,  equal  practically  to  the  entire  capital  of  the  bank,  on  bonds 
and  stocks,  many  of  them  of  a  highly  speculative  or  doubtful  character.  Some 
of  these  loans  are  Inadequately  margined,  and  few,  or  none,  of  these  borrowers 
carry  any  deposit  balances  with  the  Riggs  National  Bank. 

On  the  same  page,  page  78, 1  also  said : 

It  appears  that  the  loans,  nearly  all  secured  by  speculative  stocks  and  bonds, 
to  C.  C.  Glover,  jr.,  and  W.  J.  Flather,  jr.,  two  clerks  in  your  bank,  and  to 
H.  H.  Flather,  your  cashier,  Joshua  Evens,  jr.,  your  assistant  cashier,  and 
W.  J.  Flather,  your  vice  president,  and  wife;  M.  E.  Ailes,  your  vice  president, 
and  Mary  E.  Ailes,  his  daughter — 

I  think  it  was  subsequently  said  she  was  his  wife,  and  not  his 
daughter — 

E.  D.  Flather,  teller,  and  G.  O.  Vass,  secretary  to  M.  E.  Ailes,  amount  in 
aggregate,  to  more  than  one- fifth  of  the  entire  capital  of  your  bank,  or  more 
than  $200,000. 

I  think  that  could  be  regarded  as  certainly  another  criticism. 
In  this  same  letter  to  the  bank  I  say : 

In  your  letter  of  the  30th,  signed  by  your  president,  he  says : 
*'  Representing  as  president  of  this  bank   the  interests  of  its  depositors, 
stockholders,  and  officers,  I  can  not  notice  the  comments  and  insinuations  con- 
tained in  your  letter  as  I  otherwise  should." 

You  and  your  president  are  respectfully  informed  that  the  letters  and  com- 
munications which  I  have  addressed  to  your  bank  or  to  its  president  have  been 
in  behalf  of,  and  for  the  protection  of,  the  depositors,  and  other  creditors,  and 
stockholders  of  the  Rlggs  National  Bank,  and  the  "notice"  which  you  and 
your  president  are  required  to  take  of  these  letters  and  communications  is  to 
furnish  truthful,  complete,  and  unequivocal  replies  to  the  questions  and  Inter- 
rogatories thus  submitted  to  you.  If  your  officers  will  but  observe  the  laws, 
and  the  rules  and  regulations  of  this  office  (which  the  records  of  this  department 
and  the  reports  of  national  bank  examiners,  I  regret  to  say,  indicate  have  been, 
upon  divers  occasions  in  the  past,  and  persistently  violated  and  disregarded) 
anything  from  your  president,  either  personally  or  officially,  aside  from  or 
beyond  this  is,  of  course,  a  matter  of  indifference  to  me. 

Again,  on  page  132,  volume  1,  of  the  correspondence  with  the 
Biggs  Bank,  I  will  quote  from  my  letter  to  the  bank  of  July  22, 
1914.    I  said : 

You  are  hereby  admonished  that  this  office  strongly  disapproves  of  the 
policy  and  practice  of  having  the  president,  vice  president,  and  cashier  of  a 
national  bank  conduct  a  brokerage  shop,  or  business,  within,  and  as  a  part 
of  the  business  of  the  national  bank,  buying  and  selling  speculative  and  "  wild- 
cat" stocks  and  other  securities  on  commission  and  using  the  bank  as  the 
agency  for  carrying  on  margin,  stocks,  and  other  securities  thus  bought  and 
sold  and  dealt  In. 

The  books  of  your  bank  show  that  large  sums  of  money  are  being  loaned  on 
speculative  securities  to  the  officers  of  your  bank  and  to  its  clerks  and  employees 
in  these  speculations.  •  This  office  regards  this  as  a  demoralizing  example  to 
the  other  employees  of  your  bank. 

The  Chairman.  Mr.  Hogan  read  that  letter  into  the  record,  did 
he  not? 

Senator  Page.  This  is  your  letter? 
Mr.  Williams.  This  is  my  letter. 

In  speaking  of  the  loans  made  to  the  cashier  of  your  bank,  aggregating 
$63,500,  you  declare  that  these  loans  "  were  secured  by  high-class,  marketable 
local  and  out-of-town  stocks  and  bonds,  having  a  market  value  of  $70,000," 
although  at  to-day's  prices  they  barely  cover  the  loan. 

Among  the  "  high-class,  marketable  local  and  out-of-town  stocks  and  bonds " 
I  note  the  following:  "200  shares  St.  Louis  &  San  Francisco  preferred  stock." 
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Mr.  Hogan  purported  to  read  that  extract  from  my  letter,  but  I 
call  your  attention  to  the  fact  that  he  omitted  to  give  the  prices  oppo- 
site those  securities  which  he  read.    I  shall  read  the  letter  as  it  was. 

Market  value. 

200  shares  St.  Louis  &  San  Francisco  preferred  stock 4 

100  shares  Rock  Island  Railroad  preferred  sto.ck 

Mr.  Hogan  omitted  that  value  also.    I  give  the  value  as  1£. 

100  shares  Rock  Island  Railroad  common  stock. 

He  also  omitted  to  give  on  the  record  the  value  of  that,  which  is  1. 

The  Chairman.  Are'  you  giving  the  market  value  as  at  present,  or 
at  that  time? 

Mr.  Williams.  At  that  time.  I  am  quoting  my  letter.  Neces- 
sarily, it  would  be  the  market  value  at  that  time. 

200  shares  Missouri  Pacific  Railroad  stock,  9±. 

Mr.  Hogan  also  omitted  that  quotation. 

200  shares  Inspiration  Consolidated  Copper  stock,  18. 
350  shares  Inter-Continental  Rubber  stock,  7$. 

Among  the  stocks  securing  the  loans  to  your  assistant  cashier, 
which  you  approvingly  refer  to  as  "  recognized  stock  exchange  col- 
lateral," I  notice — 

100  shares  American  Can,  26. 
200  shares  Missouri  Pacific,  9}. 

Among  the  stocks  securing  the  loans  to  Vice  President  Flather  of 
$63,800  appear  415  shares  of  Green  Cannanea  Copper  Stock,  etc. 

Such  securities  as  these  I  should  hardly  expect  to  find  In  the  loans  of  con- 
servative bank  officers  and  their  clerks,  who  should  certainly  be  expected  to 
scrutinize  with  special  care  the  collateral  placed  upon  the  loans  which  they  may 
require  the  bank,  whose  interests  they  have  sworn  to  safeguard  and  protect,  to 
make  to  themselves. 

I  note  your  admission  that  one  of  the  vice  presidents  of  your  bank  and  your 
cashier  were  u  interested  in,  but  not  liable  on,"  certain  other  loans  (besides 
their  own  notes)  made  by  your  bank  on  various  collateral,  including,  among 
other  •'  securities,"  Rock  Island  preferred  and  common  stock,  Utah  Consolidated 
Mining  stock,  Interborough  Metropolitan  common  stock,  Pittsburgh  Coal  com- 
mon stock,  American  Linseed,  etc. 

It  appears  that  for  the  sake  of  the  commissions  collected  by  your  officers  in 
buying  and  selling  bonds  and  stocks  you  have  been  executing  orders  for  women 
(including  Treasury  employees),  young  men,  clerks,  professional  and  business 
men,  who  have  been  tempted  to  engage  through  you  in  stock  speculations  which 
have  proved  in  various  cases  costly  and  damaging,  if  not  ruinous.  To  facilitate 
these  operations  there  is,  it  appears,  installed  In  your  bank  a  private  telegraph 
line  connecting  you  with  a  stock-brokerage  house  in  New  York,  and  two  private 
telephone  lines  connecting  you  with  two  stock-brokerage  offices  in  Washington. 

I  again  express  my  surprise  that  with  such  a  record  as  that  Mr. 
Hogan  should  have  endeavored  to  make  this  committee  think  there 
had  been  no  criticism  of  the  bank. 

The  printed  record  shows  numerous  subsequent  criticisms  of  ir- 
regular or  unsafe  transactions  and  methods  which  the  comptroller's 
office  called  upon  the  bank  to  remedy,  and  which  I  shall  be  pleased 
to  introduce  into  the  record  here,  if  desired  by  any  member  of  the 
committee. 

The  Chairman.  We  will  have  to  leave  that  to  your  judgment,  Mr. 
Williams. 

Mr.  Williams.  Then,  if  you  are  uncertain  about  that,  I  will  reserve 
the  right  to  produce  further  criticisms  later. 
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Mr.  Hogan  has  dwelt  at  much  length  on  the  comptroller's  criti- 
cisms of  the  Biggs  Bank's  shortages  in  reserves.  The  statement  re- 
ferred to  was  presented  partly  as  a  complete  and  overwhelming  refu- 
tation of  the  claim  which  had  been  made  by  the  bank  in  its  letter 
to  the  comptroller  of  July  14,  1914,  in  which  it  said — and  I  ask 
your  special  attention  to  this  language,  a  declaration  made  solemnly 
by  the  bank : 

Sometimes,  but  on  very  rare  occasions  and  for  a  very  short  time — a  day  or 
two  at  most — this  bank,  as  all  national  banks  have  at  one  time  or  another, 
fallen  below  the  strict  requirement  respecting  legal  reserves.  •  •  •  Gen- 
erally the  examinations  of  this  bank  by  your  office  and  our  reports  of  con- 
dition, as  well  as  our  own  records,  will  show  that  we  have  consistently  main- 
tained an  excess  of  reserves. 

The  printed*  records  of  the  case  show  that  statement  to  have  been 
wholly  misleading,  untrue,  and  utterly  without  any  foundation. 

I  ask  your  attention  to  page  569,  volume  3,  ox  the  hearings  of 
February,  1919,  which  show 

The  Chairman  (interrupting).  That  statement  is  already  in  the 
record. 

Mr.  Williams.  I  am  not  going  back  to  read  that  whole  affidavit, 
Mr.  Chairman,  but  in  answer  to  a  specific  charge  I  ask  your  permis- 
sion to  reply  to  it  by  giving  a  brief  extract  from  the  testimony  before 
you.  It  is  hardly  reasonable  to  suppose  that  the  members  of  the 
committee  will  remember  all  of  those  matters  which  were  intro- 
duced in  the  February  hearings. 

The  Chairman.  No;  but  they  are  printed  and  at  the  convenience 
of  the  committee. 

Mr.  Williams.  This  is  from  page  569: 

Practically  continuously  from  January,  1910,  to  January,  1914, 
the  reports  of  condition  filed  by  the  plaintiff  bank  with  the  comp- 
troller showed  a  shortage  in  its  cash  reserve  averaging  more  than 
$150,000— the  shortage  June  4,  1913,  amounting  to  $500,363.  Said 
reports  also  show  throughout  the  said  period  a  further  average 
shortage  in  its  reserve  for  the  period  of  30  days  prior  to  the  date 
of  practically  every  report  of  condition  by  the  plaintiff  bank.  At- 
tached hereto,  marked  "  Exhibit  D,"  and  made  a  part  hereof,  tables 
showing  the  amount  and  percentages  of  said  deficiencies. 

The  Chairman.  All  that  is  already  in  the  record. 

Mr.  Williams.  I  am  calling  your  attention  to  that.  I  am  giving 
a  specific  answer  to  that  charge  made  by  Mr.  Hogan. 

The  Chairman.  Yes,  but  it  is  there  already  as  an  answer  to  that 
charge. 

Mr.  Williams.  I  thought  it  would  perhaps  be  convenient  to  have 
it  brought  out  in  logical  sequence. 

The  Chairman.  Very  well. 

Mr.  Williams.  It  continues: 

Said  section  5191  provides  that  if  a  national  bank  shaU  for  a  period  of  30 
days  fail  to  make  good  its  deficiency  in  reserve,  after  notification  from  the 
comptroller  to  that  effect,  the  comptroller  may,  with  the  concurrence  of  the 
Secretary  of  the  Treasury,  appoint  a  receiver  to  wind  up  its  affairs. 

Mr.  Hogan's  strictures  and  criticisms  of  the  table  of  reserves  on 
page  592  of  the  February,  1919,  hearings  were  unfair  and  mislead- 
ing in  the  extreme.  That  table  only  purported  to  show  the  short- 
ages in  reserve.    It  did  not  undertake  to  give  the  occasions  on  which 
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the  reserves,  or  a  portion  of  them,  were  in  excess  of  legal  require- 
ments. There  is  no  more  reason  why  that  table  should  have  shown 
such  excess  reserves  as  the  bank  may -have  had  on  particular  occa- 
sions than  there  would  have  been  for  the  comptroller  to  have  shown 
a  list  of  all  the  loans  made  by  the  bank  which  were  within  the  legal 
limit  when  undertaking  to  present  a  list  of  excess  loans  on  a  given 
date. 

A  further  illustration  of  Mr.  Hogan's  misleading  and  garbled 
statements  is  given  on  page  44,  where  he  says : 

Mr.  WUliams  states,  taking  credit  therefor  to  himself,  that  from  a  period 
ending  with  18  months  after  his  entrance  into  the  comptroller's  office,  the 
Riggs  National  Bank  has  been  conducted  within  the  law,  and  in  a  splendid 
way. 

No  such  statement  was  made  by  me.  I  never  said  that  the  Riggs 
Bank  had  been  conducted  in  a  "splendid  way,"  but  I  did  say,  in 
my  decision  renewing  the  charter  for  the  bank,  page  478,  hearings 
of  February,  1919,  that  the  report  of  an  examination  made  at  that 
time  showed  its  condition  to  be  "satisfactory,"  and  that  in  view 
therefore  of  the  solemn  pledge  given  by  the  directors  of  the  bank  that 
they  would  give  special  attention  in  the  future  to  the  manner  in 
which  the  officers  and  employees  of  the  Riggs  National  Bank  shall 
carry  on  and  conduct  the  business  and  affairs  of  the  bank,  to  the  end 
that  the  business  operations  and  affairs  of  the  bank  in  the  future 
would  be  conducted  in  strict  compliance  with  the  national-bank  act 
and  all  the  laws  of  the  United  States  and  in  conformity  with  the 
lawful  rules  and  regulations  and  requirements  of  the  office  of  the 
Comptroller  of  the  Currency,  and  to  take  all  such  action  as  should 
be  necessary  to  secure  that  end,  etc.,  a  renewal  of  the  charter 
should  be  granted.  That  statement  relative  to  its  then  condition  was 
made  after  the  bank  had  ceased  its  multitudinous  infractions  of  the 
law  and  its  many  irregular  practices  and  dangerous  dealings. 

I  ask  your  attention  to  Mr.  Hogan's  extraordinary  disregard  of 
facts  as  again  illustrated  in  the  following  statement  which  he  made, 
as  shown  on  page  46  of  part  2  of  the  recent  hearings : 

Throughout  the  correspondence  which  followed,  in  so  far  as  it  was  humanly 
possible  to  do  so,  down  to  April,  1915,  regardless  of  the  character  of  the  request, 
every  request  was  complied  with. 

That  was  a  very  plain,  sweeping,  and  definite  statement.  The 
period  during  which  he  claims  to  have  complied  with  "every  re- 
quest" embraced  the  call  for  a  special  report  made  on  January  22, 
1915,  for  information  in  regard  to  the  dummy  loans  made  by  the 
bank  for  the  benefit  of  its  officers  and  employees  and  for  other  loans 
made  to  those  same  officers  and  employees  and  members  of  their  fami- 
lies. It  was  the  positive  and  flat  refusal  of  the  bank  to  divulge  that 
information  which  led  to  the  assessment  by  the  comptroller  of  the 
fine  of  $5,000  in  the  comptroller's  letter  of  March  30,  1915.  Yet  he 
informed  the  committee  that  every  request  was  complied  with  as  far 
as  it  was  humanly  possible  to  do  so. 

The  Chairman.  If  I  remember  correctly,  that  very  matter  was 
brought  up  before  he  concluded  his  testimony.  There  was  a  dispute 
as  to  your  right  to  have  any  more  information. 

Mr.  Williams.  This  is  not  the  dispute,  as  I  understand,  as  to  the 
right,  but  he  says  he  gave  it  regardless  of  whether  he  was  obliged 
to  do  so  or  not. 
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The  Chairman.  Well,  proceed.    I  do  not  recollect  just  what  it  was. 

Mr.  Williams.  To  show  his  flagrant  inconsistency,  on  the  follow- 
ing page,  page  47,  Mr.  Hogan  declares,  after  asserting  that  all  re- 
quests for  information  had  been  so  faithfully  complied  with,  that 
the  comptroller's  fines  imposed  for  refusal  to  surrender  reports  ag- 
gregated $160,000  against  the  bank,  a  statement  also  obviously  ficti- 
tious and  untrue.  The  comptroller  had  notified  the  bank  that  it 
would  be  liable,  as  provided  by  statute,  for  certain  penalties  at  the 
rate  of  $100  per  day  if  it  should  refuse  to  send  the  special  reports 
called  for,  but  he  never  at  any  time  assessed  a  single  penalty  sava 
the  penalty  of  $5,000  assessed  on  March  30,  1915,  for  the  bank's  re- 
fusal to  give  information  with  regard  to  dummy  loans  made  by  the 
bank  to  its  officers  and  employees,  and  for  other  information  asked 
for  in  that  letter. 

Therefore,  Mr.  Hogan's  statement  that  the  comptroller  "  crawled,"' 
to  use  his  own  elegant  language,  was  unjustified,  and  only  another 
expression  of  his  malice. 

The  misleading  character  of  Mr.  Hogan's  statements  is  again  evi- 
denced on  page  48,  where  he  says : 

So,  whenever  he  imposed,  or  told  us  he  imposed,  these  penalties  of  $100  a 
day — and,  mark  you,  $100  a  day  for  each  question  not  answered  was  the  char- 
acter of  some  of  his  impositions — he  would  send  us  a  list  of,  say,  30  interroga- 
tories in  quadruplicate. 

That  statement  is  unwarranted,  for  only  upon  one  occasion  was 
the  list  of  30  interrogatories  submitted,  and  that  was  necessitated 
by  the  refusal  of  the  bank  to  furnish  information  which  had  been 
repeatedly  called  for,  and  in  regard  to  which  the  bank  officials  had 
equivocated,  dodged,  and  avoided  a  frank  and  proper  reply. 

On  page  52  of  Mr.  Hogan's  testimony  he  again  flatly  charges  that 
the  comptroller  had  actually  imposed  about  $160,000  of  penalties. 
The  language  of  the  comptrollers*  letters  and  the  records  show  that 
statement  to  have  been  false,  as  heretofore  stated. 

His  statement  on  page  53  is  also  false,  where  he  says  that  the 
comptroller  "  had  over  and  over  again  notified  us  that  he  had  im- 
posed upon  us  "  numerous  fines  to  which  he  was  referring. 

The  Chairman.  Mr.  Hogan  drew  his  conclusions  from  the  cor- 
respondence which  passed  between  you  and  the  bank,  and  we  have 
all  that  correspondence. 

Mr.  Williams.  I  beg  your  pardon,  Mr.  Chairman.  Of  course,  I 
understand  that  to  be  your  view.  But  I  have  stated  that  his  con- 
clusions, as  stated  to  this  committee,  were  not  and  could  not  have 
been  drawn  from  the  correspondence  which  passed  between  this  bans 
and  the  comptroller's  office. 

On  page  54  of  his  statement  Mr.  Hogan  makes  a  sweeping  and 
untrue  declaration  that  the  Riggs  Bank  had  won  the  equity  case 
"  on  every  single,  solitary  question  which  was  before  the  court 
save  one." 

And  the  falsity  of  his  utterances  is  further  illustrated  when  he 
claims,  on  page  54,  that  he  can  "read  to  you  20  pages  where  that 
man" — referring  to  the  conmptroller — "uses  words  which  after- 
wards he  said  he  did  not  mean." 

That  statement  is  wholly  untrue,  and  Mr.  Hogan  will  find  it  im- 
possible to  point  to  a  single  place  where  such  a  statement  was  ever 
made  bv  me. 
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Mr.  Hogan's  declaration  or  intimation  that  I  was  either  acquainted 
with  or  participated  in  the  offer  Mr.  Untermyer  is  alleged  by  him  to 
have  made,  and  which  Mr.  Untermyer  will  himself  answer  in  due 
course,  to  give  the  bank  immunity  from  indictment  in  return  for  the 
resignations  of  three  of  its  officers,  is  untrue  and  wholly  without 
foundation  as  far  as  I  am  concerned.  Whatever  conversation  Mr. 
Untermyer  may  have  had  with  Mr.  Hogan  or  Mr.  Cromwell,  or  both, 
as  claimed  by  Mr.  Hogan,  he  will  advise  you  of  when  he  appears 
before  this  committee  on  Monday. 

The  Chairman.  He  was  acting  as  your  counsel? 

Mr.  Williams.  He  was  not,  sir. 

The  Chairman.  For  whom  was  he  acting? 

Mr.  Williams.  I  do  not  know.  Mr.  Hogan  gave  me  the  first  in- 
formation that  I  had  about  that  interview.  Mr.  Untermyer  had  been 
counsel  for  the  Secretary  of  the  Treasury  and  myself  in  the  equity 
proceedings.  The  equity  case  was  over,  had  been  submitted  to  the 
judge,  and,  as  I  understood  Mr.  Hogan  to  say,  it  was  some  weeks  after 
the  close  of  the  equity  trial,  and  when  Mr.  Untermyer's  services  to 
me  and  Secretary  McAdoo  as  counsel  had  ended,  that  he  had  this 
alleged  interview  with  Mr.  Hogan  and  Mr.  Cromwell,  of  which  I 
knew  nothing,  and  which  was  never  reported  to  me. 

The  Chairman.  You  had  not  seen  nim  or  had  any  conversation 
with  him  in  regard  to  it? 

Mr.  Williams.  I  knew  nothing  of  it  whatever.  I  did  not  know 
Mr.  Untermyer  had  ever  seen  Mr.  Cromwell,  or  that  he  had  ever  dis- 
cussed this  subject  with  Mr.  Hogan. 

The  Chairman.  You  never  discussed  it  with  Mr.  Untermyer? 

Mr.  Williams.  I  never  knew  of  the  incident  until  Mr.  Hogan 
recited  it  here  the  other  day. 

The  Chairman.  No;  but  you  never  discussed  the  matter  of  stay- 
ing the  criminal  proceedings  in  the  event  the  directors  would  resign  ? 

Mr.  Williams.  It  never  entered  my  mind  to  do  so.  It  never  oc- 
curred to  me  it  was  a  matter  which  would  come  within  Mr.  Unter- 
myer's jurisdiction.  It  never  occurred  to  me  to  discuss  it  with  him. 
The  question  of  the  indictment  for  perjury  was  with  the  Department 
of  Justice,  to  be  handled  by  them  as  an  entirely  separate  matter, 
and  Mr.  District  Attorney  Laskey  has  told  you  that  I  had  no  con- 
nection with  it  whatsoever. 

The  Chairman.  The  district  attorney  testified  that  you  discussed 
the  matter  with  the  Attorney  General  two  months  before  the  indict- 
ment was  found. 

Mr.  Williams.  If  I  may  state  what  I  understood  the  district  at- 
torney to  say,  it  was  that  at  the  time  that  that  false  affidavit  was 
filed,  which  was  during  the  equity  trial,  the  subject  of  that  false 
affidavit  came  up  at  one  of  the  several  conferences  which  were  be- 
ing held  during  the  course  of  that  trial  between  the  representatives 
of  the  Department  of  Justice  and  counsel  in  the  case,  at  which  I 
was  preseilt. 

The  Chairman.  The  record  will  show  what  the  district  attorney 

testified  to. 

Mr.  Williams.  And  it  was  the  natural  and  obvious  thing  to  do  at 
that  time  for  me  to  watch  the  equity  trial,  and  Mr.  Laskey  has 
stated  that  at  one  of  the  conferences  of  counsel  the  perjured  affi- 
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davit,  which  had  just  been  introduced,  was  the  subject  of  discussion. 
But  the  question  of  an  indictment  for  perjury  was  a  matter  en- 
tirely beyond  my  province. 

The  Chairman.  The  district  attorney  testified  that  your  exam- 
iners appeared  before  the  grand  jury  as  witnesses. 

Mr.  Williams.  I  understood  he  also  testified  that  Mr.  Ailes  ap- 
peared before  the  grand  jury  as  a  witness  in  the  perjury  case.  It  is 
customary,  Mr.  Chairman  and  gentlemen,  when  the  comptroller's 
examiners  make  references  to  the  Department  of  Justice  in  regard 
to  infractions  of  the  national  bank  act,  or  criminal  violations  of  the 
law.  for  them  to  appear  as  witnesses  before  grand  jurors,  or  other 
jurors,  and  they  are  frequently  told  by  the  court  to  appear.  It  is 
a  part  of  their  duty.  They  have  to  do  it  whether  they  will  or  not. 
Sometimes  it  is  a  matter  of  serious  inconvenience,  in  taking  them 
from  their  examining  duties;  but  they  have  to  respond  to  the  call 
of  the  court. 

The  Chairman.  Mr.  Untermyer  was  your  counsel  in  the  civil 
proceedings 

Mr.  Williams.  He  was  one  of  counsel. 

The  Chairman.  He  had  also  been  vour  counsel  at  other  times, 
had  he  not? 

Mr.  Williams.  I  do  not  recall,  Mr.  Chairman,  that  Mr.  Unter- 
myer has  ever  acted  as  my  counsel  in  any  other  matter. 

The  Chairman.  It  seems  to  me  it  was  testified  he  had  something 
to  do  with  the  Uniontown  bank. 

Mr.  Williams.  He  was  not  my  counsel.    Mr.  Jones  has  testified 
that  he  was  on  the  other  side,  and  complaining  of  my  actions. 
*    The  Chairman.  He  was  on  the  other  side? 

Mr.  Williams.  He  was  not  representing  the  comptroller's  office. 

The  Chairman.  You  have  had  no  occasion  to  employ  him  at  any 
other  time  except  in  this  Riggs  matter? 

Mr.  Williams.  I  recall  none  other,  either  officially  or  personally. 
But  he  certainly  was  not  counsel  for  me  or  the  comptroller's  office  in 
any  matters  relating  to  the  Uniontown  bank.  He  was  not  acting  as 
counsel  for  me  in  any  way,  and  never  has,  as  far  as  I  recall. 

The  Chairman.  But  for  the  trustees  of  this  stock? 

Mr.  Williams.  No.  I  beg  your  pardon,  Mr.  Chairman;  I  think, 
if  my  recollection  of  the  testimony  is  correct,  it  was  stated  that  Mr. 
Thompson,  the  old  president  of  the  bank,  or  his  interests,  or  Mr. 
Thompson's  creditors,  had  in  some  way  employed  Mr.  Untermyer. 

The  Chairman.  The  record  will  show.    I  do  not  remember. 

Mr.  Williams.  Mr.  Untermyer  is  a  very  able  and  resourceful  law- 
yer, stands  high  in  his  profession,  and  I  should  feel  that  any  cause 
committed  to  his  care  would  be  well  looked  after,  but  I  do  not  think 
that  I  have  ever  had, the  pleasure  of  having  him  act  as  my  counsel  in 
any  case  except  the  Riggs  equity  case,  where  he  was  the  counsel  for 
Secretary  McAdoo,  the  Treasury  of  the  United  States,  and  myself. 

The  Chairman.  Proceed. 

Mr.  Williams.  Mr.  Trimble  has  just  handed  me  the  subpoena  ad- 
dressed to  him  by  the  supreme  court  of  the  District  holding  a  crim- 
inal court,  September  21,  1915,  summoning  him  to  appear. 

The  Chairman.  I  do  not  think  it  is  necessary  to  put  that  into  the 
record. 
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Mr.  Wblliams.  All  right.  A  few  moments  ago  I  referred  to  the 
extraordinary  claim  made  by  Mr.  Hogan  to  the  effect  that  the  Riggs 
Bank  had  won  in  the  equity  case.  My  secretary  has  just  called  my 
attention  to  the  fact  that  I  inadvertently  stated  that  Mr.  Hogan  haa 
claimed  that  the  Riggs  Bank  had  won  on  every  single,  solitary  ques- 
tion which  was  before  the  court,  save  one.  I  should  not  have  said 
**  save  one."  I  should  have  said  "  every  one."  There  was  no  reser- 
vation even  by  Mr.  Hogan.  His  language  is  found  on  page  54.  "  Ev- 
ery one  "  was  his  insupportable  claim. 

The  Chairman.  The  record  will  show  what  points  were  won  and 
lost  I  do  not  think  it  is  really  worth  while  to  take  up  the  time  of 
the  committee  discussing  that  finding  of  the  court. 

Mr.  Williams.  You  mean  the  decision? 

The  Chairman.  The  decision  of  the  court.    That  is  in  the  record. 

Mr.  Williams.  On  page  58  of  the  testimony  Mr.  Hogan  declares 
that  I  made  the  statement : 

If  you  will  waive  the  question  about  the  $5,000  and  let  that  fine  stand ;  if  you 
will  go  to  the  board  of  directors  and  have  the  board  of  directors  transmit  to  the 
Comptroller  of  the  Currency  the  resignation  of  Mr.  Glover,  Mr.  Ailes,  and  Mr. 
Flather;  if  you  will  dismiss  that  equity  suit  and  agree  to  abide  by  the  law  aa 
laid  down  by  Judge  McCoy  and  take  no  appeal,  then  I  will  give  you  this  char- 
ter.   Otherwise,  I  will  not. 

The  chairman  asked  Mr.  Hogan:  "Was  that  a  written  propo- 
sition ?  " 

Mr.  Hogan  replied :  "  Yes,  sir ;  that  was  a  written  proposition  and 
you  will  find  it  here,"  etc. 

Subsequently,  however?  Mr.  Hogan  "crawled,"  for  when  Senator 
Hitchcock  again  asked  him,  "  I  ask  whether  that  demand  was  made 
in  writing?^  Mr.  Hogan  then  replied  "No," — eating  the  words 
whidi  he  had  just  uttered  a  few  moments  before — "  The  demand  was 
not  made  in  writing,  but  the  ultimate  result  was  put  in  writing,  in 
a  report  from  the  bank  to  Williams,  which  writing,  however,  was 
dictated  by  Williams." 

I  call  your  attention  to  the  fact  that  the  ultimate  result  to  which 
Mr.  Hogan  appears  to  allude  was  wholly  different  from  the  demand 
which  he  said  a  few  moments  before  that  I  had  made  in  writing,  and 
it  did  not  involve  the  waiver  of  the  $5,000  fine. 

Mr.  Hogan  tells  you  (page  61),  between  1897  and  1902  the  bank 
conducted  its  real  estate,  brokerage,  and  loan  business  in  the  name 
of  Glover,  Hvde,  Johnston,  and  others,  and  that  the  partnership  had 
a  capital  of  $30,000,  but  he  does  not  tell  you  whether  the  firm  paid 
the  bank  rent  or  any  portion  of  the  clerical  expenses,  though  he  will 
admit  that  profits  which  Mr.  Glover  and  his  partners  divided  among 
themselves  in  that  period,  from  their  operations,  amounted  to  more 
than  $45,000.  Several  years  after  1902  the.  bank,  it  appears2  openly 
conducted  a  real  estate  and  brokerage  business.  This  business,  it 
seems,  had  assumed  considerable  proportions,  for  National  Bank  Ex- 
aminer Hanna,  who  is  now  chief  examiner  for  the  New  York  clear- 
ing house,  in  his  report  to  the  comptroller  of  August  24,  1899,  said : 

The  president  and  two  vice  presidents  compose  the  firm  of  Glover,  Hyde  & 
Johnston,  who  carry  on  an  extensive  real  estate  loan  business  at  the  bank, 
making  their  profits  from  commissions.  The  cash  for  making  these  loans  Is 
usually  furnished  temporarily  by  the  bank  for  one  or  two  at  a  time,  and  then 
the  loans  are  sold  to  customers  of  the  bank,  without  recourse  on  the  firm,  as 
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investments.  I  would  estimate  at  least  $2,000,000  of  this  paper  to  be  out- 
standing, the  collection  and  management  of  which  is  handled  by  the  collection 
department  of  the  bank. 

On  April  20,  1903,  referring  to  the  bank's  operations,  National 
Bank  Examiner  Albertson,  now  vice  president  of  the  Mechanics  and 
Metals  National  Bank  of  New  York,  criticized  the  bank  as  follows: 

It  is  represented  on  the  Washington  Stock  Exchange  by  Charles  C.  Glover, 
its  president,  and  W.  J.  Flather,  its  assistant  cashier.  While  a  source  of 
profit  to  the  association,  it  is  nevertheless  in  excess  of  its  power,  and  in  this 
instance  is  open,  notorious,  and  flagrant. 

Referring  to  the  stock  and  bond  business  conducted  by  the  bank, 
he  added: 

This  association  daily  exceeds  the  powers  granted  to  it  by  the  purchase 
and  sale  of  stocks  and  bonds  on  commission. 

The  irregular  practices  of  the  bank  were  criticized  in  numerous 
examinations  by  the  same  examiner. 
On  April  22, 1905,  he  said : 

The  attention  of  the  department  has  been  heretofore  directed  to  the  fact 
that  this  bank  is  engaged  in  the  purchase  and  sale  of  stocks,  bonds,  etc.,  on 
commission.  This  is  evidenced  by  its  advertisements  in  the  dally  papers  and 
by  its  books.  Seats  in  the  local  stock  exchange  are  not  owned  by  the  bank 
but  by  two  of  the  officers  of  the  bank  individually.  It  has  been  a  source  of 
profit  to  the  bank  and  no  loss  has  been  incurred. 

In  the  examination  of  May  22,  1906,  National  Bank  Examiner 
Owen  T.  Reeves,  to  whom  Mr.  Hogan  referred  very  feelingly,  re- 
peatedly during  his  testimony  called  attention  in  his  report  to  the 
following  direct  loans  made  by  the  Biggs  National  Bank  to  its  vice 
president,  assistant  cashiers,  paying  tellers,  receiving  teller,  ladies' 
teller,  exchange  teller,  note  teller,  general  bookkeeper,  and  34  ©ther 
bookkeepers  and  clerks,  aggregating  more  than  $358,000,  or  more 
than  35  per  cent  of  the  bank's  entire  capital  stock : 

Examination  of  May  22,  1906 : 

Direct  liabilities  of.  officers : 

Vice  President  M.  E.  Ailes |34, 788. 95 

Assistant  Cashier  W.  J.  Flather 74, 000. 00 

Assistant  Cashier  H.  H.  Flather 47, 537. 50 

Paying  Teller  D.  Rittenhouse 600. 00 

Paying  Teller  D.  M.  Kindelberger 40. 00 

Receiving  Teller  A.  M.  Nevius 1, 105. 00 

Ladies'  Teller  Herman  Bestor 56,500.00 

Exchange  Teller  E.  D.  Flather 3, 010. 21 

Note  Teller  W.  A.  Gieseking 28,000.00 

General  Bookkeeper  Joshua  Evans,  Jr 11,039.88 

84  bookkeepers  and -others 101,095.09 

Now,  Mr.  Chairman  and  gentlemen  of  this  committee,  I  would  like 
for  you  to  ask  yourselves  what  your  impressions  would  be  if  you  had 
found  that  condition  of  things  in  any  national  bank. 

The  Chairman.  That  was  in  1906  ? 

Mr.  Wiixiams.  Yes.  It  was  the  criticism  made  by  Mr.  Owen  T. 
Eeeves,  national  bank  examiner,  to  whom  Mr.  Hogan  has  90  fre- 

Suently  alluded.    Was  not  that  time  to  raise  the  red  flag  of  danger? 
Tearly  every  officer  and  employee  of  the  bank  was  using  its  funds  in 
stock  speculations.    He  says,  after  naming  the  vice  president,  "  Both 
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assistant  cashiers,  two  paying  tellers,  the  receiving  teller,  the  ladies' 
teller,  the  exchange  teller,  the  note  teller,  the  general  bookkeeper,  and 
34  bookkeepers,  and  other  clerks." 

Mr.  Chairman  and  gentlemen,  that  was  an  alarming  condition  of 
things.  Those  loans  were  made  largely  upon  speculative  stocks  and 
other  securities,  the  whole  office  force  of  the  bank  apparently  being 
engaged  in  speculation. 

Referring  to  those  large  loans,  the  examiner  said  the  large  loans  to 
the  Flather  brothers  and  other  minor  officials  of  the  bank  represented 
stock  purchases  or  speculation. 

The  foregoing  statement  of  Examiner  Reeves  is  a  flat  contradiction 
of  the  apology  which  Mr.  Hogan  offered  for  the  note  teller's  embezzle- 
ment. He  had  just  read  to  your  committee  my  statement  to  this  com- 
mittee in  February,  1919,  in  which  I  had  said : 

Mr.  Williams.  Oh,  I  don't  recall  as  to  whether — yes;  I  will  say  there  was 
an  atmosphere  of  speculation  in  the  bank  at  that  time  which  was  exceedingly 
unhealthy.  At  a  previous  hearing  reference  has  been  made  to  one  case  where 
a  note  teller,  I  believe,  embezzled  $50,000  or  $60,000  of  the  bank's  money.  I 
presume  he  felt  that  as  the  officers  of  the  bank  were  speculating,  that  the 
president  of  the  bank  was  buying  and  selling  stocks  and  the  vice  president  was 
buying  and  selling  stocks,  and  others,  that  he  could  speculate  also.  The  result 
was  that  there  was  an  embezzlement;  in  fact,  I  think  there  have  been  two 
embezzlements  in  that  bank  from  time  to  time  in  the  past.  But  that  was,  as 
I  say,  I  think  the  example  of  having  the  officers  of  the  bank  engaged  in  stock 
speculations,  which  was  an  exceedingly  unhealthy  one  for  the  bank. 

And,  commenting  upon  my  statement,  Mr.  Hogan  said : 

Before  he — 

referring  to  me — 

made  that  statement  he  could  have  ascertained  the  facts,  could  he  not?  What 
impression  did  he  want  to  create  here  except  that  this  man  Gieseking  had 
become  a  defaulter  by  speculating  in  consequence  and  as  a  result  of  the  example 
set  him  by  officers,  when,  if  he  had  taken  the  slightest  trouble  to  find  out  the 
truth,  he  would  have  learned  a  remarkable  thing — that  stock  speculation  had 
nothing  to  do  with  GJeseklng's  defalcation.  Qieseking  was  not  a  stock  specu- 
lator. 

The  fact  is,  this  embezzling  official  had  been  borrowing  from  the 
bank  in  large  or  small  sums  for  10  years  previously  or  more,  and  had 
also  been  stealing  from  the  bank  for  practically  all  of  that  time, 
and  he  was  reported  and  shown  as  borrowing  from  the  bank  on  the 
date  of  Mr.  Reeves's  examination,  to  which  I  have  referred,  $28,000. 

I  hardly  think,  Mr.  Chairman  and  gentlemen,  that  it  is  necessary 
for  me  to  dwell  much  upon  this  condition  and  these  facts  which  I 
am  bringing  to  your  attention.  They  are  too  patent  and  obvious  to 
need  comment  before  men  of  your  large  experience  with  affairs  and 
knowledge  of  what  correct  and  sound  banking  calls  for. 

The  misleading  and  disingenuous  statements  made  by  the  bank 
to  the  comptroller's  office  were  illustrated  by  an  incident  which  was 
brought  out  by  Examiner  Reeves  in  his  report  of  May  22,  1906.  In 
that  report  he  said : 

The  bank  carries  a  demand  note  signed  Joshua  Evans,  jr.,  general  book- 
keeper, for  $11,939.88.  This  represents  the  following  stocks  formerly  carried 
in  "stocks,  sec.,  etc."  1757  Col.  Title  Ins.  Co.,  109  Pa.  Tel.  Co.,  155  Peoples 
Ins.  Co.,  27  Real  Est.  Ins.  Co.,  and  still  belong  to  the  bank.  The  note  shows 
a  curtailment  of  $8,523.42,  recently,  proceeds  of  235  Arlington  Ins.  Co.  sold. 
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I  place  in  the  record  the  following  letter  from  the  Biggs  Bank  to 

Comptroler  Ridgley,  dated  December  8,  1905,  from  pages  50  and  51 

of  volume  3  of  miscellaneous  letters : 

The  Rigos  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  December  8,  1905. 
Hon.  William  B.  Ridgley, 

Comptroller  of  the  Currency,  Washington,  D.  -C. 

Dear  Sib:  We  are  In  receipt  of  your  letter  of  the  1st  Instant,  calling  atten- 
tion to  the  report  of  the  examination  of  the  Riggs  National  Bank,  of  Washing- 
ton, D.  C,  made  on  the  20th  ultimo. 

We  note  what  you  say  with  reference  to  excess  loans,  and  have  taken  steps 
to  comply  with  your  request  In  this  respect. 

Loans  secured  by  real  estate  notes,  to  which  you  refer,  we  will  endeavor  to 
dispose  of  as  soon  as  the  same  can  be  done.  In  this  connection  it  may  be 
said,  however,  that  the  loans  are  good  in  each  instance  without  the  real  estate 
notes  which  we  hold  as  collateral.  The  latter  may  be  properly  regarded  aa 
incidental  security. 

A  list  of  all  loans  will  be  submitted  to  the  directors  at  monthy  meetings,  as 
suggested  by  you. 

Now,  Mr.  Chairman  and  gentlemen,  I  ask  your  particular  atten- 
tion to  this  paragraph : 

We  note  what  you  say  with  reference  to  shares  of  stock  of  various  corpora- 
tions owned  by  this  bank.  In  compliance  with  your  former  request  we  have 
practically  closed  out  all  our  stocks,  and  the  rest  will  be  disposed  of  as  soon 
as  practicable. 

The  comptroller's  office  drew  the  conclusion  that  the  stocks  had 
been  sold  as  they  had  been  instructed  to  sell  them.  There  was  no 
doubt  about  it.  We  assumed,  of  course,  that  the  stocks  had  been 
sold.    We  took  the  bank's  word  for  it. 

Continuing  that  paragraph : 

Some  of  the  stocks  referred  to  were  taken  over  from  the  old  firm  of  Riggs 
&  Co.,  in  liquidation. 

And  held  from  the  organization  of  the  bank  in  1895  or  1896  up 
to  December,  1905,  about  10  years  ttgo. 
Continuing  this  letter : 

We  have  read  the  letter  of  the  Comptroller  of  the  Currency,  dated  December 
1,  1905,  to  which  this  is  a  reply. 
Very  respectfully, 

Chas.  C.  Glover,  Arthur  T.  Brice,  M.  E.  Alles,  H.  Hurt,  J.  R.  McLean, 
James  M.  Johnston,  Thos.  Hyde,  Wm.  J.  Flather,  R.  Ross  Perry, 
Thomas  F.  Walsh,  Jas.  Stillman,  F.  A.  Vanderllp. 

Mr.  Chairman,  I  do  not  believe  that  all  of  those  directors  would 
have  signed  that  letter  if  they  had  known  what  the  true  facts  were. 
I  believe  that  they  took  the  word  of  the  officers  of  the  bank  that  what 
they  said  they  had  done  they  had  done.  I  now  ask  your  attention 
to  the  following  paragraph  from  a  letter  which  Comptroller  Ridgely 
had  written  to  the  bank  on  December  1, 1905 : 

It  is  noted  that  a  large  number  of  shares  of  various  corporations  are  still 
carried.  These  should  be  disposed  of  as  soon  as  possible,  as  it  is  unlawful  for 
a  national  bank  to  invest  in  the  shares  of  stock  of  other  corporations. 

I  have  shown  you  that  the  bank  had  represented  to  the  comp- 
troller's office  that  those  stocks  had  been  disposed  of.  The  bank  ex- 
aminer, Mr.  Reeves,  goes  beneath  the  surface  and  finds  out  that  they 
had  not  been  disposed  of,  but  were  carried  on  a  dummy  list  in  the 
bank  on  a  note  of  one  or  its  junior  clerks.    When  Mr.  Reeves  dis- 
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covered  this  deception,  Acting  Comptroller  Kane  wrote  the  follow- 
ing letter  to  President  Glover,  under  date  of  June  6,  1906,  calling 
attention  to  over  $600,000  of  unlawful  loans  carried,  and  informing 
the  bank  that  despite  the  assurances  given  in  its  letter  of  December 
8,  1905,  that  "  we  have  practically  closed  out  our  stocks,"  the  same 
stocks  were  still  largely  being  carried  through  a  dummy  loan  of  a 
junior  clerk.  The  letter  from  the  deputy  comptroller  on  June  6, 
1906,  is  found  on  page  53  of  volume  3  of  miscellaneous  correspond- 
ence. 

(The  letter  referred  to  is  as  follows:) 

Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  June  6,  1906. 
Mr.  Charles  C.  Glover, 

President  the  Riggs  National  Bank, 

Washington,  D.  C. 

Sib:  The  report  of  an  examination  of  your  bunk,  made  on  the  22d  ultimo, 
has  been  received  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  th« 
limit  prescribed  by  section  5200,  United  States  Revised  Statutes. 

W.  B.  Hibbs  &  Co $110,000.00 

Maxwell    Woodhull $100,000 

Maxwell  Woodhull  et  al 50,000 

150, 000. 00 

Thomas  L.  Hume 142,263.75 

American  Security  &  Trust  Co 200,000.00 

Three  of  these  loans  were  excessive  at  the  time  of  the  last  examina- 
tion, when  you  were  instructed  to  reduce  them. 

The  loans  to  George  T.  Dunlap,  James  D.  Richardson,  Mary  E. 
Patten,  and  J.  Maury  Dove,  which  were  reported  as  excessive  at  the 
time  of  the  previous  examination,  have  still  the  appearance  of  exces- 
sive loans  slip  up  into  accommodation  notes  for  amounts  within  the 
limit,  the  aggregate  still  remaining  about  the  same.  If  these  notes 
are  accommodation  notes  made  for  the  benefit  of  any  one  borrower, 
they  should  be  included  with  the  borrower's  liability  in  fixing  the 
limit,  as  it  is  unlawful  to  evade  the  statute  by  indirect  methods. 

The  stocks  of  the  Columbia  Title  Insurance  Co.,  Pennsylvania  Telegraph 
Company,  Peoples  Insurance  Company,  and  the  Real  Kstato  Insurance  Co..  here- 
tofore carried  by  the  banks  in  bonds,  securities,  claims,  etc.,  appear  to  be  still 
owned  by  the  bank  in  the  form  of  collateral  for  a  loan  of  $11,030.88  to  one  of 
the  employees  of  the  bank.  The  transfer  of  these  securities  to  loans  and  dis- 
counts is  not  a  disposition  of  these  stocks.  They  should  be  restored  to  the  ac- 
count of  bonds,  securities,  claims,  etc.,  and  be  so  carried  until  regularly  dis- 
posed, of. 

Efforts  to  dispose  of  loans  secured  by  real  estate  should  be  continued.  In 
this  connection  you  are  referred  to  office  letter  of  December  1,  1905. 

The  directors  are  requested  to  unite  in  making  a  prompt  reply  to  this  letter 
in  detail  over  their  individual  signatures,  stating  that  they  have  read  the  letter 
and  what  steps  will  be  taken  to  correct  the  matters  called  to  their  attention 
therein. 

Respecfully, 

T.  P.  Kane, 
Deputy  and  Acting  Comptroller. 

In  his  report  of  May  31,  1909,  the  same  examiner,  Mr.  Owen  T. 
Reeves,  criticized  the  ifaggs  Bank  in  the  following  language : 

As  many  times  stated  by  this  examiner,  the  system  of  keeping  the  books  and 
accounts,  especially  the  method  of  handling  the  collateral  loans,  is  old-fashioned 
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and  sloppy.    For  a  large  and  flourishing  bank,  it  lacks  all  the  features  of  sys- 
tem employed  in  well-managed  city  banks. 

The  same  examiner,  in  his  report  of  November  28, 1910,  said : 

As  stated  in  former  reports,  the  system  of  keeping  the  books  and  accounts 
lacks  all  tfye  features  of  a  city  bank.    Methods  are  antiquated  and  cumbersome. 

In  the  examination  of  October  15, 1913,  the  last  examination  prior 
to  the  examination  by  Examiner  Trimble  in  May,  1914,  National 
Bank  Examiner  Goodhart  stated: 

Considerable  difficulty  was  experienced  in  balancing  the  notes  due  to  the 
fact  that  no  man  seems  to  have  control  of  them  and  as  a  result  they  were 
found  in  several  different  departments  of  the  bank. 

This  same  examiner  then  called  attention  to  about  500  shares  of 
different  speculative  stocks  which  were  being  carried  among  the 
bank's  assets  as  cash,  and  which  included  the  item  of  $6,562.50,  due 
by  President  Glover  for  the  purchase  of  200  shares  of  American 
Can,  and  about  $50,000  due  some  other  customers  for  stocks  and 
bonds  purchased  by  the  bank.  This  examination  had  been  mado 
about  six  months  after  the  examination  by  Examiner  Hann.  That 
is  a  different  examiner  from  Examiner  Hann,  who  is  now  the  New 
York  clearing  house  examiner.  Mr.  Hann's  examination  was  made 
in  May,  1913,  and  has  been  freely  praised  by  Mr.  Hogan.  Mr. 
Hann's  examination  was  not  complete,  and  he  failed  to  detect  or 
call  attention  to  various  irregularities  which  were  subsequently 
brought  to  light. 

Mr.  Hogan,  on  page  106,  criticized  the  statement  in  my  letter  of 
November  23,  1914,  that: 

I  regret  to  have  to  advise  you  that  I  have  reason  to  believe  that  in  a  number 
of  cases  oaths  contained  in  the  aforesaid  certificates  have  been  violated,  and 
that  the  declarations  in  this  certificate,  in  certain  cases,  were  false. 

The  investigation  which  followed  disclosed  that  one  of  the  direc- 
tors of  the  Riggs  Bank  had  been  disqualified  for  nearly  three  years 
because  all  during  that  period  he  had  pledged  his  entire  holdings, 
10  shares  of  Riggs  stock.  It  was  also  shown  that  Mr.  Ailes  had  in- 
correctly certified  that  he  was  the  owner  of  1,114  shares  of  stock,  or 
approximately  1,000  more  than  he  actually  owned  himself.  The 
bank  examiner  had  discovered  irregularities  in  connection  with  the 
directors'  oaths,  and  inquiry  which  this  office  thereupon  made  was 
thoroughly  justified  by  subsequent  developments. 

On  page  99  of  the  present  hearings  Senator  Frelinghuysen  asked 
Mr.  Hogan: 

Is  there  anything  in  the  record  that  shows  undue  favoritism  by  previous 
administrations  of  the  Riggs  Bank  or  any  other  bank? 

To  which  Mr.  Hogan  replied  flatly  and  promptly: 

There  is  not;  there  is  nothing  upon  which  to  found  the  statement  that  he 
wrote. 

As  a  complete  and  overwhelming  contradiction  of  that  statement 
I  again  ask  your  attention  to  page  540  of  the  February,  1919,  hear- 
ings, where  Secretary  McAdoo,  in  his  affidavit,  shows  that: 

On  April  11,  1903.  five  days  before  his  (Mr.  Ailes's)  resignation  as  Assistant 
Secretary  of  the  Treasury  at  a  time  when  his  arrangements  with  the  Riggs 
Bank  had  presumably  been  effected,  he  deposited  with  the  Riggs  Bank  funds 
of  the  United  States  Government  to  the  amount  of  $2,900,000,  which,  together 
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with  $100,000  that  was  then  on  deposit  with  the  Riggs  Bank,  made  a  total  de- 
IKisit  of  Government  funds  of  $300,000,000,  all  without  interest. 

On  the  same  page  Secretary  McAdoo  shows  that : 

During  that  time  there  were  11  national  banks  in  the  City  of  Washington, 
and  the  deposits  of  the  Rlggs  Bank  averaged  not  exceeding  39  per  cent  of  the 
total  average  deposits  of  said  national  banks.  The  total  deposits  of  Govern- 
ment funds  in  all  of  the  remaining  national  banks  of  Washington  during  said 
I**riod  averaged  approximately  $278,874.  The  average  balance  of  Government 
funds  on  deposit  in  the  Riggs  Bank  from  the  time  the  said  Ailes  became  con- 
nected with  the  bank  in  April,  1903,  until  March,  1907,  was  $2,018,957. 

Now,  Mr.  Chairman  and  gentlemen,  I  feel  persuaded  that  you  will 
agree  with  me  that  it  would  be  impossible  to  desire  a  more  complete 
refutation  than  this  of  Mr.  Hogan  s  empty  claim  that  there  had  been 
"no  undue  favoritism  by  previous  administrations  to  the  Biggs 
Bank."  The  records  of 'the  Treasury  also  show  numerous  other 
instances  of  favoritism  tothat  bank. 

Mr.  Chairman,  I  do  not  think  it  worth  while  for  me  to  dwell 
upon  that  incident.  It  shows  that  the  Riggs  Bank  during  that  period 
of  years  had  been  favored  with  nearly  eight  times  as  much  Govern- 
ment money  as  all  the  other  national  banks  of  Washington  com- 
bined. If  that  is  not  favoritism,  what  is  it?  The  vice  president  of 
the  bank,  stepping  into  the  bank  five  days  after  he  resigns  as  As- 
sistant Secretary  of  the  Treasury,  having  charge  of  fiscal  bureaus — 
the  case  is  so  obvious  that  I  feel  as  if  it  would  be  a  waste  of  your 
valuable  time  for  me  to  enlarge  upon  it. 

Mr.  Chairman,  Examiner  Trimble  has  just  called  my  attention  to 
the  fact  that  as  he  heard  my  testimony  in  regard  to  the  embezzlement  of 
some  sixty  or  sixty-five  thousand  dollars  by  a  paying  teller,  he  was 
uncertain  whether  I  made  it  clear  that  the  embezzlement  had  been 
going  on  for  10  years  up  to  the  time  of  its  discovery  a  year  or  two 
ago,  or  for  10  years  prior  to  the  time  that  he  was  reported  as  bor- 
rowing about  $28,000  from  the  bank  by  Examiner  Reeves.  I  do  not 
know  my  exact  language,  but  what  I  intended  to  show  was  that  dur- 
ing these  past  10  years  while  he  has  been  borrowing  from  the  bank 
he  has  also  in  this  same  period  been  embezzling  funds  of  the  bank 
in  an  aggregate  sum  of  some  sixty  or  seventy  thousand  dollars  and 
that  his  loans  secured  by  bonds  and  stocks  have  figured  in  the  bank's 
list  of  loans  from  time  to  time  throughout  that  period. 

Mr.  Chairman  and  gentlemen,  Mr.  Hogan  complained  about  and 
criticized  the  comptroller's  office  for  what  he  claimed  to  be  its  omis- 
sion to  examine  national  banks  in  Washington  twice  a  year,  as 
required  by  law,  and  he  claimed  that  the  comptroller  had  been  guilty 
of  a  serious  disregard  or  violation  of  law  in  that  connection.  He 
claimed  in  his  testimony  before  the  committee  that  the  comptroller's 
office  had  not  examined  all  of  the  banks  of  Washington  in  the  year 
1915 

The  Chairman.  What  page  of  Mr.  Hogan's  testimony? 

Mr.  Williams.  I  am  looking  now  at  page  114.  On  page  115  the 
chairman  says : 

Mr.  Hogan,  you  stated  that  the  other  national  banks  were  not  examined 
during  the  year  1915. 
Mr.  Hooan.  To  my  understanding,  I  said. 

Now,  Mr.  Chairman,  at  another  part  of  his  testimony  he  goes  on 
and  says  that  they  were  not  examined,  as  I  understand,  twice. 
There  is  a  statement  that  they  were  not  examined  at  all. 
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Here  is  a  report  from  the  comptroller's  office  as  to  what  the  facts 
were  regarding  the  examination  of  local  national  banks.  Let  me. 
however,  call  your  attention  to  the  fact  that  prior  to  the  passage  of 
the  Federal  reserve  act  of  December  23,  1913,  the  law  provided  for 
the  examination  of  national  banks,  such  examinations  to  be  made  at 
such  times  as  in  the  judgment  of  the  comptroller  might  be  expedient 
or  necessary.  Prior  to  the  passage  of  the  Federal  reserve  act  there 
was  no  requirement  in  the  law  that  national  banks  should  be  ex- 
amined twice  each  calendar  year.  That  provision,  however,  was 
inserted  in  the  Federal  reserve  act  and  is  a  part  of  the  law  as  it  now 
stands.  It  had  been  the  custom  to  examine  them,  as  a  general  rule, 
about  twice  a  year. 

Mr.  Hogan  failed  to  tell  }'ou  that  requirement  arose  from  a  stat- 
ute which  had  just  gone  into  eifect  about  the  beginning  of  1914, 
which  involved  the  reorganization  and  enlargement  and  extension 
of  the  examining  force  of  the  comptroller's  office,  and  I  do  not  be- 
lieve that  any  fair-minded  critic  wTould  charge  the  comptrollers 
office  with  neglect  of  duty  if  he  had  been  unable  to  put  the  machin- 
ery in  operation  to  provide  for  the  absolute  examination  imme- 
diately of  all  of  the  8,000  banks  twice  a  year,  as  the  law  provides. 
Furthermore,  you  will  find  that  the  law  in  some  States,  or  the 
ordinances,  provide  that  each  ward  shall  have  a  fire  engine,  or  a 
certain  number  of  fire  engines  in  the  ward.  That  does  not  mean  to 
say  that  if  there  should  be  a  fire  in  some  other  ward  that  that  par- 
ticular fire  engine  and  the  men  from  the  fire  department  stationed 
there  should  not  go  to  the  scene  of  the  conflagration ;  and  no  sane 
person  would  criticize  the  fire  department  of  one  ward  for  going  to 
a  large  fire  in  another  ward. 

It  is  true  that  with  the  numerous  additional  burdens  and  responsi- 
bilities which  were  thrown  upon  the  comptroller's  office  following  the 
inauguration  of  the  Federal  Reserve  act,  in  the  latter  part  of  the  year 
1913,  we  were  unable  instantly  to  arrange  for  the  examination  twice 
that  year  of  all  national  banks  in  the  entire  country,  although,  as  a 
rule,  they  wTere  pretty  well  examined.  In  Washington  we  did  pro- 
vide that  every  national  bank  was  examined,  not  only  in  the  year 
1913,  but  in  the  vear  1914,  and  in  the  vear  1915. 

Mr.  Hogan's  implication  to  the  committee  that  it  was  not  done 
in  either  1914  or  1915  is  untrue.  They  were  examined  at  least  once 
each  vear — everv  bank  in  the  District,  but  they  were  not  examined 
twice  for  the  reasons  which  I  have  endeavored  to  make  apparent. 

The  Chairman.  If  you  have  it  there,  just  put  into  the  record  a 
statement  of  what  banks  were  examined  once,  and  what  banks  were 
examined  twTice  in  1915. 

Mr.  Williams.  With  your  permission,  I  will  put  in  the  record  a 
list  showing  the  number  of  examinations  for  each  bank  in  the  vears 
1913, 1914,  and  1915. 

The  Chairman.  Very  well. 

Mr.  Williams.  I  call  your  attention  to  the  fact  that  I  was  not 
Comptroller  of  the  Currency  in  the  year  1913,  in  which  year  there 
were  a  number  of  banks  which  were  only  examined  once,  as  there 
were  in  the  vear  1914.  I  think  it  is  fair  that  that  statement  should 
be  made. 

The  Chairman.  You  have  got  there  a  list  of  all  the  banks? 

Mr.  Williams.  National  banks. 
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The  Chairman.  All  that  come  under  vour  supervision? 

Mr.  Whjliams.  No;  all  national  banks,  and  building  fund  asso- 
ciations, and  trust  companies,  also,  to  a  certain  extent,  come  under 
the  comptroller's  supervision.  I  am  giving  you  all  the  national 
banks. 

The  Chairman.  Very  well ;  that  is  enough. 

(The  statement  referred  to  by  the  comptroller  is  as  follows:) 

DATES    OF    AIX   EXAMINATIONS    OF    NATIONAL    BANKS    IN    WASHINGTON,    D.    C,    FOR 

THE  YEABS    1013,    1014,   AND   1015. 

Farmers  Mechanics  of  Georgetown,  D.  C,  1913,  August  26,  1914,  February 
27,  October  28 ;  1915,  October  21. 

Second.  1913,  September  11 ;  1914,  June  22 ;  1915,  March  8. 

American.  1913,  March  27 ;  1914,  March  4,  December  16 ;  1915,  October,  25. 

Columbia.  1913,  August  29 ;  1914,  June  1 ;  1915,  March  4. 

Commercial.  1913,  April  7;  1914,  April  28;  1915,  February  23. 

District.  1913,  March  10 ;  1914,  April  22 ;  1915,  February  3. 

Federal.  1913.  September  6 ;  1914,  June  10 ;  1915,  March  2. 

Franklin.  1913  ( not  opd )  ;  1914,  April  4,  September  23 ;  1915,  May  24. 

Lincoln.  1913,  September  4 ;  1914,  June  12 ;  1915,  March  19. 

National  Bank  of  Washington.  1913,  February  3,  July  9 ;  1914,  June  17 ;  1915, 
March  11. 

National  Capital.  1913,  August  28;  1914,  February  25,  October  20;  1915, 
October  12. 

National  Metropolitan.  1913,  February  10;  1914,  February  27,  November  10; 
1915   October  14. 

Riggs.  1913,  May  15,  October  16;  1914.  May  18,  November  13;  1915,  August 
16,  December  30. 

The  Chairman.  I  understood  you  to  say  they  were  all  examined 
once? 

Mr.  Williams.  At  least  once. 

Mr.  Hogan  offers  as  an  excuse  for  the  refusal  of  the  Riggs  Na- 
tional Bank  to  permit  the  national  bank  examiner  to  get  certain 
information  from  the  books  of  the  bank  in  June,  1914,  relative  to 
bank  balances,  the  claim  that  several  years  previously  a  previous 
Comptroller  of  the  Currency  had  issued  orders  to  national  bank 
examiners  to  desist  from  the  drawing  of  deposit  balances  from  the 
national  banks,  or  from  national  banks  in  certain  places — I  do  not 
know  whether  it  covered  absolutely  the  whole  country,  or  whether 
there  were  any  exceptions.  I  ask  your  special  attention  to  the  fact 
that  Comptroller  Murray's  circular  of  December  20,  1909,  to  which 
he  appears  to  refer,  was  addressed  to  all  national  bank  examiners, 
and  instructed  them  that  from  that  date  and  thereafter  they  were 
to  take  no  records  of  deposits  of  national  banks,  and  to  destroy  all 
records  they  had  taken  relative  to  deposits  of  national  banks.  The 
records  of  this  office  do  not  indicate  in  any  way  that  this  circular 
ever  went  to  national  banks,  or  was  ever  intended  for  national 
banks.  On  the  contrary,  it  has  been  the  practice  of  the  office  for 
years  to  regard  communications  to  national  bank  examiners  as 
strictly  confidential  communications  for  them  only,  and  not  to  be 
shown  or  exhibited  to  national  banks  which  they  are  examining. 
The  comptroller's  office  has  discovered,  though,  that  one  or  more 
communications  in  the  past,  intended  for  bank  examiners,  in  some 
way  or  another  had  gotten  into  the  custody  of  the  officers  of  the 
banks;  and  I  recall  one  occasion  during  the  course  of  this  corre- 
spondence where  the  comptroller's  office  was  surprised  to  find  one 
of  these  confidential  communications  in  the  possession  of  the  officers 
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of  the  Riggs  Bank,  and  endeavored  unsuccessfully  to  find  out  how 
they  had  obtained  it. 

The  Chairman.  What  was  it;  do  you  know? 

Mr.  Williams.  It  was  some  official  communication,  intended  for 
examiners  only.    I  forget  the  particular  one,  but  I  can  find  it. 

The  Chairman.  Before  I  forget  it:  Did  you  examine  the  other 
national  banks  twice  in  1915,  outside  of  Washington? 

Mr.  Williams.  As  a  rule,  yes;  not  in  all  cases.  As  I  have  ex- 
plained, we  had  not  gotten  the  machinery  effected  to  enable  us  to 
make  complete  examinations  of  all  the  national  banks. 

The  Chairman.  Mr.  Hogan  claims  that  you  made  an  exception 
of  the  banks  in  Washington. 

Mr.  Williams.  I  am  sorry  to  say  that  our  equipment  of  examin- 
ers was  not  sufficient  to  enable  us  to  give  two  examinations  to  all  the 
national  banks,  although  we  did  it  as  far  as  practicable. 

The  Chairman.  Were  there  many  banks  that  year,  outside  of 
Washington,  that  were  not  examined  ? 

Mr.  Williams.  I  think  there  were  probably  several  hundred. 

The  Chairman.  But  that  is  all  ? 

Mr.  Williams.  What? 

The  Chairman.  Not  more  than  that? 

Mr.  Williams.  For  example,  here  is  a  memorandum  from  which 
it  appears  that  in  New  York  City  there  were  33  national  banks 
the^e,  and  29  of  them  were  examined  once,  and  only  3  examined 
twice,  owing  to  the  pressure  upon  the  force.  In  Louisville,  Ky., 
there  were  8  national  banks;  5  of  them  examined  once,  and  3  ex- 
amined twice.  In  Dallas,  Tex.,  there  were  5  national  banks;  4  ex- 
amined once,  and  1  examined  twice.  In  St.  Louis  there  were  7  na- 
tional banks ;  5  examined  once,  and  2  examined  twice. 

So  it  was  merely  that  we  had  not  been  able 

The  Chairman.  The  total  number  of  banks  that  were  not  exam- 
ined twice  was  small  in  proportion  to  the  number  examined  once? 

Mr.  Williams.  I  can  give  you  that  information  if  you  would 
like  it. 

The  Chairman.  No  ;  I  just  asked  you 

Mr.  Williams:  I  should  say  there  were  several  hundred;  not 
many.  You  will  find  in  New  York  that  the  proportion  of  banks 
examined  twice  was  about  the  same  as  in  Washington,  as  I  fead  it 
In  St.  Paul,  probably  the  same;  St.  Louis  about  the  same,  I  guess. 
If  you  wish  any  further  figures 

The  Chairman.  That  is  sufficient  for  my  purpose. 

Mr.  Williams.  I  remind  you,  Mr.  Chairman,  that  the  Federal 
reserve  system  was  only  put  into  effect  in  the  autumn  of  1914,  and 
the  country  divided  into  12  examining  districts,  under  the  charge 
of  12  chief  examiners.  The  readjustments  were  in  process  and  we 
had  not  built  the  force  up  to  a  point  where  we  could  carry  out  fully 
the  requirements  and  provisions  of  the  law  in.  that  respect;  but  I 
do  not  think  there  was  any  negligence  on  the  part  of  the  comptrol- 
ler's office  in  that  matter.  They  were  proceeding  as  rapidly  as  they 
could  with  the  force  at  hand. 

Now,  Mr.  Chairman,  I  want  to  call  your  attention  to  another  ex- 
ceedingly disingenuous  and  misleading  statement  which  was  empha- 
sized before  this  committee  by  Mr.  Hogan.  On  page  83  he  quotes 
a  list  of  the  loans  which  had  been  made  to  the  four  leading  officers 
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of  the  Riggs  National  Bank  up  to  the  tune  that  this  controversy 
began.  He  charges  that  that  statement  willfully  produced,  and  was 
intended  to  produce,  an  incorrect  and  exaggerated  impression.  His 
charges  are  willfully  and  knowingly  false,  in  my  opinion,  as  I  will 
endeavor  to  show  you. 
He  says,  at  page  84 : 

I  will  show  you  the  scurrilous  criticism  of  those  loans  when  they  were  made 
in  other  banks,  although  he  did  not  criticize  the  other  banks. 

We  will  assume  Mr.  Ailes  had  $75,000  collateral,  and  he  borrowed  $50,000 
on  his  note.  I  illustrate  this  by  writing  because  I  think  you  gentlemen  can 
follow  it.  At  the  end  of  a  quarter  he  makes  a  $5,000  curtail  in  addition  to  pay- 
ing interest,  and  gives  a  new  note  for  $45,000.  At  the  end  of  the  next  quarter 
he  makes  a  $5,000  curtail,  and  gives  a  new  note  for  $40,000.  At  the  end  of  the 
next  quarter,  in  order  to  make  this  short,  let  us  say  he  makes  a  $10,000  curtail, 
and  gives  a  new  note  for  $30,000.  He  has  borrowed  $50,000,  and  he  has  been 
making  inroads  into  it  Williams  takes  those  notes,  each  one  of  those  renewals, 
and  he  says  Mr.  Ailes  borrowed  $165,000,  and  in  that  way  in  18  years  he  reaches 
the  alarming  total  of  $2,500,000  borrowed  by  Mr.  Glover,  or  $584,000  borrowed 
by  Mr.  Ailes. 

Mind  you,  he  says  *'  in  that  way  " — in  other  words,  he  charges  that 
I  had  exaggerated  by  that  method  the  loans  made  by  Mr.  Ailes  and 
Mr.  Glover  three  and  three-tenths  times;  in  other  words,  that  when 
they  would  borrow  $50,000  I  charged  they  were  borrowing  $165,000, 
or  three  and  three-tenths  times  more  than  they  borrowed. 

To  begin  with,  I  wish  to  say  that  the  table  showing  these  loans  was 
not  prepared,  obviously,  by  me.  That  table  was  prepared  by  the 
bank,  was  it  not,  Mr.  Trimble? 

Mr.  TRiMBiiE.  Prepared  from  a  list  furnished  by  the  bank. 

Mr.  WiiiUAMS.  I  mean  the  table  from  which  these  loans  were  got- 
ten was  prepared  by  the  bank ;  and  I  would  suggest  that  here  is  the 
original  table  of  the  list  of  loans  from  which  the  table  was  prepared, 
and  if  you  desire  to  do  so,  I  would  suggest  that  you  print  it  in  the 
record. 

The  Chaibman.  Just  in  a  word,  Mr.  Williams,  you  can  state  to 
the  committee  what  percentage  of  the  loans  were  as  indicated  by 
Mr.  Hogan. 

Mr.  Williams.  I  have  asked  the  national-bank  examiner  to  make 
an  analysis  of  the  loans  and  find  out,  if  possible,  to  what  extent,  if  any, 
loans  were  increased  by  such  renewals.  Mr.  Hogan  states  in  his  tes- 
timony, or  admits  in  his  testimony,  that  in  presenting  that  original 
list  the  comptroller  in  that  statement  had  called  attention  to  the  fact 
that  there  might  be  some  duplications  on  account  of  loan  renewals. 
He  said  it  was  placed  in  an  obscure  place.  That  statement  is  false 
and  misleading,  because  it  is  in  the  body  of  the  text  and  as  promi- 
nent as  anything  else  connected  with  the  statement,  and  intended  to 
be  for  the  notice  of  anyone  reading  it,  in  the  event  that  there  might 
have  been  such  renewals.  I  knew  nothing  as  to  what  the  renewals 
were.  Here  is  a  memorandum  which  the  national-bank  examiner  has 
prepared  in  response  to  my  request 

The  Chairman.  It  seems  to  me  entirely  unnecessary  to  print  that 
long  document  in  the  record,  if  you  can  state  what  percentage  of 
them  are  renewals. 

Mr.  Williams  (reading) : 

Memorandum  for  the  comptroller. 

Referring  to  Mr.  Hogan's  claims  that  the  borrowings  of  President  Glover  and 
Vice  Presidents  Flather  and  Ailes  of  the  Biggs  National  Bank,  from  the  date 
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of  its  organization  to  1914,  as  set  forth  in  your  decision  upon  the  application 
of  the  bank  for  an  extension  of  its  charter,  were  made  up  largely  of  duplications 
due  to  the  inclusion  of  both  original  loans  and  renewals  thereof,  I  find  from 
an  examination  of  the  original  reports  of  the  bank  from  which  the  figures 
appearing  in  your  decision  were  obtained,  the  following  to  be  the  real  facts — 

The  Chairman.  Is  that  a  summary  there  ? 

Mr.  Williams.  It  is  very  short.     [Continuing  reading:] 

Of  the  loans  to  Mr.  Glover  aggregating  $2,534,877,  as  set  forth  in  your  de- 
cision, it  appears  that  $386,000  were  marked  renewals  and  $476,000  bear  evi- 
dence on  examination  of  being  renewals,  although  not  so  marked — 

Although  they  were  marked  "Paid,"  not  renewed.  [Continuing 
reading :] 

Which  leaves  the  amount  of  loans  made  to  him  during  the  period  under 
consideration,  exclusive  of  renewals — 

and  giving  him  the  benefit  of  the  widest  interpretation — 

$1,672,377. 

The  Chairman.  Suppose  you  put  in  there  Mr.  Flather's  loans  and 
Mr.  Ailes's. 

Mr.  Williams.  I  am  going  on  a  little  further.  Based  upon  Mr. 
Hogan's  statement,  if  the  calculations  had  been  made  as  he  falsely 
urges,  the  amount  of  the  loans  would  be  nearly  $6,000,000.  The 
amount  is  shown  here,  however,  in  the  record  to  have  been  approxi- 
mately two  and  one-half  millions,  including  renewals  to  which  atten- 
tion was  called  in  the  text.    [Continuing  reading :] 

The  statement  furnished  by  the  bank  as  to  loans  made  to  Mr.  Ailes  during 
this  period,  indicates  that  each  loan  was  "  paid  "  on  a  date  stated,  but  a  careful 
analysis  of  the  statement  discloses  that  on  the  dates  on  which  certain  of  these 
loans  are  reported  to  have  been  "paid"  other  loans  were  made  to  Mr.  Ailes 
in  which  the  same,  or  a  part  of  the  same  collateral,  appear.  If  we  should 
therefore  consider  Instances  of  this  kind  as  "  renewals  "  of  loans,  the  renewals 
would  aggregate  about  $06,646.02,  making  his  total  loans  during  the  period 
mentioned,  exclusive  of  these  possible  renewals,  $488,208.25. 

According  to  Mr.  Hogan's  false  calculation  if  that  had  been  true 
they  would  have  represented  about  $1,600,000  or  $2,000,000.  It  is 
stated  in  this  estimate  here  at  something  over  $500,000. 

Mr.  Chairman,  the  examiner  reports  that  the  statements  as  to  the 
loans  of  the  Messrs.  Flather  in  the  shape  in  which  they  were  presented 
by  the  bank  did  not  enable  him  to  make  similar  analyses,  but  if  you 
desire  it  I  shall  be  very  glad  to  call  upon  the  bank  to  present  a  state- 
ment which  will  enable  us  to  make  a  similar  analysis  ox  their  accounts 
as  well. 

The  Chairman.  No  ;  it  is  unimportant.  You  can  leave  that  state- 
ment with  the  committee.  Mr.  Hogan  states,  at  the  top  of  page  84, 
that  the  bank  lost  nothing  on  account  of  these  loans. 

Mr.  Williams.  The  loans  to  its  officers? 

The  Chairman.  Yes. 

Mr.  Williams.  I  should  be  very  happy  if  I  can  inform  you  on 
that  point.  The  Supreme  Court  of  the  District,  in  its  decision,  de- 
clared that  I  would  have  the  right  to  ask  for  that  information.  I 
did  ask  for  the  information  as  to  the  loans  made  to  officers,  and  the 
bank  refused  to  give  it.  If  I  should  ask  now,  in  the  light  of  that 
decision,  I  could  get  that  information  for  you. 

The  Chairman.  You  have  no  knowledge  of  it? 
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Mr.  Williams.  I  have  not.  It  was  the  refusal  of  the  bank  to  fur- 
nish information  in  regard  to  direct  and  indirect  and  dummy  loans 
to  officers  that  occasioned  the  court  proceedings.  Again,  on  page  66, 
Mr.  Hogan  says : 

Id  May,  1914,  one  year  after  that,  Examiner  Trimble,  assisted  by  various 
assistants,  made  a  rei>ort.  We  repeatedly  asked  the  Comptroller  of  the  Cur- 
rency whether  or  not  there  was  in  that  report  any  matter  that  ought  to  be 
brought  to  our  attention  for  correction.  So  far  as  my  recollection  now  goes, 
up  to  this  date,  neither  that  report  nor  any  extract  that  has  been  sent  to  that 
bank  has  contained  any  criticism,  and,  therefore,  if  there  was  any  criticism,  it 
has  not  been  made  known  to  the  bank. 

That  is,  I  believe,  a  repetition  of  a  similar  statement  which  he  had 
made  earlier  in  the  hearings.  I  have  answered  that,  I  think,  by  ex- 
cerpts from  letters  of  criticism,  which  have  already  been  introduced 
this  morning,  and  if  that  is  not  sufficient  I  will  be  pleased  to  in- 
troduce more.  Mr.  Chairman,  on  page  67  and  subsequent  pages  Mr. 
Hogan  devotes  a  great  deal  of  space  and  time  to  the  discussion  of 
an  incident  in  the  summer  of  1914  when  the  Biggs  Bank  called  upon 
the  Treasury  to  expedite  the  printing  of  $1,000,000  of  new  currency. 
The  statements  of  the  Riggs  Bank  m  that  connection  were  contra- 
dictory, as  shown  by  the  record.  I  will  call  your  attention  to  one  or 
two  places  presently.    The  real  facts  were  these : 

There  had  been  stored  in  the  vaults  of  the  Treasury  some  four  or 
five  hundred  million  dollars  of  national  bank  notes  to  be  issued  when 
needed  under  the  terms  of  the  Aldrich-Vreeland  emergency  currency 
law..  Upon  the  outbreak  of  the  European  war  the  comptroller's  office 
was  flooded  with  applications  from  the  currency  associations  through- 
out the  countiT  for  currency,  from  banks  that  needed  it  and  needed 
it  instantly.  I'he  greatest  pressure  was  at  New  York ;  and  upon  the 
outbreak  of  the  war  the  Treasury  was  kept  open  all  day  Sunday, 
August  1,  I  think  it  was,  or  the  2d,  and  all  night  long,  preparing 
currency  for  shipment  to  New  York,  to  Boston,  and  to  the  big 
cities  to  have  it  rertd}r  there  for  the  opening  Monday  morning  and 
Tuesday  morning  when  the  situation  was  likely  to  become  more  and 
more  acute. 

The  situation  was  an  exceedingly  grave  one,  but  it  was  handsomely 
and  efficiently  met  by  the  courageous  action  of  Secretary  McAdoo  in 
arranging  for  the  distribution  of  this  currency  where  it  was  most 
needed,  and  immediately.  The  Secretary  of  the  Treasury  and  the 
Comptroller  of  the  Currency  were  necessarily  in  very  close  touch  with 
that  situation  and  had  information  as  to  the  places  where  the  cur- 
rency was  most  needed  and  the  banks  to  which  it  should  be  given 
first  and  whose  applications  were  pouring  in.  The  best  proof  of 
the  wisdom  of  the  course  pursued  by  the  Treasury  Department  and 
the  Secretary  of  the  Treasury  at  that  time  is  the  results  which  were 
obtained.  Currency  was  supplied  where  it  was  needed  and  the  ship 
was  kept  on  an  even  keel.  Here  and  there  where  a  bank  would  notify 
the  Treasury  that  it  must  have  hundreds  of  thousands  or  millions  in 
currency,  orders  were  rushed  into  the  bureau  in  cases  where  the 
currency  was  not  on  hand,  to  engrave  the  new  notes;  and  the 
Bureau  of  Engraving  and  Printing  was  running  24  hours  a  day. 
Some  of  the  people  there  were  working  not  only  in  two  or  three 
shifts,  but  in  24-hour  shifts,  in  order  to  meet  that  situation. 
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The  Riggs  Bank  about  that  time  had  in  the  vaults  of  the  Treasury, 
I  think  it  was  about  $200,000  in  notes  which  had  not  been  called 
for  and  were  not  apparently  needed  at  that  time.  They  sent  in  an 
order  to  have  engraved  for  them  a  million  dollars  of  additional 
notes.  When  the  order  was  received,  knowing  that  the  bank  had 
already  a  considerable  amount  ahead,  and  that  there  was  no  applica- 
tion pending  from  any  currency  association  from  the  Biggs  Bank 
necessitating  immediate  and  emergency  action,  I  asked  the  Biggs 
Bank  to  advise  the  office  in  regard  to  the  collateral  which  it  might 
have  available  for  the  issuance  to  it  of  emergency  currency.  That 
inquiry  appears  to  have  been  resented  by  the  bank,  and  they  sent  in? 
in  response  to  my  inquiry  as  to  their  eligible  collateral,  certain  lists 
of  securities  on  the  theory  if  they  should  have  to  ask  for  emergency 
currency — and  they  had  not  asked  for  it — they  would  expect  to  put 
up  such  and  such  class  of  collateral.  I  told  them  that  under  the 
law  the  collateral  of  the  class  suggested  by  them  was  not  eligible 
and  available,  and  asked  what  else  they  had.  The  character  of  their 
correspondence  was  so  evasive  and  so  unsatisfactory,  Mr.  Chairman 
and  gentleman,  that  I  felt  a  real  concern  to  ascertain  how  they  were 
off  for  collateral  which  they  could  use  for  that  currency ;  and  it  was 
the  pursuance  of  those  investigations  which  appears  to  have  occa- 
sioned a  great  deal  of  irritation  on  the  part  of  the  bank's  officers  and 
a  great  deal  of  needless  correspondence.  But  that  is  the  long  and 
short  of  that  incident. 

I  will  also  say  that  Mr.  Hogan's  statement  to  you  is  exceedingly 
unfair  and  misleading  in  intimating  that  in  calling  for  thein  to 
present,  as  I  did,  later  on  in  the  course  of  the  correspondence,  a  list 
of  their  assets  or  securities  which  would  be  available  as  a  basis  for 
loans  with  Federal  reserve  banks,  or  what  we  call  eligible  paper- 
as  a  matter  of  fact,  Mr.  Chairman,  that  bank  was  not  discriminated 
against  in  requesting  them  to  supply  the  office  with  such  data  as  that, 
for  I  have  several  times — I  do  not  know  exactly  how  many  times— 
since  the  inauguration  of  the  Federal  reserve  system  called  upon 
all  of  the  national  banks  to  furnish  precisely  that  information ;  that 
is  to  say,  the  amount  of  eligible  paper  which  they  held  and  which 
would  be  available  as  a  basis  for  loans  to  the  Federal  reserve  banks. 

The  Chairman.  Do  you  know  the  total  issue  of  currency  by  that 
Aldrich-Vreeland  bill? 

Mr.  Williams.  About  three  hundred  and  eighty  millions. 

The  Chairman.  That  is,  that  was  taken  by  the  banks? 

Mr.  Williams.  Yes,  sir.  But  I  thought  it  important  that  my  office 
should  know  the  condition  of  all  the  banks  as  to  assets  which  they 
had  available  for  loans  from  the  Federal  reserve  banks. 

I  want  to  emphasize  the  fact  that  that  has  probably  been  called 
for  by  me  possibly  half  a  dozen  times,  probably  six  or  eight  times, 
of  all  the  banks  in  the  entire  United  States.  I  felt  is  essentially 
important,  Mr.  Chairman,  at  that  time,  in  view  of  the  conditions  of 
affairs  which  had  been  developed  as  to  the  management  and  conduct 
of  its  business  by  the  Biggs  Bank  to  assure  myself  as  to  their  con- 
dition in  that  respect. 

In  discussing  a  few  moments  ago,  Mr.  Chairman,  the  stocks  which 
were  being  carried  as  collateral  for  loans  by  the  officers  of  the  bank, 
I  mentioned  the  fact  that  Mr.  Hogan,  in  quoting  these  stocks,  had 
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omitted  the  prices.    That  quotation  to  which  I  referred  at  that  time 
will  be  found  on  page  73. 

On  page  76  Mr.  Hogan  quoted  an  extract  from  a  letter  from  the 
bank  officials  to  the  comptroller,  dated  July  17,  1914,  in  which  he 
savs: 

If,  notwithstanding  all  the  above  facts,  you  are  of  opinion  that  any  practice 
of  this  bank,  or  of  its  officers,  does  violate  either  the  law  or  the  rules  and 
regulations  of  your  office,  then  we  respectfully  submit  that  you  should  inform 
us  specifically  as  to  each  and  every  of  such  practices  to  which  you  object,  and 
your  reason  for  so  objecting.  Upon  the  receipt  of  such  information  we  shall 
at  once  do  all  in  our  power  to  comply  with  any  legal  instructions  or  sugges- 
tions that  you  may  give. 

The  bank  appears  to  reserve  to  itself  the  right  to  interpret  the 
law,  as  they  did  in  the  correspondence  which  followed. 

The  Chairman.  I  suppose  that  they  would  have  the  same  right 
that  you  would,  in  that  respect. 

Mr.  Williams.  Do  vou  think  so;  or  do  you  think  that  a  little 
more  attention  should  be  given  to  the  Federal  Government  as  to  the 
interpretation  of  the  law  f 

The  Chairman.  It  might  be  so  in  a  case  of  importance,  that  the 
bank  would  have  the  right  to  resist  on  legal  grounds  and  wait  for 
the  court  to  pass  upon  the  question.    It  seems  to  me  that  is  very  clear. 

Mr.  Williams.  les.  They  claim,  as  I  have  shown  you,  that  I  did 
not  submit  criticisms.  At  this  point  I  merely  refer  to  the  testimony 
which  has  already  been  given  on  that  subject. 

On  page  79  Mr.  Hogan  says : 

Mark  you,  gentlemen,  this  correspondence  and  this  fight  were  being  carried 
on  by  this  man  against  the  only  bank  two  of  whose  officers  had  appeared  before 
the  Banking  and  Currency  Committee  of  the  Senate  in  opposition  to  his  con- 
firmation. 

Xow,  Mri  Chairman,  in  all  fairness  I  respectfully  submit  that  the 
fact  that  two  of  the  officers  of  that  bank  appeared"  against  my  con- 
firmation five  years  ago  should  not  be  regarded  as  giving  them  an 
immunity  bath.  It  is  not  fair  to  say  that  because  they  have  appeared 
the  comptroller  ?hall  never  criticize  them  or  discipline  them  or  in- 
vestigate their  bank.  I  agree  with  you  that  it  is  proper  that  I  should 
exercise  great  care  and  discretion  in  proceeding  against  a  bank  whose 
officers  may  have  opposed  the  comptroller  or  the  comptroller's  office, 
but  I  can  not  agree  with  the  fact  that  that  should  relieve  them  of  the 
necessity  of  obeving  the  law  and  conducting  their  bank  in  accordance 
with  sound  and  honest  practices.  I  want  to  say  that  the  fact  that 
they  appeared  before  the  Banking  and  Currency  Committee  did  not 
affect  the  bank  one  way  or  the  other.  The  Riggs  National  Bank 
has  been  investigated  as  any  other  bank  has  been,  or  would  be  in- 
vestigated, whose  officers  may  have  appeared  or  may  not  have  ap- 
peared to  oppose  the  nomination  of  the  Comptroller  of  the  Currency ; 
and  I  think  I  have  already  probably  shown  you  enough  of  the  in- 
ternal administration  of  that  bank  to  justify  the  investigations  which 
were  taken  up  in  the  summer  of  1914  following  the  reporting  to  the 
comptroller's  office  by  the  national-bank  examiner ;  but  I  shall  show 
vou  others. 

I  will  refer  once  more  to  the  criticism  upon  which  Mr.  Hogan 
enlarged  in  regard  to  the  attempted  examination  of  the  bank's  books 
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by  the  national-bank  examiner  or  the  assistant  examiner  on  June  9, 
1914;  the  bank  refusing  to  permit  the  national-bank  examiner  to 
make  a  memorandum  from  its  ledgers  and  claiming  as  its  justifica- 
tion a  confidential  order  to  national-bank  examiners  promulgated  five 
years  before.  The  Comptroller  of  the  Currency  had  the  right,  the 
complete  right,  to  change  that  order  at  any  moment,  and  it  was  not 
necessary  to  change  that  order  to  all  the  banks  at  the  same  time. 
While  that  order  was  in  force  as  to  examiners  generally,  the  comp- 
troller had  an  undisputed  right  to  send  any  examiner  into  any  bank 
to  get  any  information  of  that  sort  or  any  other  information  relating 
to  the  bank's  affairs  and  condition ;  and  there  was  no  possible  justifi- 
cation for  the  position  taken  by  the  bank  that  there  must  be  issued 
and  printed  some  order  recalling  that  printed  notice  a  copy  of  which 
the  bank  had  got  possession  of  in  some  manner  not  disclosed. 

Mr.  Chairman,  m  the  early  part  of  this  hearing  I  called  your  atten- 
tion, I  think,  to  a  statement  which  had  been  made  by  Mr.  Hogan  to 
the  effect  that  he  had  always  furnished  information  fully  and  com- 
pletely as  far  as  it  was  humanly  possible.  I  now  call  your  attention 
to  another  statement  to  the  same  effect  made  by  him  on  page  86  in 
which  he  savs : 

There  was  never  a  time  when  he  asked  anything  when  he  was  not  given  the 
full  facts,  absolutely,  as  completely  as  exhaustive  labor  could  give  it  to  hiin. 

That  statement  is  a  complete,  downright  misstatement.  I  can  re- 
fer to  the  specific  request  made  by  this  office  for  a  list  of  the  bank's 
dummy  loans  to  its  officers  and  their  families  upon  the  refusal  of 
which  the  comptroller's  office  assessed  a  fine  of  $5,000;  and  yet  he 
tries  to  put  that  statement  over  on  this  committee. 

Only  oecause  of  your  suggestion,  Mr.  Chairman,  that  I  should  be 
careful  to  deny  specific  misstatements  in  so  many  cases,  I  call  your 
attention  again  to  the  statement  on  page  89,  where  Mr.  Hogan  says, 
in  referring  to  Mrs.  Glover's  overdraft,  that  in  this  case  the  bank 
examiners  knew  and  the  comptroller  knew  and  everybody  in  the  bank 
knew  these  were  both  Mr.  Glover's  accounts. 

I  did  not  know  it,  nor  did  the  examiners  know  it,  nor  did  anybody 
in  the  bank  know  it,  nor  do  I  believe  it  was  true. 

The  Chairman.  In  regard  to  your  denials  of  Mr.  Hogan,  I  did  not 
intend  to  embrace  the  statements  that  you  yourself  consider  of  no 
great  consequence.  I  meant  any  statement  which  Mr.  Hogan  made 
which  you  deem  to  be  of  importance. 

Mr.  Williams.  Frankly,  Mr.  Chairman,  I  do  not  regard  any  of 
them  as  important,  because  they  are  so  obviously  false. 

The  Chairman.  As  affecting  your  official  conduct. 

Mr.  Williams.  You  mean  it  true,  if  they  had  been  true  ? 

The  Chairman.  Yes;  that  would  in  any  way  reflect  upon  your 
administration. 

Mr.  Williams.  There  are  a  great  many  charges  and  criticisms 
which  I  have  resented  and  denounced  as  false2  and  I  know  how  I 
should  view  them  if  I  were  a  member  of  this  committee,  but  as 
Comptroller  of  the  Currency  I  do  not  know  exactly  how  I  should 
deal  with  them,  except  to  pick  them  out  one  by  one  and  add  to  that  a 
general  denial. 

Mr.  Hogan  makes  a  distorted  and  unfair  reference  here  to  the  in- 
clusion or  noninclusion  in  sogie  list  of  loans  by  the  Kiggs  Bank  to 
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Treasury  officials  of  a  certain  old  loan  made  by  former  Secretary 
Carlisle.  I  denounce  the  motive  which  he  ascribes  to  that  incident, 
if  his  facts  were  correct ;  but  I  hardly  think  it  is  worth  while  to  take 
up  the  time  of  the  committee  in  going  into  it. 

I  make  the  same  statement  in  regard  to  his  criticism  of  the  inclu- 
sion or  noninclusion  of  some  note  oy  some  official  of  the  State  De- 
partment bearing  the  indorsement  of  Admiral  Grayson  some  years 
ago. 

I  think  it  might  be  well,  in  passing,  for  me  to  comment  upon  the 
euphemistic  manner  in  which  he  referred  to  a  long  line  of  loans 
which  the  bank  had  been  carrying  through  a  long  period  of  years, 
but  which  had  stopped  or  had  been  abated  several  years  prior  to  my 
taking  office. 

The  Chairman.  I  do  not  think  the  committee  can  be  left  in  any 
doubt  as  to  your  view  upon  that  subject.  I  think  it  has  been  put  into 
the  record.    It  has  been  discussed  several  times. 

Mr.  Williams.  I  do  not  think  I  have  discussed  it,  Mr.  Chairman, 
have  I? 

The  Chairman.  Your  examiners  testified  as  to  the  situation. 

Mr.  Williams.  I  do  not  think  the  examiner  has  testified. 

The  Chairman.  Well,  you  may  proceed. 

Mr.  Williams.  I  do  not  want  to  take  up  your  time  needlessly,  Mr. 
Chairman. 

The  Chairman.  It  may  be  that  I  do  not  remember,  but  I  had  an 
impression  that  the  examiners  went  very  thoroughly  into  the  loans  of 
the  bank  and  their  nature. 

Mr.  Williams.  I  do  not  think  the  examiners  testified  before  this 
committee  in  this  matter. 

The  Chairman.  At  some  time  did  they  not  testify? 

Mr.  Williams.  No. 

The  Chairman.  Well,  then,  you  may  proceed.  I  thought  I  had  a 
distinct  recollection.  It  seemed  to  me  that  the  matter  of  the  charac- 
ter of  the  loans  had  been  gone  into,  but  we  will  probably  save  time 
by  your  proceeding  in  your  own  way. 

Mr.  Williams.  I  only  wanted  to  say  that  Mr.  Hogan's  statement 
on  page  102  in  regard  to  excess  loans,  "  that  is  was  well  recognized 
that  that  was  a  very  stringent  provision  of  law,  and  the  law  came  to 
be  looked  upon  as  admonitory  in  its  character  rather  than  as  manda- 
tory, and  it  had  become  for  years  largely  a  dead  letter."- 

The  Chairman.  Did  they  not  testify  in  the  hearings  last  winter 
with  regard  to  all  these  loans — your  examiners? 

Mr.  Williams.  I  do  not  think  that  the  examiners  have  testified. 
Mav  I  remind  you  that  the  Riggs  Bank  did  not  come  until 

"f  he  Chairman.  Yes ;  I  guess  it  is  another  matter  I  have  in  mind. 
Very  well.    You  may  proceed. 

Mr.  Williams.  I  will  say,  Mr.  Chairman,  that  it  unfortunately 
appeared  to  be  the  attitude  of  some  banks  that  laws  which  they 
thought  it  unprofitable  to  observe  were  admonitory  and  not  manda- 
tory, and  they  disregarded  the  provisions  of  the  statute  when  they 
thought  it  to  their  interest  to  do  so.  This  law  was  not  a  law  whicn 
the  comptroller's  office  ever  disregarded  or  which  they  ever  permitted 
the  banks  to  ignore ;  and  the  record  of  the  past  15  or  20  years  shows 
that  the  Riggs  National  Bank  was  constantly  under  criticism  for  its 
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infractions  of  law  and  disregard  of  the  rules  and  regulations  of  the 
comptroller's  office.  As  opposed  to  the  suggestion  or  statement  made 
by  Mr.  Hogan  to  the  effect  that  the  comptroller  was  very  eager  and 
anxious  to  prevent  the  correspondence  appearing  in  the  record,  I  ask 
that  you  print  in  this  record  the  letters  which  passed  between  the 
Comptroller  of  the  Currency  and  the  Riggs  National  Bank  up  to  the 
time  that  this  controversy  began,  showing  the  many  occasions  on 
which  they  were  under  criticism  and  also  such  portion  as  the  com- 
mittee is  willing  to  print,  or  that  you  will  permit  me  to  introduce  into 
the  evidence  all  the  letters  which  the  comptroller  found  it  necessary 
to  write  the  Riggs  National  Bank  in  his  earnest  and  conscientious 
endeavor  to  bring  the  bank  within  the  law.  I  will  say  that  there 
is  nothing  in  the  correspondence  which 

The  Chairman.  I  remember,  now.  That  was  brought  in  in  Mr. 
Hogan 's  testimony  where  he  had  the  correspondence.  Those  letters 
ate  contained  in  that  correspondence,  are  they  i 

Mr.  Williams.  He  refers  to  correspondence  with  previous  comp- 
trollers, and  that  they  passed  it  over.  I  will  show  by  this  corre- 
spondence, if  I  am  permitted  to  introduce  it,  that  they  were  not 
passed  over,  but  that  they  were  the  subject  of  constant  criticism 
addressed  to  the  bank. 

The  Chairman.  If  you  have  any  letters  of  that  sort,  they  may  be 
put  into  the  record  if  you  wish. 

Mr.  Williams.  All  right.    Thank  you. 

I  want  to  say,  Mr.  Chairman,  that  I  endeavored  in  my  correspond- 
ence with  the  bank 

The  Chairman.  I  do  not  think  it  is  worth  while  to  cumber  the 
record  with  too  many  of  them.  I  will  leave  it  to  your  judgment. 
Y/ou  realize  the  situation.  This  matter  has  been  gone  over  so  many 
times. 

Mr.  Williams.  I  think  so,  too.    It  has  been  decided  by  a  court. 

In  my  correspondence  with  the  bank,  Mr.  Chairman,  my  single 
object  and  my  only  motive  was  to  bring  the  bank  within  the  law  and 
to  protect  its  depositors  and  its  shareholders.  There  were  no  per- 
sonalities or  grievances  as  far  as  the  officials  of  the  bank  were  con- 
cerned, whatsover;  no  grudges  which  had  to  be  satisfied.  It  is  true 
that  their  communications  were  sometimes  of  a  character  well  cal- 
culated to  provoke  the  most  judicial  mind,  and  I  have  no  doubt  that 
some  of  my -communications  were  forcible  and  strong  and  perhaps 
might  be  regarded  by  some  people  as  subject  to  criticism;  but  I  beg 
that  you  bear  in  mind,  Mr.  Chairman,  that  I  felt  that  the  reasonable 
requests  of  the  comptroller's  office  were  being  disregarded  and  his 
questions  were  being  dodged,  and  I  thought  I  was  being  put  to  a 
very  great  amount  of  unnecessary  trouble  and  that  a  great  deal  of 
unnecessary  time  was  being  taken  in  bringing  out  the  facts  and  the 
true  condition  of  that  bank. 

I  want  to  say  emphatically,  however,  and  to  call  your  attention 
especially  to  the  attitude  of  mind  and  temper  with  which  the  contro- 
versy was  opened  on  the  part  of  the  three  or  four  officers  of  the  bank 
whose  testimony  I  read  into  the  record  yesterday,  and  also  bring  to 
your  notice  the  character  and  temper  of  the  letters  which  I  addressed 
to  the  bank,  notwithstanding  the  strong  provocation  to  use  forcible 
language. 
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I  will  at  another  hearing  give  you  the  concrete  evidence  of  some  of 
the  occasions  when  I  found  that  the  bank  was  endeavoring  to  delib- 
erately hide  from  the  comptroller  or  examiners  certain  conditions 
which  were  developed  and  which  were  very  well  calculated  to  pro- 
voke a  public  officer  or  a  man  who  was  endeavoring  to  do  his  best 
for  the  protection  and  aid  of  the  bank  under  investigation. 

On  page  113  Mr.  Hogan  says: 

He  was  deviling  the  very  life  out  of  the  officers  of  thnt  bank  and  requiring 
that  we  £0  Into  our  vaults  and  dig  out  our  records  for  20  years  with  respect 
to  these  loans  when  he  hed  the  data.  He  made  this  table  In  spite  of  the  fact 
that  we  did  not  respond  to  the  January  22  letter.  He  had  the  thing  he  asked 
for,  as  to  all  direct  loans,  or  loans  made  in  the  names  of  officers,  which  was 
part  of  the  official  flies  of  his  office  from  the  national  bank  examiners'  reports. 

That  statement,  Mr.  Chairman,  is  the  reverse  <of  the  truth. 

The  Chair  jian.  What  you  did  has  been  pretty  well  disclosed  by 
the  correspondence. 

Mr.  Wuxiams.  We  realized  that  we  did  not  have  that  informa- 
tion. We  had  it  very  imperfectly  and  had  only  a  portion  of  it  and 
we  were  trying  to  get  that  information  from  the  bank,  and  it  was 
the  bank's  rerusal  to  give  that  very  information  that  caused  the 
assessment  of  the  fine. 

I  shall  give  you  at  another  time  excerpts  from  the  testimony' 
of  one  of  the  bank's  officers  in  which  he  stated  flatly  to  the  examiner 
or  showed  to  the  examiner  that  it  was  impracticable  for  the  examiner 
himself  to  get  the  facts  in  regard  to  the  dummy  loans  which  the 
bank  had  been  making,  and  that  if  the  information  in  regard  to 
those  dummy  loans  was  gotten  at  all  it  would  have  to  be  gotten 
from  the  dummies  and  the  bank's  officers. 

The  Chairman.  If  you  will  put  in  just  what  vou  want  to  insert, 
matters  of  record  that  will  contradict  Mr.  Hogan's  statement,  that  is 
all  that  is  necessary.  If  you  take  too  much  time  to  comment  on  each 
one  of  them 

Mr.  Williams.  I  only  want  to  take  time  enough  to  disprove  them. 

The  Chairman.  Well,  the  records  will  show.  I  do  not  want  to 
limit  your  time  in  any  way,  of  course. 

Mr.  Williams.  I  do  not  know  whether  it  is  worth  while  after  what 
I  have  said  for  me  to  answer  further  the  charge  on  page  115  by  Mr. 
Hogan  that  the  "  primary  safeguard  of  the  depositors  of  the  bank," 
as  he  expresses  it,  namely,  examinations  by  examiners,  was  neglected 
on  the  part  of  the  comptroller's  officer. 

On  pace  116  he  again  reiterates  his  claim  so  frequently  made  that 
we  had  failed  to  criticise  or  to  prevent  matters  which  were  the  sub- 
ject of  criticism,  and  in  the  course  of  an  extract  which  he  quotes  he 
savs: 

If  so,  why  do  you  not  bring  to  our  attention  such  things  as  may  have  met 
with  his  disapproval? 

I  have  shown  you  a  few  of  the  things  which  were  fully  criticised 
and  objected  to. 

On  page  117  he  makes  reference  to  a  loan  on  Rock  Island  stock 
by  one  Musher.  The  circumstances  of  that  loan  as  explained  to  this 
office  at  that  time  were  that  a  large  amount,  a  thousand  shares  or  so, 
of  Rock  Island  stock  had  been  bought  by  the  bank  on  commission 
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AFTERNOON  SESSION. 

The  committee  reconvened,  at  the  expiration  of  the  recess,  at  2.15 
o'clock  p.  m. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS— Besumed. 

Mr.  Williams.  I  think  when  we  adjourned,  Mr.  Chairman,  I  was 
explaining  my  motive  in  making  inquiry  of  the  Riggs  National  Bank 
as  to  the  bank  balances  carried  by  borrowers  of  $500,000  or  more.  I 
think  I  had  just  stated  that  there  were  indications  that  the  funds  of 
the  bank  were  being  used  principally,  or  very  largely  indeed,  for  the 
purpose  of  carrying  on  margin  the  bonds  and  stocks  bought  by  the 
officers  of  the  bank  on  commission.  I  had  explained  the  contradictory 
reports  which  had  been  made  to  the  comptroller's  office  as  to  what 
became  of  the  commissions  which  were  charged  by  the  bank's  officers 
for  the  purchases  and  sales  of  bonds  and  stocks,  and  for  the  negotia- 
tion of  real  estate  loans. 

I  had  stated  that  National  Bank  Examiner  Trimble  had  reported 
to  me  that  he  had  been  assured  by  the  officers  of  the  bank  that  those 
commissions  all  went  to  them  personally,  and  it  seemed  to  me,  there- 
fore, to  be  highly  improper  that  those  officers,  in  order  to  facilitate 
and  carry  on  bond  and  stock  and  real  estate  operations,  should  be 
using  not  only  the  facilities  and  clerical  force  and  office  of  the  bank 
without  rent,  but  that  they  should  also  be  using  the  bank's  capital  and 
deposits  for  the  purpose  of  carrying  on  margin  those  bonds,  stocks, 
and  securities,  many  of  them  very  highly  speculative,  in  which  their 
clients  were  operating.  Mr.  Hogan  has  frequently  stated  to  the  com- 
mittee that  the  nature  and  character  of  those  operations  had  been 
fully  explained  to  previous  examiners,  but  I  was  endeavoring  to 
point  out  to  you  that  whatever  explanation  had  been  made  to  pre- 
vious examiners  was  in  contradiction  of  the  statements  made  by  the 
officers  to  the  last  examiner,  Examiner  Trimble. 

I  shall  now,  with  your  permission,  read  a  letter  which  Examiner 
Trimble  addressed  to  the  comptroller's  office,  or  perhaps  it  may  suf- 
fice if  I  read  such  extracts  from  that  letter  as  relate  to  these  trans- 
actions. On  May  28, 1914,  in  a  letter  addressed  to  the  Comptroller  of 
the  Currency,  National  Bank  Examiner  Trimble,  in  referring  to  this 
subject,  had  said : 

The  real  estate  transactions  of  this  bank  were  handled  In  a  special  account 
in  the  name  of  Charles  O.  Glover  prior  to  April  17,  1914.  Since  April  17,  these 
transactions  have  been  handled  in  an  account  under  the  name  of  William  J.  & 
H.  H.  Flather.  The  Flather  brothers  state  that  they  make  loans  as  individuals, 
on  real  estate  located  in  the  District  of  Columbia,  in  amounts  not  exceeding 
60  per  cent  of  sale  value  of  property,  and  that  these  real  estate  loans  are  sold 
by  them  to  the  customers  of  the  Riggs  National  Bank  who  are  seeking  good 
real  estate  paper  as  an  investment  for  idle  funds.  The  Flather  brothers  state 
and  the  records  show  that  they  retain  all  commissions  and  profits  arising  from 
these  transactions  other  than  the  regular  interest.  The  total  volume  of  this 
business  is  about  $fi00.000  per  annum  and  the  profits  and  commissions  arising 
therefrom  are  about  $5,000  per  annum,  which  is  divided  equally  between  the 
two  Flather  brothers.  They  maintain  that  in  furnishing  the  bank's  depositors 
with  investments  of  this  character  that  a  service  is  rendered  to  the  bank.  The 
demand  for  these  investments  is  shown,  they  claim,  by  the  fact  that  tuey  have 
at  all  times  a  waiting  list  of  dejwsitors  wanting  these  investments. 

President  Charles  C.  Glover  and  Vice  President  H.  H.  Flather  are  both 
members   of   the    Washington   stock   exchange.      All    profits   arising   from   the 
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purchase  and   sale  of  securities  on   the  exchange  by   these  gentlemen   are 
retained  by  them,  the  Riggs  National  Bank  having  no  connection  therewith. 

That  seemed  to  be  a  verv  clear  and  unequivocal  statement.  In 
addition,  to  that  letter  Mr.  'Trimble  makes  the  following  affidavit : 

These  statements  made  by  me  in  the  foregoing  letter,  signed  by  me  May  28. 
1914,  were  based  upon  statement  and  declarations  made  to  me  by  officers  of 
the  Riggs  National  Bank  during  my  examination  of  May  18,  1914,  and  the 
information  was  obtained  while  I  was  in  the  Riggs  National  Bank  making  this 
examination. 

There  Is  no  question  at  ail  about  the  fact  that  the  substance  of  the  state- 
ment made  in  the  first  paragraph  of  page  3  was  made  repeatedly  during 
this  examination  by  the  executive  officers  of  the  Riggs  National  Bank  in  the 
presence  of  each  other,  namely.  Mr.  Glover  and  Messrs.  William  J.  and  H.  H. 
Flather,  and  in  the  definite  and  express  statements  which  they  made  to  me 
to  the  effect  that  these  commissions  were  all  their  personal  property,  and  that 
the  hank  examiner  had  no  right  to  inquire  into  them,  they  were  all  in  entire 
accord ;  and  tkis  position  was  impressed  upon  me  in  explanation  of  their 
unwillingness  or  reluctance  to  permit  me  to  inquire  into  the  details  of  their 
account.  No  suggestion  wras  made  to  me  at  this  time  by  them  to  the  effect 
that  these  commissions  were  being  invested  or  had  been  invested  for  the 
bank's  benefit;  on  the  contrary,  they  took  pains  to  tell  me  that  these  commis- 
sions were  their  private  matters,  into  which  I  had  no  right  to  inquire. 

Jas.  Trimble. 
The  Chairman.  Are  you  reading  now  f rom- 


Mr.  Williams  (interrupting).  Miscellaneous  letters  relating  to 
correspondence  between  the  Treasury  Department  and  the  Riggs 
National  Bank.     These  are  official  communications. 

On  page  15  of  volume  4  of  the  miscellaneous  letters  there  is  this, 
further : 

[National    Bank    Examiner,    Treasury    Department.     Office    of    the   Comptroller    of    the 

Currency.] 

Washington,  />.  C,  June  20,  191J§. 

The  honorable  Comptroller  of  the  Currency, 

Waahingtrm,  D.   C. 

Sir:  In  connection  with  the  examination  of  the  Riggs  National  Bank,  Wash- 
ington, D.  C,  begun  May  18.  1914,  please  allow  me  to  state : 

During  the  examination  of  this  bank  your  examiner,  in  the  presence  of 
W.  J.  Flather,  vice  president,  and  my  assistant,  Mr.  E.  J.  Donahue,  asked 
Mr.  H.  H.  Flather,  cashier,  what  amount  of  real  estate  paper  was  handled 
anuually  by  the  Riggs  National  Bank  through  the  account  of  Glover  &  Flather, 
which  account  appeared  on  the  books  of  the  bank  as  having  been  transferred 
April  17,  1914,  to  the  name  of  Flather  &  Flather,  and  what  amount  of  profit 
was  made  annually  in  the  transactions  recorded  in  this  account,  but  what 
disposition  was  made  of  these  profits. 

Mr.  H.  H.  blather  replied  that  the  annual  volume  of  this  business  was  about 
$300,000,  and  had  been  running  about  this  amount  for  years,  and  that  he  did 
not  know  what  amount  Mr.  Glover  made  out  of  it,  for  the  reason  that  that 
was  Mr.  Glover's  private  business,  but  that  he  and  his  brother,  W.  J.  Flather, 
were  making  about  $5,000  per  annum  out  of  handling  these  real  estate  loans, 
recorded  in  this  account;  and  that  it  was  done  with  the  full  knowledge  and 
approval  of  the  board  of  directors  of  the  bank ;  and  that  the  board  considered 
that  in  doing  this  real  estate  business  they — Flather  brothers — were  rendering 
a  service  to  the  bank  by  furnishing  its  customers  with  good  real  estate  invest- 
ment notes. 

Mr.  W.  J.  Flather  stated  that  the  work  of  examining  and  appraising  the 
property  on  which  these  loans  were  secured  was  done  before  and  after  bank- 
ing hours,  and  did  not  in  any  way  interfere  with  their  duties  at  the  bank. 

On  Wednesday,  May  27,  1914,  your  examiner,  accompanied  by  his  assistant, 
Mr.  E.  J.  Donahue,  called  at  the  Riggs  National  Bank  between  10  and  11 
o'clock  a.  m.  for  the  purpose  of  verifying  information  concerning  the  examina- 
tion in  regard  to  the  disposition  of  the  profits  on  real  estate  operations  of  the 
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officers  of  this  bank.  We  were  invited  into  the  room  of  Vice  President  Ailes  and, 
after  discussing  with  Mr.  Ailes  items  of  expense  and  salaries  paid  by  the  Na- 
tional City  Bank,  New  York,  to  joint  employees  of  the  Riggs  National  Bank,  and 
other  matters,  Mr.  W.  J.  Flather  and  Mr.  H.  H.  Flather  came  into  the  room ;  and 
in  the  presence  of  Mr.  Ailes,  Mr.  Donahue,  Mr.  W.  J.  Flather,  and  Mr.  H.  Ii 
Flather,  I  again  asked  what  profits  were  made  in  handling  the  real  estate 
paper  as  recorded  in  the  account  formerly  carried  on  in  the  name  of  Glover  k 
Flather  and  transferred  to  the  account  of  Flather  &  Flather  April  17,  1914. 

In  answer  to  this  question,  W.  J.  Flather  said  that  the  volume  of  business 
had  been  about  $500,000  per  annum  for  many  years,  while  it  was  carried  on 
by  Messrs  Glover  &  Flather,  and  that  it  was  still  about  the  same  in  volume,  and 
that  they — \V.  J.  Flather  and  II.  H.  Flather— were  making  at  the  rate  of  about 
$5,000  per  annum  out  of  these  real  estate  transactions,  which  they  divided 
equally  between  them.  In  corroboration  of  this  statement,  Mr.  W.  J.  Flather 
said  that  he  would  be  willing  to  show  us  his  income-tax  return. 

No  one  present  contradicted  or  dissented  from  the  statements  made  during 
this  conversation. 
Respectfully, 

J  as.  Trimble,  Examiner. 

Sworn  to  before  me  and  subscribed  in  my  presence  by  James  Trimble  this 
June  20,  1914. 

[seal.]  M.  S.  W.  Day, 

Notary  Public,  District  of  Columbia. 

I,  E.  J.  Donahue,  assistant  to  James  Trimble,  national-bank  examiner,  have 
read  the  foregoing  statements,  which  are  true. 

E.  J.  Donahue,  Assistant  Examiner. 

Sworn  to  before  me  and  subscribed  in  my  presence  by  E.  J.  Donahue  this 
June  20,  1914. 

[seal.]  M.  S.  W.  Day, 

Notary  Public,  District  of  Columbia. 

Mr.  Chairman.  I  think  with  that  evidence  before  the  comptroller, 
the  most  natural  and  obvious  thing  to  do  was  to  pursue  the  investi- 
gation which  I  thereupon  took  up,  to  find  whether  the  capital  and 
resources  of  the  bank  were  being  used  for  the  purpose  of  conducting 
this  private  brokerage  and  real  estate  business  of  these  officers.  That 
was  the  latest  information  I  had.  That  was  the  report  made  to  me 
by  the  national-bank  examiner.  I  had  no  personal  knowledge  on 
the  subject  whatsoever,  knew  nothing  from  any  of  the  officers  of  the 
bank,  relied  for  my  information  upon  the  official  examiners  of  the 
department,  and  those  are  the  facts  that  confronted  me.  Therefore, 
as  I  say,  it  was  that  I  thought  it  my  duty  to  ascertain  whether  the 
bank  was  being  run  as  a  large  stock  brokerage  and  real  estate  busi- 
ness for  the  benefit  of  its  officers,  or  whether  it  was  being  run  in 
accordance  with  the  terms  and  provisions  of  the  national-bank  act. 

The  first  step  which  angered  and  excited  the  ire  of  these  officers 
was  the  inquiry  as  to  bank  balances^  and  we  found,  as  I  have  told 
you,  that  millions  of  dollars  were  being  loaned  on  bonds  and  stocks 
to  people  who  had  no  accounts  with  the  bank  except  the  margins  on 
bonds  and  stocks ;  that  they  were  not  regular  customers  of  the  bank, 
as  active  deposit  accounts,  but  their  accounts  were  largely,  if  not 
principally,  confined  to  their  bond  and  stock  deals  and  operations. 

Mr.  Hogan  has  commented  and  enlarged  upon  the  fact  that  I  made 
reference  to  the  carrying  of  mining  stocks,  as  if  mining  stock  was  a 
mere  trivial  incident,  and  was  used  for  the  purpose  of  creating  an 
unfair  impression  or  prejudice.  It  is  not  true.  I  found  that  very 
large  amounts,  hundreds  of  thousands  of  dollars,  of  the  bank's 
funds  were  being  loaned  on  mining  stocks  and  other  stocks  that  were 
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distinctly  and  highly  speculative  and  subject  to  quick  fluctuations, 
and,  as  I  told  you,  these  stocks  were  being  carried  for  people  without 
financial  backing — for  clerics,  and  for  women  to  a  large  extent,  who 
were  not,  in  the  ordinary  course  of  business,  expected  to  keep  up 
with  the  rapid  fluctuations  of  the  market,  whose  balances  in  the 
bank  were  insufficient  to  respond  to  a  call  for  margins,  and  who,  if 
they  should  be  called  ,upon  to  provide  money,  would  have  to  sell 
something  else  they  had,  if  they  had  anything  to  sell,  or  make  new 
loans  with  the  bank.  I  have  shown  you  that  millions  of  dollars  of 
these  funds  were  being  loaned  to  people  whose  aggregate  balances 
were  either  trifling  or  which,  in  some  cases,  really  were  overdrawn. 

The  Chairman.  As  I  understand,  it  was  claimed  by  Mr.  Hogan 
that  these  parties  were  all  of  them  wealthy  or  responsible  people; 
that  the  bank  took  no  chances;  and  while  they  may  not  have  had 
heavy  deposits,  yet  the  security  was  ample. 

Mr.  Williams.  Do  you  understand  that  to  be  his  claim? 

The  Chairman.  Yes;  as  I  remember  it. 

Mr.  Williams.  That  perhaps  was  his  claim.  But  that  is  a  claim 
which  is  not  supported  by  the  facts,  Mr.  Chairman,  as  reported  to  me 
officially  as  comptroller,  and  I  have  endeavored  to  point  out  to  you 
in  the  hearing  this  afternoon  one  particular  case,  a  loan  to  J.  D. 
Eichardson  of  $170,000,  or  thereabouts,  which  had  been  under  con- 
stant criticism  by  me  and  by  other  comptrollers.  The  bank  had  been 
warned  to  reduce  or  get  that  loan  paid. 

Senator  Kbyes.  How  was  that  secured — by  these  mining  stocks? 

Mr.  Williams.  By  miscellaneous  stocks,  and  securities  of  ques- 
tionable value.  I  pointed  out  that  the  bank  had  refused  to  heed 
the  warnings  of  the  comptroller,  and  finally  after  this  correspond- 
ence had  progressed,  had  to  close  the  loan  out  at  a  loss  of  $18,000  to 
the  bank. 

The  Chairman.  Yes ;  I  think  Mr.  Hogan  mentioned  that  loan. 

Senator  Keyes.  As  I  recall  it,  did  he  not  say  something  about  that 
being  partly  made  up  later  to  the  bank? 

Mr.  Williams.  I  think  that  was  another  loan,  a  loan  to  one 
Musher,  which  had  also  been  charged  off  as  a  loss,  but  which  has  sub- 
sequently collected. 

As  to  the  charcter  of  the  collateral  upon  which  the  money  was 
being  loaned,  I  call  your  attention  to  the  table  on  page  191  of  vol- 
ume 1  of  the  correspondence  with  the  Biggs  Bank,  which  shows  that 
they  were  making  loans,  at  the  date  of  this  particular  report,  aggre- 
gating about  $5,500,000,  aud  that  the  collateral  was  estimated  to  have 
a  market  value  of  approximately  $8,000,000.  Of  course,  in  some 
cases,  the  collateral  was  largely  in  excess,  and  sometimes  very  scant. 
But  one  loan  can  not  be  used  to  margin  another.  But  here  is  the 
character  of  the  collateral  upon  which  they  were  lending  the  bank's 
funds. 

The  value  of  United  States  Government  bonds  which  they  held 
as  collateral,  which  was  first-class  collateral  at  any  and  all  times, 
was  $16,000. 

They  were  lending  also  on  State  and  municipal  bonds,  valued  at 
$88,000. 

They  were  lending  on  railroad  bonds;  $534,000. 

They  were  lending  on  short-term  railroad  notes,  $21,000. 
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Of  course,  they  are  very  liquid  collateral,  as  a  rule. 

They  were  lending  on  industrial  and  miscellaneous  bonds. 
$570,000. 

The  were  lending  on  industrial  and  miscellaneous  notes,  $25,000. 

They  were  lending  on  railroad  stocks,  $1,899,000. 

And  on  oil  company  stocks — oil  company  shares  in  those  times  were 
nothing  like  as  common  as  collateral  as  they  are  to-day,  nor  did 
they  have  the  stability  then  that  they  are  supposed  to  have  now, 
as  a  rule.  They  were  lending  on  oil  company  stocks  at  that  time 
$325,000. 

The  Chairman.  Their  stability  would  depend  on  what  companies 
they  were,  would  it  not? 

Mr.  Williams.  Yes.  This  simply  says  oil  company  stocks.  I  do 
not  know  what  the  companies  were. 

The  Chairman.  Mr.  Rockefeller's  company  was  good  at  that  time. 

Mr.  Williams.  On  mining  company  stocks  they  were  lending 
$289,000,  not  an  insignificant  or  trifling  amount.  In  all  the  cases  I 
am  reading  the  appraised  value  of  the  collateral  upon  which  they 
were  lending  money.  Of  course,  we  do  not  know  how  much  they 
were  lending  on  any  particular  stock,  but  this  is  the  collateral 
pledged  to  secure  the  money  they  were  lending. 

They  were  lending  on  real-estate  notes,  deeds  of  trust  and  mort- 
gages, they  reported,  $200,000. 

As  against  $16,000  loaned  on  Government  bonds,  $88,000  on  State 
and  municipal  bonds,  and  $534,000  on  railroad  bonds,  when  we  come 
down  to  industrial  stocks  and  miscellaneous  stocks,  the  collateral 
upon  which  they  were  lending  the  bank's  funds  amounted  to  $4,056,- 
000,  making,  as  I  stated,  an  aggregate  of  about  $8,000,000.  I  have 
read  in  the  record  the  list  of  some  of  the  stocks.  I  have  available  to 
put  into  the  record,  if  you  desire  it,  a  list  of  the  loans  and  the  col- 
lateral securing  them  all.  I  do  not  know  whether  that  condensed 
statement  would  be  sufficient  or  not. 

The  Chairman.  Were  there  any  losses  on  those  loans? 

Mr.  Williams.  I  mentioned  the  Richardson  loss  of  $18,000.  I  do 
not  know  what  the  other  losses  were. 

The  Chairman.  Do  you  not  know  that  there  were  no  losses? 

Mr.  Williams.  I  do  not.  I  would  say  that  this  information  which 
I  have  just  read  as  to  the  character  of  the  collateral  held  by  the  bank 
was  information  which  at  that  time  I  thought  it  proper  to  get  from 
the  banks  generally  in  some  of  the  large  cities.  It  was  not  an  inquiry 
simply  addressed  to  the  Riggs  National  Bank,  as  you  will  see  by  the 
following  letter  which  J  addressed  to  the  Riggs  Bank  on  September 
2, 1914,  in  which  I  said : 

Treasury  Department, 
Comptroller  of  the  Currency, 
Washington,  September  2,  191i. 
The  Riggs  National  Bank, 

Washington,  I).  C. 

Sirs:  Some  two  weeks  ago,  on  August  18.  I  requested  you  to  fill  out  and 
send  to  this  office  a  certain  blank  form  which  I  submitted  to  you,  calling  for 
Information  in  regard  to  collateral  held  by  you  as  security  for  loans,  etc. 

About  the  same  time  I  sent  a  similar  statement  to  the  national  banks  in  New 
York  City,  also  calling  for  information  in  regard  to  collateral  held  by  them.  A$ 
of  the  New  York  banks  addressed  have,  without  exception,  furnished  the  infor- 
mation called  for,  although  the  preparation  of  such  information  Involved  in 
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some  cases  many  times  as  much  work  as  the  Riggs  National  Bank  would  be 
required  to  expend  in  the  compilation  of  the  figures  that  bank  was  requested  to 
furnish. 

You  are  now  instructed  to  send  to  this  office  the  aforesaid  reported  called 

for  under  date  of  August  18  not  later  than  3  p.  m.  September  4,  1914,  under  the 

penalties  provided  in  sections  5211  and  5213  of  the  Revised  Statutes.    Let  the 

statement  be  sworn  to  by  your  president,  two  vice  presidents,  and  your  cashier. 

Respectfully, 

Jno.  Skelton  Williams, 

Comptroller  of  the  Currency. 

I  merely  mention  that  to  show  that  we  were  not  merely  imposing 
any  burden  upon  them  in  asking  them  to  give  that  data. 

The  Chairman.  You  got  the  data,  did  you  not  ? 

Mr.  Williams.  Eventually.    I  have  read  you  some  of  it. 

The  Chairman.  It  seems  to  me  it  is  hardly  worth  while  to  take 
time  on  things  like  that. 

Mr.  Williams.  I  do  not  wish  to  do  it.  It  is  only  because  you  have 
notified  me  that  the  committee  would  assume  that  statements  which 
I  do  not  specifically  deny  are  correct.  With  all  due  deference  and 
respect,  I  was  a  little  surprised  at  that  position  from  you. 

The  Chairman.  Matters  of  importance  which  you  do  not  denv  the 
committee  might  assume  were  admitted.  For  that  reason  I  told  you 
you  would  have  plenty  of  time  to  controvert  any  item  in  Mr.  Hogan's 
testimony  you  wanted  to. 

Mr.  Williams.  Merely  for  guidance,  I  would  like  to  know  whether 
I  am  presumed  not  to  be  guilty  of  these  charges  made  by  irrespon- 
sible witnesses,  who  offer  no  proof.  Is  the  burden  of  proof  upon  me 
to  prove  my  innocence,  or  upon  them  to  prove  that  I  am  properly 
charged  ? 

The  Chairman.  I  think  the  burden  of  proof  is  on  them. 

Mr.  Williams.  I  am  very  glad  to  have  you  say  that. 

The  Chairman.  Nevertheless,  if  a  witness  testifies  to  an  important 
point  which  reflects  upon  your  official  conduct,  and  you  in  no  way 
controvert  it,  the  committee  would  have  the  right  to  assume  that  the 
statement  was  correct. 

Mr.  Williams.  It  is  question  of  judgment,  then,  between  the  com- 
mittee on  the  one  part  and  myself  as  to  what  are  important  points? 

The  Chairman.  You  have  read  Mr.  Hogan's  testimony,  and  I  am 
sure  we  all  know  you  are  intelligent  enough  to  know  what  are  im- 
portant and  what  are  not  important. 

Mr.  Williams.  Mr.  Hogan  enlarged  at  considerable  length,  Mr. 
Chairman  and  gentlemen,  upon  the  burdens  which  he  claims  I  im- 
posed upon  the  oank,  and  in  stating  that  the  force  of  the  bank  was 
required  to  report  at  6  a.  m.  and  were  working  late  into  the  night, 
my  recollection  is  that  he  implied  that  that  extra  work  was  in 
answering  these  reports  which  he  says  I  was  calling  for  in  connection 
with  these  investigations.  I  respectfully  call  your  attention  to  the 
fact  that  Riggs  National  Bank,  in  a  letter  addressed  to  me  in  June, 
1914,  had  said: 

A  considerable  number  of  the  clerical  force  of  this  bank  has  been  compelled 
since  the  1st  of  the  present  month  to  report  at  the  bank  about  6  o'clock  each 
morning  and  to  continue  each  evening  at  their  desks  until  long  after  the  usual 
hours  for  closing,  engaged,  in  addition  to  their  ordinary  duties,  in  the  prepara- 
tion, at  your  demand,  of  certain  detailed  statistical  information  for  the  use  of 
the  Federal  Reserve  Board. 
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At  that  time  the  Federal  reserve  banks  were  about  to  be  inaugu- 
rated, and  it  became  important,  in  the  judgment  of  the  Treasury, 
that  a  large  amount  of  statistical  information  should  be  obtained, 
and  that  information  was  asked  from  the  banks  in  the  large  cities 
throughout  the  country,  and  Riggs  was  simply  one  of  many  banks 
which  were  requested,  for  a  certain  period,  two  weeks  or  thereabouts, 
to  carefully  compile  and  make  those  reports.  That  is  a  quotation 
from  a  letter,  to  which  I  say : 

You  apparently  refer  to  the  labor  involved  In  furnishing  this  department  the 
Information  called  for  on  Forms  14A  and  14B,  which  were  sent  out  to  certain 
national  banks  prior  to  the  1st  instant. 

I  sincerely  regret  that  under  your  system  of  accounting  you  should  find  such 
difficulty  in  supplying  the  data  which  other  large  and  leading  banks  in  this 
city  assure  me  they  are  supplying  easily  and  conveniently  and  quite  without 
the  hardships  which  you  claim  are  being  sustained  by  your  clerical  forces  in 
this  connection. 

Now,  Mr.  Chairman,  the  other  banks  were  doing  it  at  very  little 
cost  of  labor,  but  if  it  was  burdensome  and  expensive  to  the  Riggs 
National  Bank,  I  think  it  was  due  to  their  clumsy,  cumbersome,  an- 
tiquated, and  sloppy  bookkeeping  methods  and  practices,  as  de- 
scribed by  Examiner  Reeves,  whom  they  brought  forward  as  their 
witness.  That  is  the  language  with  which  Examiner  Reeves  in  sev- 
eral reports  referred  to  the  system  of  bookkeeping  and  the  methods 
employed  in  that  bank.  But  I  am  pleased  to  be  able  to  advise  you 
that  as  a  result  of  the  investigations  of  the  comptroller's  office,  and 
the  admonitons  and  suggestions  made  by  the  comptroller's  office  fol- 
lowing this  examination,  those  antiquated  and  cumbersome  methods 
have  been  greatly  improved,  and  the  bank  has  been  brought  up  to 
date  to  a  large  extent  in  that  matter,  and  I  do  not  think  that  if  they 
should  be  called  upon  to  furnish  that  information  to-day,  they 
would  have  to  come  down  at  6  o'clock  in  the  morning  in  order  to  do  it 

I  think  it  is  only  fair  to  me  to  make  that  brief  explanation  of  that 
particular  incident,  upon  which  Mr.  Hogan  has  enlarged,  I  think, 
once  or  twice. 

The  correspondence  which  then  took  place  was  with  a  view  to  de- 
veloping the  responsibility  of  the  bank  in  connection  with  bond  and 
stock  operations,  who  was  conducting  the  business,  where  the  profits 
went,  and  that  correspondence  and  those  examinations  went  on  for 
months.  If  the  inquiries  had  been  frankly  and  promptly  answered, 
two-thirds  of  the  correspondence  would  have  been  useless. 

The  three  or  four  subjects  which  I  embrace  in  the  correspondence 
can  be  very  briefly  summarized : 

1.  The  stock  brokerage  business  of  the  bank,  and  matters  inci- 
dental thereto,  the  private  wires,  and  how  the  commissions  were  dis- 
posed of. 

2.  The  request  of  the  national  bank  for  the  engraving  of  a  mil- 
lion dollars  of  new  bank  notes,  when  they  already  had  on  hand  sev- 
eral hundred  thousand  dollars  in  the  Treasury  for  which  they  had 
not  called,  and  which  request  I  thought  it  proper  to  defer  in  order 
to  enable  other  banks  who  needed  the  money  more  urgently  to  he 
accommodated  with  emergency  notes. 

Right  on  that  point,  I  ask  your  attention  to  page  175,  volume  1, 
of  the  correspondence  with  the  Riggs  Bank.  A  number  of  letters 
were  going  to  and  fro,  and  the  department's  inquiries  we  felt  were 
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not  being  frankly  answered,  and  in  this  letter  to  the  bank  of  August 
13, 1914, 1  said: 

It  is  unnecessary  for  me  to  comment  upon  the  inconsistency  in  your  letter 
when  you  say :  "  You  are  in  error  in  assuming  or  supposing  that  the  inquiry 
and  request"  for  the  printing  of  $1,000,000  additional  currency  "was  in  any 
sense  a  hurry  order." 

They  assured  me  that  it  was  simply  in  the  ordinary  routine,  that 
it  was  not  a  hurry  order,  but  they  were  trying  apparently  to  with- 
draw from  correspondence  on  the  subject.    I  go  on: 

For  you  immediately  afterwards  contradict  yourself  and  admit  that  "we 
requested  our  order  for  the  printing  of  $1,000,000  notes  for  additional  circula- 
tion to  be  expedited."    Your  differentiation  between  "  hurry  "  and  "  expedite  " 
is  characteristic. 
Respectfully, 

Jno.  Skelton  Williams, 

Comptroller  of  the  Currency. 

It  was  simply  those  evasions  and  contradictions  which  we  were 
encountering  all  the  time  in  the  correspondence,  which  were  very 
well  calculated  to  strain  a  man's  patience.  That  was  the  subject 
of  a  good  deal  of  correspondence. 

Then  later  on  the  question  came  up  of  the  regularity  or  irregu- 
larity of  the  directors'  oaths.  I  think  that  accounted  for  a  portion 
of  the  letters  in  the  autumn  of  1914.  The  principal  subjects  of  the 
discussion  were  the  bond  and  stock  transactions,  the  speculative 
ventures  of  the  bank  and  its  customers,  and  the  question  as  to  whether 
the  transactions  were  within  the  law  or  not.  And,  as  I  say,  every 
letter  that  we  wrote  seemed  to  be  evaded  in  some  way.  We  could 
rarely  get  complete  and  satisfactory  answers  to  the  simplest  ques- 
tions.   I  shall  not  tire  you  with  it  further. 

The  Chairman.  The  correspondence  will  show  the  character  of 
their  replies,  and  we  have  that  correspondence. 

Mr.  Williams.  To  some  extent.  I  shall  introduce,  without  making 
it  too  cumbersome,  excerpts  from  the  oral  examination  of  the  officials 
by  the  national  bank  examiner  on  two  or  three  points. 

Mr.  Hogan  had  claimed  that  my  inquiry  in  regard  to  bank  balances 
indicated  the  idea  on  the  part  of  the  comptroller's  offices  that  the 
bank  should  exact  what  he  calls  compensating  balances.  The  re- 
quest for  a  list  of  balances  carried  by  borrowers  did  not  arise  from 
any  such  theory  whatsoever.  On  the  contrary,  it  has  been  the  policy 
and  position  of  the  comptroller's  office  that  it  was  wrong  for  a  na- 
tional bank  to  evade  the  usury  statutes  by  requiring  a  borrower  who 
wants  to  borrow  $10,000  to  borrow  $12,500,  for  example,  and  take 
a  certificate  of  deposit  of  $2,500  and  deposit  that  as  a  part  of  the  col- 
lateral for  his  loan.  That  is  simply  a  method  of  getting  25  per  cent 
more  interest  than  appears  on  the  face  of  the  note,  and  to  show  the 
disapproval  of  the  comptroller's  office  of  that  arrangement,  which 
has  been  in  force  in  some  banks,  and  in  a  very  exaggerated  con- 
dition in  some,  I  would  mention  that  we  have  taken  pains  to  call  the 
attention  of  the  national  banks  to  decisions  of  the  courts  which  de- 
clare that  proceeding  to  be  usury.  That  thought  was  not  in  the 
mind  of  the  comptroller's  office  at  all  in  calling  upon  this  bank  to 
state  what  balances  were  being  carried  by  their  big  borrowers,  but 
the  sole  object  in  making  that  inquiry  was  to  enlighten  the  office  on 
the  question  as  to  whether  or  npt  the  Riggs  Bank  was  more  of  a 
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brokerage  office  than  it  was  a  bank,  and  whether  the  officers  of  the 
bank  were  using,  with  their  customers  and  clients,  the  bank's  funds 
to  carry  stock  purchases,  the  commissions  on  which  were  taken  by 
them  for  their  personal  account. 

I  do  not  want  you  to  have  the  impression,  Mr.  Chairman  and  gen- 
tlemen, from  mv  introduction  in  that  list  of  $350,000  of  loans  made 
to  the  bank's  officers,  tellers,  bookkeepers,  and  34  junior  clerks  and 
employees,  that  that  was  simply  an  isolated  instance  and  that  that 
happened  10  years  ago  and  was  done  away  with  then.  That  practice 
continued  up  to  June  ,1914.  In  that  list,  as  I  say,  there  were  $350,000 
of  loans  to  officers  and  junior  employes  of  the  bank. 

The  Chairman.  1914? 

Mr.  Williams.  No.  It  was  1906  on  that  list.  May  22,  1906,  I 
think,  is  the  date.  I  do  not  know  how  far  those  loans  to  the  junior 
bookkeepers  and  employees  may  have  been  dummy  loans.  We  en- 
deavored earnestly  to  find  out  to  what  extent  they  were  dummy  loans 
and  how  far  they  were  made  for  the  senior  officers  or  for  others,  but 
the  bank  refused,  to  give  that  information  to  the  comptroller. 

The  Chairman.  What  did  they  total  in  July,  1914? 

Mr.  Williams.  The  examination  was  made  in  May.  I  will  give 
you  the  May  examination,  the  last  one.  I  have  not  the  details  here. 
The  liability  of  officers  and  directors  was  something  over  $500,000 
at  that  time.    But  I  should  be  very  glad  to  get  the  details. 

The  Chairman.  Was  there  any  question  as  to  the  security? 

Mr.  Williams.  I  would  have  to  examine  that,  too.  I  wilfbe  very 
glad  to  get  such  details  as  you  wish,  Mr.  Chairman. 

I  will,  however,  ask  your  consideration  to  Exliibit  G  to  the  affi- 
davit of  Defendant  Williams  in  the  Biggs  equity  case,  showing  the 
loans  at  certain  examinations,  at  one  examination  each  year  for  the 
years  1903,  1904,  1905,  1906,  1907,  1908,  1909,  1910,  1911,  1912, 1913, 
down  to  May  18, 1914.  At  the  May  18, 1914,  examination,  it  appears 
that  the  loans  to  the  officers,  clerks,  and  directors  of  the  bank  at  that 
time  amounted  to  $498,000,  including  $30,000  to  one  of  the  vice  presi- 
dents, $39,000  to  another,  $16,000  to  another,  $63,000  to  another, 
$63,000  to  the  cashier,  $4,800  to  the  assistant  cashier,  $1,854  to  the 
exchange  teller;  Clerk  C.  C.  Glover,  jr.,  $2,425;  Clerk  W.  J. 
Flather,  jr.,  $26,884;  Note  Teller  Gieseking — the  man  whose  em- 
bezzlement has  been  referred  to — was  then  only  owing  $1,500;  other 
bookkeepers  and  clerks,  $7,640;  F.  A.  Vanderlip,  director,  $55,000; 
other  directors  and  other  officers,  $185,000.    Total,  $498,125. 

The  Chairman.  You  do  not  know  whether  there  was  any  security 
or  whether  there  was  any  loss  on  account  of  those  loans? 

Mr,  Williams.  I  can  find  that  out  if  you  would  like  to  have  it 

The  Chairman.  Oh,  no ;  I  think  you  would  have  found  it  out  if 
there  had  been  any. 

Mr.  Williams.  I  tried  to  find  it  out.  We  asked  them  to  give  us  a 
list  in  order  that  we  might  find  it  out,  but  they  refused  to  give  us  a 
list  which  would  enable  us  to  do  that. 

(The  exhibit  submitted  by  Mr.  Williams  is  as  follows:) 
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Mr.  Williams.  Mr.  Chairman,  on  the  point  which  you  make  as  to 
the  security,  it  would  be  the  position  of  the  comptroller's  office  that 
those  transactions  would  be  irregular  if  they  were  made  on  Govern- 
ment bonds 

The  Chairman.  I  understand. 

Mr.  Williams.  By  a  bank  to  its  clerks,  employees,  tellers,  or  as- 
sistant cashiers. 

The  Chairman.  You  have  made  that  very  clear.  But  if  there  had 
been  any  loss,  I  wanted  that  fact  to  appear  in  the  record. 

Mr.  Williams.  There  was  a  loss  in  the  case  of  one  of  the  men 
enumerated  in  that  list  there,  which  I  have  just  read  you,  resulting 
from  embezzlement,  of  $65,000. 

The  Chairman.  Yes ;  that  has  been  called  to  our  attention. 

Mr.  Williams.  There  was  another  loss  resulting  from  embezzle- 
ment since  that  date,  I  think,  of  some  twenty  or  thirty  thousand. 

Mr.  Trimble.  Twenty-eight  thousand. 

Mr.  Williams.  Twenty-eight  thousand;  the  same  bank.  Proceed- 
ing, Mr.  Chairman  and  gentlemen,  from  page  to  page  in  Mr.  Horn's 
testimony,  I  find  we  come  on  page  134  to  a  discussion  of  the  perjury 
suit. 

It  is  the  duty  of  the  comptroller's  office,  when  an  examiner  finds 
violations  of  law  of  an  aggravated  kind,  to  report  them  to  the  De- 
partment of  Justice,  and  I  think  I  have  probably  gone  over  that 
pretty  fully. 

The  Chairman.  You  went  over  that  pretty  fully  in  the  hearing 
last  winter. 

Mr.  Williams.  Mr.  Hogan  says  here  that  no  agent  of  the  Depart- 
ment of  Justice,  and  no  examiner  of  the  Department  of  Justice,  testi- 
fied in  the  trial,  and  so  forth,  apparently  endeavoring  to  create  the 
impression  that  the  comptroller's  office  was  in  some  way  attempting 
to  undertake  the  prosecution,  which  is,  of  course,  unfounded. 

The  comptroller  and  the  Secretary  of  the  Treasury  were,  of 
course,  directly  concerned  in  the  equity  case,  and  in  all  of  its  steps, 
and  we  were  astonished  when  we  were  advised,  with  the  knowledge 
that  we  had  of  the  conditions,  that  the  affidavit  which  was  made  the 
basis  for  the  perjury  charge  had  been  submitted.  Mr.  Laskey  has 
mentioned  that  that  matter  was  discussed  at  a  conference  at  the 
Department  of  Justice  at  the  time  of  the  equity  trial,  not  at  the  time 
of  the  perjury  trial.  It  would  naturally  come  up  at  the  time  of  the 
equitv  trial  as  a  matter  for  discussion  between  the  parties  concerned, 
and  it  would  have  been  very  extraordinary  if  it  nad  not  been  dis- 
cussed then. 

You  were  not  present  this  forenoon,  Senator  Keyes,  but  I  pointed 
out  then  that  Mr.  Untermyer,  as  counsel  for  the  Secretary  of  the 
Treasury,  had  practically  finished  his  work  when  this  equity  case 
was  submitted.  He  could  hardly  have  been  regarded  as  counsel  for 
the  Secretary  of  the  Treasury  or  the  Comptroller  of  the  Currency  in 
the  interval  between  the  submission  of  the  equity  case  and  the  per- 
jury trial,  or  at  the  time  of  the  perjury  trial,  or  thereafter,  and  I  also 
endeavored  to  make  it  very  clear  to  the  committee  this  morning  that 
the  first  information  which  I  had  as  to  any  discussion,  if  there  was 
any  discussion,  between  Mr.  Untermyer  and  Mr.  Cromwell  and  Mr. 
Hogan,  of  such  a  character  as  Mr.  Hogan  alleges,  was  given  to  me 
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when  Mr.  Hogan  testified.  I  knew  nothing  of  it.  The  question  of 
the  affidavit  upon  which  perjury  was  based  was  a  matter  of  common 
conversation  everywhere,  was  discussed  between  counsel  and  clients 
at  that  time.  But  as  to  the  disposition  and  handling  of  the  perjury 
case,  or  the  avoidance  of  an  indictment,  or  anything  of  that  sort,  my 
first  information  that  there  had  been  any  such  proposition — I  do  not 
believe  there  was  any  such  proposition  made  by  Mr.  Untermyer — 
the  first  time  I  heard  there  was  any  such  charge  made  was  when 
Mr.  Hogan  made  that  statement  before*  your  committee.  But  as  I 
stated  this  morning,  Mr.  Untermyer  himself  expects  to  be  here  on 
Monday  morning,  and  will  undertake  to  state  what  did  occur  in  any 
such  conference  between  the  parties  named  by  Mr.  Hogan. 

It  is  unreasonable  to  suppose  for  a  minute  that  Mr.  Untermyer 
would  have  presumed  to  give  any  such  assurances.  He  was  not  in 
a  position  to  give  any  such  assurances,  as  far  as  I  could  see,  and  I 
do  not  believe,  as  a  reasonable  and  honorable  man,  he  undertook  to 
give  any  such  assurances,  in  a  case  in  which  he  was  not  concerned, 
and  to  which  he  was  not  a  party.    I  am  simply  stating  that  as  an  ex- 

Sression  of  opinion.    I  do  not  know  what  may  have  occurred,  but 
[r.  Untermyer  will  speak  for  himself. 
On  page  135  Mr.  Hogan  says : 

We  called  attention  to  the  fact  that  Mr.  Williams  had  sent  word  to  us  that 
he  would  not  recharter  this  bank. 

That  statement  is  false.  I  never  sent  any  such  message  to  the 
bank. 

The  next  few  pages  here,  Mr.  Chairman,  go  into  a  discussion  of 
the  perjury  case  and  the  indictment.  I  think  it  will  perhaps  be  best 
for  me  to  let  Mr.  Untermyer  make  his  statement  in  that  connection 
before  I  touch  upon  it  further. 

If  I  may  interrupt  here  for  a  moment,  I  think  you  stated  to  me  the 
other  day,  outside  of  the  committee,  that  Mr.  Cromwell  and  Senator 
Bailey  had  been  invited  to  come  and  make  statements.  Are  you  ex- 
pecting them  to  come? 

The  Chairman.  I  can  not  tell  you  about  that.  Senator  Bailey  is 
out  of  town,  and  I  do  not  know  about  him.  Mr.  Cromwell  may  come, 
but  I  do  not  know  when. 

Mr.  Williams.  While  I  am  speaking  of  expectant  witnesses,  may 
I  ask  when  I  shall  have  the  pleasure  of  confronting  Mr.  McFadden 
before  this  committee,  Mr.  Chairman? 

The  Chairman.  I  can  not  answer  that  question,  Mr.  Williams.  I 
shall  notify  Mr.  McFadden. 

Mr.  Williams.  I  should  like  you  to  summon  him,  if  it  is  not  pre- 
suming too  much  for  me  to  put  it  that  way. 

The  Chairman.  I  shall  notify  Mr.  McFadden  that  we  intended  to 
close  these  hearings  Monday  or  Tuesday. 

Mr.  Williams.  May  I  ask,  if  it  is  not  an  improper  question  for  me 
to  ask,  have  you  the  right  to  summon  him  ? 

The  Chairman.  I  do  not  know  what  his  protection  would  be  in  the 
matter.  This  committee  has  a  right  to  summon  witnesses,  but  he  is  a 
Member  of  Congress,  and  I  do  not  want  to  disccuss  that. 

The  Chairman.  As  I  understand  it,  he  expects  to  get  a  special 
committee  appointed  in  the  House. 
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Mr.  Williams.  This  committee  is  ready  and  is  hearing  the  charges 
and  complaints 

The  Chairman.  He  is  very  anxious  to  succeed  in  that  effort,  and 
that  matter  is  now  under  consideration,  as  I  understand  it  So  far 
as  the  Senate  committee  is  concerned,  Mr.  McFadden  will  be  notified 
that  this  hearing  will  close  on  Monday  or  Tuesday,  and  if  he  wishes 
to  make  any  statement  it  will  be  expected  that  he  do  so. 

Mr.  Williams.  Now,  Mr.  Chairman,  there  is  one  other  matter 
which  I  see  on  page  144  which,  in  accordance  with  what  I  under- 
stand to  be  the  procedure,  it  might  be  well  for  me  to  reply  to. 

Mr.  Hogan  there  speaks  of  a  former  vice  president  of  one  of  the 
national  banks  of  the  city  as  being  a  "  close  personal  friend,  cheek 
by  jowl  with  him  day  in  and  day  out,  in  the  Treasury  and  on  the 
streets  of  the  city." 

The  gentleman  to  whom  he  refers  is  not  and  never  was  an  intimate 
personal  friend  of  mine.  I  have  never  called  upon  him  socially  in 
my  life,  nor  has  he  ever  called  upon  me  socially  at  any  time.  Our 
relations  have  been  purely  official,  and  Mr.  Hogan's  attempt  to 
establish  a  close  and  intimate  relationship  was  simply  an  endeavor 
on  his  part  to  discolor  the  facts  and  to  mislead  the  committee 
and  to  produce  an  impression  which  he  hoped  might  serve  him  and 
injure  me.  This  gentleman  to  whom  Mr.  Hogan  referred  had  been 
for  several  years  an  officer  of  a  bank  in  the  South  of  which  I  was  at 
one  time  president.  While  he  was  with  that  bank  he  was  an  able, 
faithful,  and,  I  believe,  honorable  man.  He  resigned  from  that  bank 
to  accept,  as  I  recall,  the  vice  presidency  of  some  trust  company  in 
New  York  before  I  came  to  Washington,  I  think  several  years  before 
I  came  to  Washington.  When  I  came  here  six  years  ago  he  hap- 
pened to  be  the  vice  president  of  a  national  bank  in  this  city.  He 
had  enjoyed  up  to  that  time  and  subsequently  my  confidence.  I  be- 
lieved him  to  be  a  capable  and  faithful  man  with  a  knowledge  of 
banking  which  had  been  acquired  from  his  banking  experience  of 
over  20  years  in  various  capacities  with  three  or  four  different  banks 
in  Virginia.  There  was  no  ground  whatsoever  for  Mr.  Hogan's  in- 
sidious and  misleading  claim  that  that  bank  was  a  pet  of  the  Treas- 
ury, and  it  meant  to  imply  that  there  was  an  unfair  or  improper 
favoritism  shown  to  that  bank  by  me  with  my  knowledge  or  approval. 

During  the  period  of  speculation  which  followed  the  outbreak  of 
the  war  the  examiners  reported  to  me  that  this  officer  was  not  devot- 
ing himself  as  he  should  do  to  the  affairs  and  interests  of  the  bank 
and  that  there  were  various  matters  of  criticism  in  connection  with 
that  bank.  I  sent  for  the  three  executive  officers  of  the  bank  and 
told  them  that  they  must  understand  that  their  bank  would  be  re- 
quired to  observe  the  provisions  of  the  law  and  regulations  and  rules 
of  sound  banking  as  closely  and  as  faithfully  as  any  other  bank 
under  my  supervision,  if  not  more  so,  and  that  these  irregularities  or 
unsound  practices  to  which  the  examiner  had  called  my  attention 
must  cease,  and  cease  instantly. 

They  promised  that  there  would  be  no  further  cause  for  complaint 
as  far  as  that  bank  was  concerned. 

I  may  mention  that  it  is  not  a  very  unusual  thing  for  the  comp- 
troller to  have  to  send  for  the  officers  of  national  banks  to  talk  to 
them.    We  sometimes  have  to  send  for  them  to  come  from  Tennessee 
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or  Texas  or  wherever  the  irregularities  seem  to  persist  and  are  not 
remedied  by  the  correspondence  from  the  office  or  the  admonitions  of 
examiners. 

We  were  assured  that  there  would  be  no  further  cause  for  com- 
plaint. The  examiner  reported  to  me  subsequently  that  matters  had 
not  been  corrected,  and  that  there  were  a  number  pf  matters  which 
were  subject  of  grave  criticism,  and  he  called  my  attention  to  them  in 
some  detail.  I  looked  over  his  report  and  was  impressed  with  the 
fact  that  the  national  banking  law  had  been  violated  and  that  the 
case  should  be  dealt  with  sternly,  and  I  instructed  him  to  report  it 
to  the  Department  of  Justice  forthwith,  as  he  would  with  any  other 
bank  or  any  other  officer  who  had  been  guilty  of  the  practices  which 
seemed  to  exist  from  the  examiner's  report. 

That  officer  whom  Mr.  Hogan  has  endeavored  to  make  you  be- 
lieve was  enjoying  special  immunities  or  privileges  of  some  kind 
from  the  comptroller's  office  or  from  me  was  forthwith  indicted  and 
is  now  under  indictment,  and  has  ceased  to  be  an  officer  of  that  bank. 

Just  at  this  particular  moment,  while  we  are  on  that  special  case, 
if  you  will  permit  me,  I  should  like  the  examiner  to  make  a  very 
brief  statement  of  that  incident,  if  you  have  no  objection. 

The  Chairman.  Have  you  not  already  brought  that  incident  to 
the  attention  of  the  committee?  t 

Mr.  Williams.  I  thought,  perhaps,  it  might  be  well  to  have  my 
statements  corroborated,  if  you  desired,  by  the  examiner. 

The  Chairman.  This  is  the  second  or  third  time  you  have  called  it 
to  the  committee's  attention. 

Mr.  Williams.  I  think  this  is  the  only  time  I  have  brought  it 
before  the  committee. 

The  Chairman.  It  is  very  familiar  to  me. 

Mr.  Wdlwams  (after  informal  discussion  which  the  reporter  was 
directed  not  to  record).  Mr.  Chairman,  on  page  149  Mr.  Hogan  states 
that  Mr.  Lammond,  who  was  an  employee  at  one  time  of  the  failed 
firm  of  Lewis  Johnson  &  Co.,  filed  an  affidavit  in  the  Riggs  equity 
case  in  connection  with  the  charges,  I  think,  of  perjury  or,  rather, 
in  relation  to  the  stock  operations  of  the  Riggs  National  Bank  with 
the  firm  of  Lewis  Johnson  &  Co.    He  says  on  page  149 : 

The  trial  ended.  The  next  time  I  met  Mr.  W.  Morris  Lammond  he  was  assist- 
ant national  bank  examiner,  assigned  to  the  Philadelphia  district  by  the  grace 
of  John  Skelton  Williams,  Comptroller  of  the  Currency. 

He  had  prefaced  his  remark  by  some  statement  to  the  effect  that 
he  proposed  to  show  how  I  favored  my  friends,  or  something  of  that 
sort. 

Mr.  Chairman,  I  think  it  only  proper  that  I  should  state  here 
that  it  is  true  that  many  months  after  the  conclusion  of  the  Riggs 
equity  case,  and,  I  think,  probably  after  the  conclusion  of  the  perjury 
trial —  I  am  not  sure,  but  I  think  it  was  some  time  after  that — Mrs. 
Lammond,  whom  I  had  never  met,  nor  did  I  know  anything  about 
Mr.  Lammond,  or  even  that  he  was  a  married  man,  called  at  the 
Treasury  at  my  office  one  day  in  great  distress  and  told  me  that  her 
husband,  who  nad  devoted  the  best  years  of  his  life  as  a  bookkeeper 
or  an  officer  in  Lewis  Johnson  &  Co.'s  brokerage  firm,  but  who  was 
not  in  any  way,  as  far  as  I  understand,  connected  with  its  irregular 
dealings,  and  who,  I  believe,  was  appointed  one  of  the  receivers  of 
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the  Lewis  Johnson  Co.,  had  been  unable  to  obtain  work.  She  did 
not  know  what  influences,  if  any,  were  being  used  to  prevent  her 
husband  from  obtaining  employment.  She  made  a  very  pathetic 
appeal  to  me  to  endeavor  to  find  some  occupation  or  position  for 
her  husband  if  it  was  possible  for  me  to  do  so.  The  little  woman 
was  almost  in  tears  and  seemed  deeply  distressed  as  to  their  future, 
and  hardly  knew  where  they  would  get  their  living. 

I  had  never  seen  Mrs.  Hammond  before  that  visit,  nor  have  I 
ever  seen  her  since,  but  I  was  impressed  with  her  story  of  her  hus- 
band's fidelity  and  energy  and  earnestness  and  desire  tov  make  an 
honest  living  for  himself  and  her,  and  I  made  some  inquiries  as  to 
his  capability  and  industry  and  character,  and  my  inquiries  were 
satisfactorily  answered,  and  I  became  convinced  that  he  was  a 
capable  man  whose  energy  and  experience  could  properly  be  availed 
of,  and  I  thereupon  arranged  to  give  him  a  position  as  clerk  in  the 
chief  examiner's  office  in  Philadelphia.  I  do  not  know  that  I  have 
seen  him  since  that  time.  I  perhaps  may  have  seen  him  once  or 
twice;  but  he  has  made  good  over  there  and  has  been  promoted— 
and  I  do  not  care  what  criticisms  I  am  subjected  to  by  Mr.  Hogan 
for  what  I  did ;  I  am  glad  that  I  did  it,  and  I  should  do  it  again 
in  a  similar  case. 

That  is  all  there  is  to  the  invidious  complaint  and  charge  in  re- 
gard to  Mr.  Lammond. 

On  pa^e  158,  Mr.  Chairman  and  gentlemen,  Mr.  Hogan  criticizes 
the  distribution  of  Red  Cross  deposits.  As  an  answer  to  that  I 
ask  to  be  inserted  in  the  record  at  this  place  the  paragraph  covering 
that  subject  in  my  affidavit. 

The  Chairman.  Very  well. 

(The  paragraph  of  the  affidavit  referred  to  and  requested  to  be 
inserted  at  this  point  in  the  record  is  as  follows:) 

XI.   BED    CROSS    DEPOSITS. 

The  allegations  contained  in  Article  XI  of  the  bill  of  complaint  regarding  the 
circumstances  under  which  the  Riggs  National  Bank  ceased  to  be  a  depositary 
for  the  American  Red  Cross  are  not  true.    The  facts  are  as  follows: 

While  Assistant  Secretary  of  the  Treasury  I  was  elected  treasurer  of  the 
Red  Cross  by  a  resolution  of  the  executive  committee  October  18,  1913.  On 
December  10,  1913,  at  the  annual  meeting  I  was  again  elected  treasurer  of  the 
Red  Cross  for  the  ensuing  year,  and  on  December  9,  1914,  at  the  annual  meeting 
was  reelected  treasurer  for  the  ensuing  year. 

In  the  latter  part  of  May,  1914,  as  treasurer  of  the  Red  Cross  I  ascertained 
that  the  plaintiff  bank,  which  at  that  time  carried  the  principal  portionof  the 
accounts  of  the  Red  Cross,  was  only  allowing  the  society  Interest  at  the  rate 
of  2  per  cent  per  annum  on  the  major  portion  of  its  balances,  although  It  was 
allowing  3  per  cent  per  annum  on  one  particular  Red  Cross  account  whose 
balance  at  that  time  amounted  to  about  20  per  cent  of  the  total  of  the  Red 
Cross  funds  on  deposit  with  plaintiff.  Knowing  that  3  per  cent  interest  was 
being  generally  paid  by  other  leading  banking  institutions  In  Washington,  I 
wrote  to  Gen.  Davis,  chairman  of  the  central  committee  of  the  American  Red 
Cross,  on  May  29, 1914,  in  regard  to  securing  a  better  return  upon  the  Red  Cross 
deposits.    This  letter  was  as  follows : 

Gen.  George  W.  Davis, 

Chairman  Central  Committee  American  Red  Cross, 

State,  War,  and  Navy  Building,  Washington,  D.  C. 
Dear  Gen.  Davis:  From  memorandum  of  the  treasurer's  cash-fund  balance 
on  hand  May  25,  3914,  received  from  Maj.  Coope,  it  appears  that  the  Red  Cross 
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Society  has  $122,247.01  with  the  Riggs  National  Bank,  upon  which  only  2  per 
cent  per  annum  interest  is  being  paid.  I  understand  that  the  balance  with  the 
American  Security  &  Trust  Co.  is  drawing  3  per  cent  per  annum  interest.  Per- 
haps you  may  recall  my  discussing  this  subject  with  you  some  little  time  ago, 
and  I  am  under  the  impression  that  the  suggestion  was  made  and  that  the 
executive  committee  would  probably  pass  a  resolution  authorizing  or  directing 
the  treasurer  to  require  the  payment  of  not  less  than  3  per  cent  per  annum 
interest  instead  of  2  per  cent  from  its  several  depositaries. 

May  I  inquire  whether  any  formal  action  was  taken  by  the  committee  on 
this  subject,  and  do  you  not  think  that  the  society  should  require  payment  of 
interest  at  the  rate  of  not  less  than  3  per  cent?  There  is  no  doubt  about  being 
able  to  get  that  rate  from  thoroughly  strong  representative  banks.  An  increase 
of  1  per  cent  would  increase  the  income  of  the  society  about  $1,500  per  annum 
on  the  basis  of  the  present  balance. 
Sincerely,  yours, 

Jno.  Skelton  Williams,  Treasurer. 

In  response  to  this  letter  to  the  chairman  of  the  central  committee  of  the  Red 
Cross,  the  executive  committee  passed  a  resolution  requesting  the  treasurer  to 
confer  with  local  bankers  with  the  view  of  ascertaining  the  best  interest  allow- 
ances obtainable  from  the  Washington  banks  and  trust  companies  on  deposits 
of  Red  Cross  funds.  Thereupon,  letters  were  addressed  to  nine  of  the  principal 
banks  and  trust  companies  in  Washington,  including  the  plaintiff,  inviting  them 
to  make  their  best  offers  as  to  interest  on  both  active  and  inactive  accounts  of 
the  Red  Cross.  Nine  replies  were  received  from  as  many  banks  and  trust  com- 
panies. The  offers  ranged  from  2  per  cent  to  3|  per  cent.  The  highest  bidders 
were  another  large  national  bank,  which  offered  to  pay  3i  per  cent  on  active 
account  and  3£  per  cent  on  the  Inactive  account  of  the  Red  Cross,  and  a  large 
local  trust  company  which  offered  to  pay  3  per  cent  on  the  active  account  and 
3i  per  cent  on  the  inactive  account.  These  bids  came  in  during  the  month  of 
June,  but  were  not  formally  submitted  to  the  Red  Cross  committee  on  account 
of  the  absence  from  the  city  of  important  members  of  the  committee,  including 
the  chairman. 

Soon  after  the  outbreak  of  the  European  war,  in  August,  as  treasurer,  I  wrote 
a  letter  suggesting  to  the  chairman  of  the  Red  Cross  the  desirability  of  calling 
upon  the  local  depositaries  to  provide  collateral  security  for  the  Red  Cross  de- 
posits. I  felt  that  these  funds  represented  a  particularly  sacred  trust  and  that 
it  would  be  especially  unfortunate  if  anything  should  happen  to  tie  them  up 
or  to  prevent  their  payment  at  that  time  by  the  banks  holding  them,  in  view 
of  the  urgent  needs  for  these  deposits  for  the  relief  work  which  the  Red  Cross 
so  promptly  took  up  in  connection  with  the  European  war.  Pursuant  to  this 
suggestion  of  the  treasurer,  on  August  21,  1914,  the  executive  committee  of  the 
Red  Cross  passed  a  resolution  requiring  the  treasurer  to  obtain  from  local 
banks  or  trust  companies  in  which  Red  Cross  funds  should  be  deposited  interest 
at  the  rate  of  not  less  than  3  per  cent  per  annum  on  daily  balances,  and  also 
directing  the  treasurer  to  call  upon  the  depositaries  of  Red  Cross  funds  to 
deposit  collateral  securities  for  the  protection  of  the  balances  placed  with  such 
banks  or  trust  companies. 

Under  date  of  September  26,  1914,  I  wrote  to  Chairman  Davis,  of  the  central 
committee,  a  letter,  advising  him  that  the  plaintiff  had  refused  to  put  up 
security  for  the  Red  Cross  funds.  In  the  same  letter  I  reported  to  Chairman 
Davis  that  another  certain  national  bank  in  Washington,  the  next  largest  na- 
tional bank  in  the  city  to  the  Riggs,  and  whose  offer  in  the  matter  of  interest 
on  deposits  was  more  favorable  to  the  Red  Cross  than  that  of  any  other  bank 
or  trust  company,  had  offered  also  to  provide  satisfactory  collateral  security 
against  deposits  and  at  the  same  time  to  allow  more  favorable  interest  rates 
on  these  deposits  than  any  of  the  other  banks  which  had  been  invited  to  submit 
offers,  namely,  3}  per  cent  per  annum  interest  on  the  inactive  balance  and  3  per 
cent  per  annum  on  the  active  balance. 

On  October  1,  1914,  the  executive  committee  of  the  Red  Cross  adopted  a 
resolution  designating  the  national  bank  making  the  favorable  offer  above  re- 
ferred to  as  a  depositary  for  Red  Cross  funds. 

By  this  arrangement  the  Red  Cross  receives  31  per  cent  per  annum  interest 
on  its  inactive  balances  and  3  per  cent  on  its  active  balances,  and  at  the  same 
time  gets  collateral  security  for  the  money  held  locally  on  deposit.  Although 
the  plaintiff  bank  had  allowed  interest  at  3  per  cent  per  annum  on  a  certain 
portion  of  the  Red  Cross  funds  subsequent  to  April  1,  1913,  it  had  only  allowed 
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2  per  cent  per  annum  interest  for  the  entire  period  prior  thereto  during  which 
it  had  been  a  Red  Cross  depositary,  covering  several  years. 

The  statement  in  the  plaintiff's  bill  that  I  as  treasurer  of  the  Red  Cross  at 
any  time  solicited  and  recommended  the  acceptance  of  a  certain  offer  of  3}  per 
cent  by  a  certain  local  national  bank  on  active  accounts  and  of  3i  per  cent  from 
a  certain  local  trust  company  on  the  inactive  account  of  the  Red  Cross  is  un- 
true. 

The  deposits  which  the  Red  Cross  had  with  the  plaintiff  bank  were  not  sum- 
marily withdrawn  in  the  midst  of  the  European  war  crisis,  but  were  only 
checked  out  as  needed  for  use  in  the  work  of  the  society. 

The  average  balance  carried  by  the  Red  Cross  with  plaintiff  during  the  six 
months  ending  June  30,  1914,  was  $118,972.  On  July  1,  1914,  it  was  $107,044. 
On  August  1,  1914,  it  was  $101,151. 

For  the  three  months  during  which  financial  conditions  were  most  unsettled, 
August,  September,  and  October,  the  Red  Cross  balance  with  the  plaintiff  bank 
averaged:  For  August,  $114,981;  for  September,  $190,833;  and  for  October, 
$148,757. 

The  funds  were  withdrawn  beginning  in  October  and  were  not  entirely  with- 
drawn until  January,  1915. 

I  deny  that  I  at  any  time  made  efforts  to  withdraw  said  Red  Cross  amount 
from  the  plaintiff  bank  save  for  the  purpose  of  securing  for  said  Red  Gross 
the  most  favorable  interest  upon  and  a  greater  protection  for  its  deposits. 

Mr.  Williams.  Now,  Mr.  Chairman,  I  think  that  that  takes  us 
pretty  well  through  Mr.  Hogan's  testimony,  and  we  come  down  to 
Mr.  Darlington. 

Shall  we  take  that  up  or  not? 

The  Chairman.  I  would  like  to  finish  this  book  to-night. 

Senator  Ketes.  I  can  stay  here  until  4  o'clock. 

Mr.  Williams.  Mr.  Darlington  states  that  in  the  spring  of  1915  he 
called  at  the  office  of  the  Postmaster  General  in  connection  with  cer- 
tain conferences  or  negotiations  which  it  appears  had  been  conducted 
by  Mr.  Jeffries,  a  director  of  the  Biggs  National  Bank,  and  certain 
other  gentlemen.  I  have  not  had  the  opportunity  of  refreshing  my 
memory  by  discussing  this  subject  with  the  Postmaster  General  since 
Mr.  Darlington  gave  his  testimony,  but  it  is  true  that  I  was  asked  to 
confer  in  this  connection  with  the  Postmaster  General  and  was  given 
to  understand  that  certain  parties  representing  the  Riggs  National 
Bank  desired  to  make  some  proposition  in  connection  with  the  re- 
newal of  the  charter.  I  did  not  know  what  they  proposed  to  do  or 
how  they  proposed  to  do  it.  The  preliminary  negotiations,  if  there 
were  any,  were  not  with  me,  nor  am  I  informed  in  regard  to  them. 

Upon  that  occasion  it  was  suggested  that  if  those  gentlemen  would 
make  an  offer  along  certain  lines  it  would  be  considered.  I  think  Mr. 
Darlington  has  made  it  very  clear  that  no  commitments  of  any  sort 
were  given,  either  by  the  Postmaster  General  or  by  me,  as  to  wnether 
those  suggestions  or  propositions  would  be  favorably  acted  upon  or 
whether  they  would  not.  As  to  how  those  suggestions  were  developed 
I  am  not  informed,  but  I  presume  that  they  were  developed  as  a  result 
of  conferences  between  Mr.  Darlington  and  Mr.  Jeffries  and  others. 
Anyhow,  I  was  present  for  a  few  minutes  when  it  was  suggested  that 
a  proposition  or  that  sort  might  be  laid  before  the  Postmaster  Gen- 
eral and  he  would  take  the  matter  up  with  the  comptroller's  office. 
I  did  not  express  myself  one  way  or  the  other  as  to  what  would  be 
done  in  case  those  propositions  snould  be  made. 

The  Chairman.  You  were  present? 

Mr.  Williams.  I  was. 

The  Chairman.  And  the  Postmaster  General  sent  for  Mr.  Dar- 
lington? 
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Mr.  Williams.  No  ;  I  do  not  know  whether  the  Postmaster  Gen- 
eral sent  for  Mr.  Darlington  or  whether  Mr.  Darlington  asked  per- 
mission to  call  on  the  Postmaster  General.  As  I  have  stated,  1  do 
not  know  who  originated  the  suggestion  or  how  it  was  developed. 

The  Chairman.  Mr.  Darlington  says  on  page  163 : 

My  first  interview  with  Mr.  Williams  was  the  25th  of  March,  1916.  Mr.  L.  B. 
Jeffries,  a  director  of  the  Riggs  National  Bank,  also  one  of  the  general  counsel 
for  the  Southern  Railway  Co.,  informed  me  that  a  very  prominent  public 
official,  whose  name  I  will  give  if  I  have  to,  but  which  I  would  rather  not  give, 
had  agreed  to  act  as  a  mediator  between  the  bank  and  the  comptroller. 

Mr.  Williams.  As  to  how  he  agreed  to  act,  who  asked  him  to  act, 
1  do  not  know. 

The  Chairman.  You  were  present  at  this  conference? 

Mr.  Williams.  I  was. 

The  Chairman.  Do  you  agree  to  it  as  stated  by  Mr.  Darlington, 
or  the  substance  of  it? 

Mr.  Williams.  The  substance  of  what  took  place  was  that  it  was 
suggested  to  Mr.  Darlington  and  Mr.  Jeffries  that  if  a  proposition 
along  those  lines  should  be  submitted  by  them — if  the  request  should 
be  made  by  them — it  would  be  acted  upon,  or  consideration  would 
be  given  to  the  subject.  I  should  think  that  is  the  gist  of  what  Mr. 
Darlington  has  testified  to,  and  I  think  he  has  made  it  very  clear 
that  no  commitments  of  any  sort  were  made. 

The  Chairman.  Did  you  talk  with  the  Postmaster  General  about 
it? 

Mr.  Williams.  Since  then? 

The  Chairman.  No;  at  that  time? 

Mr.  Williams.  Yes.  I  do  not  know  how  it  developed.  He  told 
me  in  a  personal  way,  that  he  understood  that  they  were  going  to 
make  some  such  proposition  as  that. 

The  Chairman.  You  had  a  conversation  with  Mr.  Burleson  about 
it  before  the  interview  ? 

Mr.  Williams.  As  I  say,  yes ;  and  that  something  along  those  lines 
would  probably  be  submitted  by  them.  1  did  not  know  what  it  would 
be,  and  no  one"  could 

The  Chairman.  As  submitted  by  them — whom  do  you  mean? 

Mr.  Williams.  Mr.  Darlington  and  Mr.  Jeffries. 

The  Chairman.  This  proposition  was  submitted  by  Mr.  Bur- 
leson  

Mr.  Williams.  No ;  I  do  not  understand  that  it  was.  I  under- 
stand that  Mr.  Burleson  told  them  that  if  they  would  submit  a  propo- 
sition along  those  lines,  which  I  presumed  had  been  discussed  either 
by  Mr.  Darlington  or  by  Mr.  Jenries  with  some  one — I  do  not  know 
who,  possibly  for  a  while  with  the  Postmaster  General — that  it  would 
be  considered. 

The  Chairman  (reading)  : 

The  Chairman.  Mr.  Williams  was  present? 
Mr.  Darlington.  Yes,  sir. 

The  Chairman.  And  the  Postmaster  General  said  he  made  this  proposition 
without  authority  from  Mr.  Williams? 
Mr.  D Arlington.  Oh,  yes. 

Mr.  Williams.  Where  is  that,  Mr.  Chairman  ? 
The  Chairman.  That  is  at  the  top  of  page  165. 
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Mr.  Williams.  Well,  I  do  not  think  the  proposition  was  made  by 
the  Postmaster  General.  I  think  it  was  a  discussion  beween  the 
Postmaster  General  and  those 

The  Chairman.  Mr.  Darlington  explained  a  little  further: 

Yes,  sir.  It  was  not  to  be  regarded  as  a  proposition  either  from  himself  or 
Mr.  Williams,  but  if  the  bank  would  signify  its  willingness  to  accept  these 
terms , 

Mr.  Williams.  Ah,  there  it  is. 

The  Chairman  (continuing  reading) : 

Then  they  would  consider  whether  they  would  grant  them  or  not 

Mr.  Williams.  Exactly ;  it  was  not  a  proposition.  That  is  the 
express  language,  that  it  was  not  a  proposition,  but  if  the  Kiggs 
Bank  should  ask  to  be  permitted  to  go  ahead  on  that  basis  it  would 
be  considered. 

The  Chairman.  Mr.  Burleson  was  doing  the  talking  at  that  time, 
was  he  not? 

Mr.  Williams.  Yes;  he  and  Mr.  Darlington. 

The  Chairman.  He  said  if  the  bank  would  signify  its  willingness 
to  do  these  things,  that  would  be  done? 

Mr.  Williams.  That  is  very  indefinite.  That  is  not  a  proposition 
from  the  Postmaster  General. 

The  Chairman.  Well,  leave  it  there. 

Mr.  Williams.  I  think  Mr.  Darlington  said  his  reply  was  sub- 
mitted in  writing.  I  think  it  is  hardly  worth  while  to  discuss  his 
letter.    If  you  want  that,  he  can  send  it.   I  imagine  he  sent  the  letter. 

The  Chairman.  No  ;  I  do  not  think  it  is  important. 

Mr.  Williams.  Mr.  Chairman,  he  speaks  here 

The  Chairman.  That  proposition  was — I  do  not  think  that  either 
of  us  stated  it;  it  might  De  well  to  put  it  in  the  record  now — if  the 
directors  would  resign  he  would  see  what  they  could  do  about  the 
charter,  in  substance. 

Mr.  Williams.  Let  us  see  what  it  does  state.    On  page  164  I  see 

this — this  is  Mr.  Darlington  speaking: 

If  I  would  bring  him  on  Monday  a  written  statement  that  the  bank  would 
accept  the  charter  on  certain  conditions  he  outlined,  he  and  the  comptroller 
would  then  take  the  matter  up  and  see  if  the  charter  could  not  be  granted. 

He  says  further : 

I  may  not  state  those  conditions  in  the  order  in  which  they  were  given,  but 
they  were,  first,  we  should  file  in  the  equity  suit  a  withdrawal  of  all  charges 
of  collusion,  or  misconduct,  or  conspiracy  on  the  part  of  the  comptroller  or  of 
the  Secretary  of  the  Treasury,  and  should  add  to  this  withdrawal  the  fact 
that  the  charges  were  without  foundation. 

The  Chairman.  He  is  there  quoting  Mr.  Burleson's  proposition? 

Mr.  Williams.  Yes. 

The  Chairman.  That  is  sufficient. 

Mr.  Williams.  I  am  not  prepared  to  say  that  that  is  in  detail 
what  the  proposition  was,  but  it  was  along  those  lines.  I  am  not 
prepared  to  say  that  it  involved  all  of  those  conditions  in  the  man- 
ner in  which  they  are  stated,  but  it  was  along  those  lines. 

Now,  Mr.  Chairman  and  gentlemen,  on  page  166  Mr.  Darlington 
states :  "  Mr.  Cornell " — I  think  it  is  Cornwell  or  Cornwall — "  if  I 
remember  the  name  correctly,  a  lawyer  in  West  Virginia,  had  ob- 
tained the  State  charter  for  us.    Some  time  after  he  came  to  Wash- 
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ington.  He  was  a  candidate  for  the  governorship  on  the  Democratic 
side.  He  went  to  see  Mr.  McAdoo,  so  he  told  me,  and  told  him  that 
everywhere  he  went  in  his  campaign  he  was  met  by  this  Biggs 
trouble;  that  unless  the  administration  wanted  him  defeated,  some- 
thing must  be  done  about  that  matter." 

Mr.  Chairman,  I  never  met  Mr.  Cornwell  in  my  life,  and  there- 
fore I  will  not  be  able  to  testify  as  to  what  he  may  have  said,  but  I 
want  to  say  this,  that  that  does  not  impress  me  as  being  a  very  fair 
statement  of  the  case,  nor  do  I  believe  that  either  Mr.  Cornwell  or 
anyone  else  traveling  about  West  Virginia  wds  met  on  every  side  by 
complaints  of  the  Biggs  Bank.  I  believe  that  statement  is  wholly 
without  justification  by  whomsoever  made.  Personally,  I  do  not  be- 
lieve Mr.  Cornwell  said  it,  and  I  want  to  say  this,  that  if  Mr.  Corn- 
well  did  say  it,  probably  Mr.  Cornwell  may  have  had  some  special 
reason  for  desiring  to  have  the  Biggs  controversy  ended.  I  under- 
stand that  Mr.  Cornwell  is  a  near  relation  or  connection  by  marriage 
or  otherwise  of  Mr.  Ailes,  of  the  Biggs  Bank.  Whether  Mr.  Corn- 
well  was  more  concerned  about  Mr.  Ailes  and  the  Biggs  Bank  than 
he  was  about  the  Democratic  Party  or  any  other  party  may  be  deter- 
mined by  you.  I  do  not  care  to  express  an  opinion  on  that  point;  but 
I  think  it  is  well,  while  Mr.  Cornwell  is  being  met  on  all  sides  by  the 
report  that  the  Biggs  Bank  was  affecting  politics  in  West  Virginia, 
to  note  that  it  was  another  interest  of  Mr.  Ailes,  of  the  Biggs  Bank, 
which  Mr.  Cornwell  might  perhaps  with  propriety  have  desired 
to  aid. 

Mr.  Chairman,  I  should  like  at  such  time  as  may  be  convenient  to 
you  to  sum  up  and  get  rid  of  this  case  as  far  as  I  am  concerned. 

The  Chairman.  Yo  do  not  expect  to  do  that  this  afternoon  ? 

Mr.  Williams.  No,  sir. 

The  Chairman.  We  will  leave  the  discussion  of  that  point  for  some 
later  date.    Have  you  finished? 

Mr.  WnxjAM8.  x  es,  sir. 

The  Chairman.  The  committee  will  adjourn  until  Monday  morn- 
ing at  10  o'clock. 

(Whereupon  at  4  o'clock  p.  m.  the  committee  adjourned  until  Mon- 
day, July  28, 1919,  at  10  o'clock  a.  m.) 
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MONDAY,  JULY  28,  1010. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m. 
in  the  committee  room,  Senate  Office  Building,  Senator  George  P. 
McLean  presiding. 

Present:  Senators  McLean  (chairman),  Page,  Newberry,  Keyes, 
Fletcher,  and  Henderson. 

Present  also:  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Currency ;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency ;  Mr.  Samuel  Untermyer,  of  New  York ;  Mr.  Wade  H.  Cooper, 
of  Washington,  D.  C,  and  others. 

The  Chairman.  The  committee  will  be  in  order.  We  will  now 
hear  Mr.  Untermyer. 

STATEMENT  OF  MB.  SAMUEL  UNTERMYER,  OF  NEW  YORK,  N.  Y. 

Mr.  Untermyer.  Mr.  Chairman  and  Senators,  I  am  a  member  of 
the  New  York  bar  and  have  been  engaged  in  practice  there  for  up- 
wards of  40  years.  I  regret  that  Mr.  Hogan  has  seen  fit  to  reopen 
the  endless  Riggs  Bank  controversy. 

His  testimony  concerning  my  connection  with  that  controversy 
was  given  July  10  and  11.  I  reached  Washington  on  the  morn- 
ing o?  the  12th  on  an  engagement  to  appear  that  morning  before  the 
Senate  Sub-Judiciary  Committee  on  Prohibition  on  my  way  to  the 
White  Sulphur  Springs.  I  found  it  impossible  to  secure  a  hearing 
that  day  before  your  committee  and  accordingly  left  Washington 
that  evening  for  the  springs  and  have  been  there  ever  since.  I  am 
now  being  heard  at  my  own  request. 

The  Riggs  Bank  transactions  occurred  more  than  four  years  ago, 
and  a  great  many  things  have  happened  meantime,  besides  which       ^ 
human  memory  is  at  best  fallible,  out  according  to  my  recollection 
of  the  incidents  referred  to,  Mr.  Hogan's  testimony  contains  many      "K. 
serious  inaccuracies  and  misapprehensions  and  is  replete  with  mis-        v^. 
leading  assertions. 

You  have  had  so  much  testimony  as  to  the  status  and  merits  of  the 
various  phases  of  the  Riggs  Bank  controversy  that  I  assume  you  will 
not  care  to  have  cumulative  evidence  from  me  on  the  many  points 
of  difference  between  Mr.  Hogan  and  myself,  and  I  shall  accordingly 
confine  myself,  unless  otherwise  directed,  to  stating  only  a  few  of 
those  differences  and  mainly  those  with  which  I  am  personally  con- 
cerned. 

Again  and  again  in  his  testimony  Mr.  Hogan  emphasizes  the  fact 
that  in  his  talks  with  me  I  was  acting  as  the  attorney   for  Mr. 
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Williams.  Referring  to  the  talk  at  the  Shoreham,  you  will  find  on 
page  141  the  following: 

Senator  Henderson.  Was  Mr.  Williams  connected  with  It  in  any  way? 

"  It "  referring  to  the  transaction  with  me,  to  which  Mr.  Hogan 
had  testified. 

Mr.  Hog  an.  Mr.  Untermyer  was  his  counsel.  He  was  not  a  Government  em- 
ployee. 

Again,  on  page  139,  I  am  quoted  as  having  said  to  Mr.  Hogan 
that  Mr.  Williams  wTas,  as  he  f Hogan]  knew,  "implacable"  in  this 
matter;  that  something  would  have  to  be  done  to  satisfy  Mr.  Williams 
with  respect  to  what  he  [Williams]  thought  should  be  done  with 
the  officers  of  the  bank ;  that  he  would  let  up  on  this  bank  and  let  up 
on  its  officers  only  when  he  attained  his  end  of  getting  Ailes  and  the 
two  Flathers  out. 

Mr.  Hogan  testified  as  follow- s: 

Mr.  Untermyer  said  he  thought  Mr.  Williams  was  right  in  that  regard  and 
they  should  be  gotten  out. 

Again  on  page  142 : 

The  Chairman.  If  he — 

Referring  to  me — 

said  what  you  say  he  said,  it  indicated  that  he  had  discussed  this  matter  with 
Mr.  Williams? 

Mr.  Hogan.  I  have  no  doubt  about  It.  He  did  not  say  that,  but  there  was  not 
the  slightest  doubt  in  my  mind  that  he  had. 

The  Chairman.  He  made  the  offer  to  you  with  apparent  authority  to  carry 
it  out  ? 

Mr.  Hogan.  Certainly.    As  I  say,  he  was  the  attorney  for  Mr.  Williams. 

These  statements  are  incorrect  in  that  (1)  I  was  not  the  attorney 
for  Mr.  Williams  except  in  the  incidental  way  that  I  shall  explain; 
(2)  I  wras  a  Government  employee;  I  w7as  retained  and  paid  by  the 
Attorney  General  and  never  rendered  a  bill  or  received  a  fee  from 
anyone  else;  (3)  I  did  not  say,  in  words  or  in  substance,  that  Mr. 
Williams  was  "  implacable "  or  that  "  something  would  have  to  be 
done  to  satisfy  him." 

I  did  say  that  it  was  my  opinion  that  upon  the  record  as  it  stood, 
these  officers,  one  of  whom  resigned  after  being  indicted,  ought  to 
resign,  and  that  is  and  always  has  been  my  opinion. 

The  facts  as  to  my  employment  are  briefly  as  follows:. 

Some  time  in  April,  1915,  I  was  called  in  New  York  bv  telephone 
from  Washington,  either  from  the  Attorney  General's  office  or  from 
Mr.  McAdoo 's  office,  I  do  not  recall  which,  to  come  to  Washington  for 
a  meeting  at  the  Attorney  General's  office.  I  went  directly  from  the 
train  late  in  the  evening  to  the  office  of  the  Attorney  General  and 
there  met  Mr.  Gregory  and  Mr.  Brandeis.  I  do  not  think  that 
either  Mr.  McAdoo  or  Mr.  Williams  was  present,  but  I  think  Mr. 
Warren,  the  Deputy  Attorney  General,  was  there.  Mr.  McAdoo 
and  I  have  been  friends  for  many  years.  I  have  a  country  place  at 
Yonkers  where  Mr.  McAdoo  at  one  time  lived.  We  worked  together 
in  the  prenomination  campaign  of  1912.  I  was  one  of  the  few  New 
York  Wilson  delegates  to  the  national  convention  of  that  year  at 
which  he  was  also  a  delegate.  During  the  campaign  we  saw  a  great 
deal  of  each  other  and  again  in  the  1916  campaign  and,  in  fact,  almost 
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every  time  I  came  to  Washington  and  when  he  occasionally  came  to 
New  York. 

The  Attorney  General  said  that  Mr.  McAdoo  was  anxious  to  have 
me  act  for  him  in  the  case  which  had  been  brought  by  the  Riggs 
Bank  charging  him  and  Mr.  Williams  with  conspiring  to  destroy 
the  bank,  and  wanted  to  know  whether  I  would  accept  a  retainer  on 
behalf  of  the 'Government.  I  told  him  I  would  be  glad  to  do  any- 
thing to  assist  my  friend,  but  would  prefer  to  act  without  compensa- 
tion, and  subsequently  wrote  him  two  or  three  letters  to  that  effect, 
but  the  Attorney  General  was  insistent  that  it  was  beneath  the  dignity 
of  the  Government  to  accept  such  service  without  compensation. 
When  the  matter  was  finally  wound  up  I  accordingly  told  him  to  fix 
whatever  compensation  he  cared  to,  but  that  I  would  prefer  that  it 
be  made  nominal  if  he  was  not  willing  to  allow  me  to  defend  my 
friend  without  pay. 

I  was  told  that  Mr.  Brandeis  had  been  advising  the  comptroller, 
with  whom  I  had  had  no  social  or  professional  relations,  except  that 
'ii  the  reorganization  of  the  Seaboard  Air  Line  Railway  I  had  acted 
as  counsel  for  the  reorganization  committee  on  behalf  of  the  Blair- 
Warfield  interests  as  opposed  to  Mr.  Williams.  I  had  not  seen  him 
for  years,  and  it  was  only  when  an  examination  of  the  papers  dis- 
closed that  there  should  be  a  joint  representation  of  all  the  counsel 
interested  for  both  the  defendants,  that  I  became  counsel  also  for- 
Mr.  Williams,  because  of  my  position,  primarily,  as  counsel  for  Mr. 
McAdoo,  and  acted  for  both  as  Government  officials  and  upon  the  sole  • 
retainer  of  the  Government. 

So  far  as  I  can  discover  from  the  record,  Mr.  Hogan  nowhere  fixes 
the  time  of  the  meeting  with  me  in  the  presence  of  Mr.  Cromwell, 
the  substance  of  which  he  has  undertaken  to  recite  and  about  which 
he  was  examined  on  page  13f>  and  again  on  pages  138,  139,  140,  and 
142  of  the  printed  record  of  the  proceedings. 

As  heretofore  stated,  I  have  not  been  in  New  York  since  learning  of 
his  testimony,  but  have  had  my  son  see  Mr.  Cromwell  with  a  view 
to  ascertaining  his  recollection  of  the  interview  referred  to  by  Mr. 
Hogan  and  of  a  subsequent  interview  I  had  with  Mr.  Cromwell  alone. 
I  judge  from  a  report  made  by  my  son  to  me  that  my  recollection  and 
that  of  Mr.  Cromwell  are  in  a  general  way  in  substantial  accord. 

According  to  my  recollection  the  interview  referred  to  by  Mr. 
Hogan  took  place  at  the  Shoreham  Hotel  about  the  middle  of  June, 
1915,  and  was  an  entirely  accidental  and  informal  meeting.  I  had 
come  to  Washington  that  morning  on  other  business  and  had  been 
lunching  with  a  party  of  gentlemen  at  the  Shoreham  and  met  him 
and  Mr.  Hogan  in  the  lobby  of  the  hotel  on  the  way  out. 

Mr.  Cromwell  and  I  have  been  friends  for  between  35  and  40 
veal's,  practicing  law  in  the  same  city,  and  have  come  in  contact  with 
one  another  at  various  times  beginning  as  early  as  35  years  or  more 
ago.  On  seeing  me  on  the  occasion  in  question  he  told  me  that  he 
was  in  Washington  representing  a  committee  of  the  directors  of  the 
Riggs  Bank,  which  was  investigating  the  transactions  between  the 
officers  and  the  bank  resulting  from  the  facts  that  had  been  disclosed 
in  the  case  that  had  been  argtied  before  Mr.  Justice  McCoy.  I  can 
not  undertake  to  remember  all  that  was  said  in  this  casual  conversa- 
tion of  perhaps  5  or  10  minutes,  but  the  substance  of  it,  as  I  now  re- 
call, was  that  he  and  his  clients  had  heard  with  considerable  ^ati*- 
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brokerage  shop  inside  of  a  bank,  and  that  is  what  I  told  the  court  on 
the  argument,  as  you  will  see  from  the  notes.  This  was  not  a  bank 
at  all.  It  had  a  vast  amount  of  deposits,  a  large  amount  for  Wash- 
ington, by  far  the  largest  amount  of  any  bank  in  Washington,  but 
out  of  its  total  deposits  there  was  less  than  10  per  cent  of  commercial 
business,  and  out  of  its  loans  there  was  less  than  10  per  cent  of  <  om- 
mercial  business.  There  was  about  90  per  cent  loaned  on  all  kind? 
of  stocks,  speculative  and  otherwise,  and  this  brokerage  firm,  consist- 
ing of  officers  of  the  bank,  would  buy  stocks  or  sell  stocks  short,  and 
the  bank  would  do  the  bulk  of  the  financing. 

The  Chairman.  For  what  period    How  long. did  that  continue? 

Mr.  Untermyer.  Practically  all  through  the  history  of  the  bank. 

The  Chairman.  Up  to  what  date? 

Mr.  Untermyer.  Almost  up  to  the  time  of  the  beginning  of  the 
suits,  as  I  remember  it.  I  think  that  stopped  shortly  before  that.  I 
think  that  when  the  controversy  with  Mr.  Williams  started,  that  sort 
of  thing  stopped.  But  I  think  it  lasted  practically  up  to  that  time. 
They  drifted  very  naturally  into  it,  though.  You  see,  this  had  been 
a  private  partnership  of  Riggs  &  Co.,  and  they  had  been  what  you 
call  private  bankers,  which  in  most  localities  means  stockbrokers 
first,  and  bankers  afterwards.  The  members  of  the  firm  were  mem- 
bers of  the  stock  exchange,  and  their  business  had  been  largely  a 
Htock  brokerage  business,  so  that  when  they  incorporated  into  the 
form  of  a  national  bank,  they  went  on,  and  their  business  enlarged, 
and  was  of  this  same  character.  But  it  was  a  business  with  which  a 
national  bank  had  no  right  to  be  concerned. 

Senator  Page.  No  losses  ever  grew  out  of  this  class  of  transaction, 
I  believe  you  tell  me  ? 

Mr.  Untermyer.  I  do  not  know  as  to  that.  I  think  there  were 
email  losses.  But  that  did  not  seem  to  me  to  affect  the  question  at 
all,  because  if  one  national  bank  could  be  a  brokerage  shop  and  have 
the  good  management  to  make  no  losses,  why  could  not  other  national 
banks  run  brokerage  shops  with  less  judgment  and  less  ability,  and 
wreck  the  bank  ? 

Senator  Page.  I  was  simply  thinking  about  the  final  results  of  the 
whole  transaction. 

Mr.  Untermyer.  Of  course,  I  look  back  of  the  results.  I  am  look- 
ing at  the  principle  of  the  thing.  It  was  essentially  and  funda- 
mentally wrong  in  principle.  But  I  felt  that  these  men  had  drifted 
into  it,  at  a  time  when  the  ethical,  financial  standards  were  very 
different  from  what  they  became  in  later  years. 

The  Chairman.  Other  banks  in  Washington  were  doing  the  same 
thing  in  a  smaller  way  ? 

Mr.  Untermyer.  I  had  never  heard  of  it.  I  do  not  know  of  any 
bank  in  New  York — much  as  has  been  said  against  high  finance  in 
New  York,  and  much  as  may  be  just  said  against  it — that  ran  a 
brokerage  shop  with  the  officers  of  the  bank,  financed  with  the  funds 
of  depositors  of  a  national  bank.  I  think  Mr.  Williams  performed 
a  high  public  service  when  he  stopped  that  sort  of  thing.  I  think 
lie  also  performed  a  high  public  service  when,  for  the  first  time  in  the 
history  of  this  country,  he  required  national  banks  that  had  Govern- 
ment deposits  to  pay  interest  to  the  Government.  When  the  banks 
were  all  paying  their  out-of-town  correspondents  interest  upon  their 
balances,  they  were  not  paying  the  Government  a  cent,  during  all 
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those  years,  until  Mr.  Williams  compelled  them  to  pay  interest,  and 
put  them  on  a  par  at  least  with  the  private  depositors. 

I  think  Mr.  Williams  is  one  of  the  best  comptrollers  this  country 
has  ever  had,  fearless  and  courageous,  and  when  he  has  seen  his  duty, 
he  has  done  it.  Every  man  has  his  temperamental  weaknesses  and 
infirmities,  but  when  you  come  to  the  crux  of  the  administration  of 
that  office,  it  is  fine. 

The  Chairman.  Do  you  think  the  powers  of  the  comptroller  are 
rather  large? 

Mr.  Untermyer.  Yes;  they  are  very  broad.  But  they  have  to  be 
broad  if  you  want  to  have  sound  finance,  or  somebody  has  to  have 
power  over  these  banks  to  see  that  they  keep  within  tne  law. 

The  Chairman.  It  has  been  suggested  that  the  office  be  abolished 
and  that  the  functions  be  transferred  to  the  Federal  Reserve  Board. 
I  do  not  know  whether  you  care  to  express  an  opinion  on  that 
subject  or  not. 

Mr.  Untermyer.  I  have  often  heard  the  suggestion,  but  it  has 
seemed  to  me  that  there  should  be  some  officer  especially  charged 
with  the  supervision  of  national  banks  and  of  their  affairs. 

The  Chairman.  Would  you  suggest  that  his  acts  be  subject  to 
review  in  any  way? 

Mr.  Untermyer.  Yes.  I  think  his  actions  should  be  subject  to 
judicial  review  in  certain  respects.  I  think  also  he  should  have  a 
rather  wide  discretion.  But  I  do  not  believe  in  administrative  offi- 
cers being  czars  in  their  power.  I  think  there  are  a  great  many 
acts  that  are  now  not  subject  to  review  that  ought  to  be  subject  to 
review  by  a  judicial  power. 

Senator  Fletcher.  Do  you  not  think  an  individual  can  better 
perform  the  functions  of  a  comptroller  than  a  board  ? 

Mr.  Untermyer.  Yes.  I  think  it  would  be  a  mistake  to  abolish 
the  office  of  Comptroller  of  the  Currency.  I  think  that  ought  to  be 
in  charge  of  one  man,  who  does  not  bear  a  mass  of  responsibilities 
for  all  the  finances  of  the  country  and  for  its  entire  system,  but 
of  a  man  who  bears  responsibility  for  the  proper  conduct  of  the 
business  of  the  national  banks  and  the  keeping  of  them  prayerfully 
within  the  law,  because  it  is  only  prayerfully  that  you  will  keep 
them  within  the  law,  and  it  is  only  by  eternal  vigilance  that  you 
will  do  so. 

I  said  to  Mr.  Cromwell,  as  I  stated,  that  the  bank  had  been  oper- 
ating this  stock-brokerage  business  with  the  assets  of  the  depositors, 
and  its  cashier  had  been  plainly  guilty  of  dishonesty;  that  the 
whole  thing  was  scandalous  and  a  pernicious  example,  more  per- 
nicious because  it  had  succeeded  than  if  the  bank  had  failed  as  a 
result  of  the  speculation  of  its  officers. 

The  Chairman.  Who  was  cashier  at  that  time? 

Mr.  Untermyer,  Mr.  H.  H.  Flather  was  cashier.  Mr.  Hogan 
states  somewhere  in  his  testimony  that  it  was  because  of  some  state- 
ment I  made  in  open  court  concerning  the  operations  of  the  bank 
that  he  felt  it  necessary  to  present  this  affidavit.  I  think  he  over- 
looked the  fact  that  we  had  previously  presented  an  affidavit  of  a 
man  named  Bennet — which  is  in  the  record,  and  I  assume  that  the 
record  is  before  you.  We  picked  out  hurriedly  a  number  of  trans- 
actions of  Mr.  rf.  H.  Flather  in  which  he  had  pocketed  the  money 
of  his  customer.     For  instance,  he  was  the  cashier,  and  the  orders 
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for  stock  purchases  would  come  to  his  desk.     There  were  trans- 
actions such  as  this : 

A  customer  would,  we  will  say,  instruct  the  bank  to  sell  a  hundred 
shares  of  Union  Pacific  short.  If,  within  an  hour  or  two  after  that. 
Union  Pacific  went  down  Mr.  Flather  would  settle  on  his  own  ac- 
count for  that  transaction  and  take  the  profit,  either  in  cash  or  in  a 
check,  and  then  he  would  buy  the  customer's  stock  at  the  larger  price, 
so  that  the  customer  would  not  get  all  the  profjt. 

The  Chairman.  There  were  two  Messrs.  Flather? 

Mr.  Untermyer.  Mr.  H.  H.  Flather. 

The  Chairman.  Is  that  the  Flather  who  afterwards  resigned? 

Mr.  Untermyer.  That  is  the  Flather  who  resigned  when  the  in- 
dictment was  handed  down,  and  it  was  eminently  necessary  that  he 
should  resign.  That  sort  of  thing  has  been  going  on  a  long  time.  I 
do  not  believe  the  other  officers  of  the  bank  knew  anything  about 
those  transactions.  There  was  no  evidence  that  they  knew  it.  It 
only  goes  to  show  the  perils  of  allowing  a  bank  to  run  this  kind  of  a 
business,  no  matter  how  much  money  it  makes  out  of  it.  I  have  no 
doubt  that  the  national  banks  of  this  country  could  make  fortunes  if 
they  could  all  turn  themselves  into  stock  brokerage,  real  estate 
brokerage,  grain  brokerage,  produce  brokerage  houses  and  finance 
everybody  who  they  thought  was  responsible  with  proper  margins  in 
those  businesses.  I  think  they  could  make  great  fortunes  if  they 
had  good  judgment. 

Senator  Henderson.  In  the  illustration  you  have  just  given,  do 
you  hold  the  bank  responsible  for  the  act  of  Mr.  Flather,  when  none 
of  the  officials,  as  you  say,  knew  about  it? 

Mr.  Untermyer.  In  a  sense,  yes ;  because  it  had  gone  on  for  a  long 
period  of  years ;  and  because  of  this  fact,  that  every  time  a  transac- 
tion was  made  in  stocks,  through  the  Riggs  Bank,  a  memorandum  of 
the  sale  or  purchase,  a  memorandum  slip  from  the  brokerage  house, 
would  come  to  the  bank,  and  a  statement  of  the  purchase  or  sale,  or 
whatever  it  might  be,  would  come  to  the  bank,  and  the  transaction 
would  be  billed  to  the  Riggs  Bank.  These  transactions  were  con- 
ducted upon  the  credit  of  the  Riggs  Bank. 

It  seems  to  me  the  officers  must  have  been  very  blind  or  derelict 
in  duty  if  in  the  course  of  time  they  failed  to  learn  of  what  wae 
going  on.  As  I  have  said,  I  do  not  think  they  did.  But  a  man 
could  become  president  of  a  bank,  go  off  to  Europe  and  spend  a  few 
years,  and  come  back  and  say,  "  I  am  not  responsible  for  the  man- 
agement of  this  bank,  although  I  loaned  it  my  name  and  my  prestige, 
and  people  dealt  with  the  bank  on  the,  faith  of  them.  But  I  was 
away  and  I  did  not  know  it."    I  think  they  were  bound  to  know  it. 

Senator  Fletcher.  The  evidence  shows  they  had  a  private  wire 
to  the  cashier's  desk  from  a  brokerage  office.  The  bank  officers  must 
have  known  that. 

Mr.  Untermyer.  I  think  they  not  only  had  a  private  wire  to  the 
Lewis  Johnson  &  Co.  desk,  but  if  my  memory  serves  me  right, 
they  also  had  a  wire  to  another  brokerage  house,  Colgate  &  Co.,  in 
New  York,  with  which  the  Riggs  Bank  also  did  business.  We  were 
not  able,  in  the  short  time  that  elapsed  before  the  argument,  to  get 
into  the  Colgate  account,  because  that  was  a  going  concern,  and 
we  had  no  access  to  their  books.    It  was  only  because  Lewis  John- 
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son  &  Co.  was  in  bankruptcy,  and  their  books  were  open  and  here 
in  Washington;  that  we  were  able  to  analyze  their  transactions. 

But  back  of  it  all  there  is  this  fact,  that  these  people  really  drifted 
into  this  thing — I  mean  they  drifted  into  the  Tbusiness.  They  did 
not  deliberately  take  up  the  business  when  they  became  a  national 
bank.  They  simply  succeeded  to  a  banking  and  brokerage  business, 
and  incorporated  as  a  national  bank.  But  to  my  mind,  if  they 
wanted  to  do  that  sort  of  a  business,  they  ought  to  have  incorporated 
as  a  banking  house,  if  they  wanted  to  incorporate  at  all,  or  not  take 
deposits. 

There  has  been  handed  me  here  some  of  the  checks  that  were 
made  by  Lewis  Johnson  &  Co.  to  the  order  of  the  Biggs  Bank,  and 
some  of  the  sample  memoranda  of  purchases  and  sales  that  were 
delivered  day  by  day  through  all  of  this  time,  all  the  dealings  being 
with  the  Biggs  Bank. 

I  told  Mr.  Cromwell,  as  I  have  told  a  great  many  other  people, 
and  as  I  feel,  that  I  was  naturally  very  sorry  for  Mr.  Glover,  as 
I  would  feel  sorry  for  any  man  of  his  age  and  standing  in  the  com- 
munity who  had  gotten  into  this  sort  of  trouble,  but  the  officials 
were  not  entitled  to  be  intrusted  with  other  people's  money,  and 
that  it  did  not  seem  right  to  have  one  rule  for  the  man  who  won 
out  and  another  for  the  man  who  lost  out  in  the  same  sort  of  trans- 
action. All  this  discussion  was  in  connection  with  Mr.  Cromwell's 
various  resourceful  suggestions  of  a  way  out  of  the  difficulty  by 
which  the  bank  would  have  its  charter  renewed,  for  there  is  no 
man  in  this  country  who  has  been  more  resourceful  or  more  distinctly 
helpful  in  negotiations  and  in  the  difficulties  of  finance  than  is  Mr. 
Cromwell,  besides  which  he  has  a  constructive  mind  that  amounts 
to  genius  in  transactions  of  this  kind. 

I  told  Mr.  Cromwell  at  that  interview  of  my  leaving  that  dav  for 
New  York  and  starting  the  following  day  for  California,  which  I 
did.  So  far  as  my  memory  serves  me  now,  that  was  mv  last  con- 
nection with  Biggs  Bank  affairs  until  Mr.  Darlington  called  on  me 
in  New  York  in  company  with  a  Member  of  the  Senate.    • 

My  recollection  of  what  transpired  at  that  interview  does  not 
differ  materially  from  his,  as  stated  on  page  166  of  the  testimony, 
except  that  he  describes  me  parenthetically  as  being  counsel  for  the 
comptroller,  in  which  statement  he  is  mistaken;  and  he  uses  this 
language : 

"He  (referring  to  me)  said  that  the  charter  could  be  arranged  on 
certain  conditions,  naming  the  conditions."  This  meeting  with  Mr. 
Darlington,  as  I  recall  it,  was,  as  he  states,  some  time  in  June,  1916, 
which  was  more  than  one  year  after  my  connection  with  the  Biggs 
Bank  case  had  totally  ceased.  It  was  after  the  acquittal  in  the  crimi- 
nal proceedings. 

These  gentlemen  called,  as  they  explained,  to  ask  my  help  with  re- 
spect to  the  renewal  of  the  charter  because  of  my  previous  connection 
with  the  case,  although  they  fully  understood  that  I  represented  no- 
body at  that  time.  I  told  Mr.  Darlington  that  I  did  not  believe  it 
would  be  possible  for  me  to  be  of  any  aid  toward  securing  a  renewal 
of  the  charter  if  these  officers  were  to  remain,  as  my  views  on  that 
subject  were  well  known  and  I  would  be  simply  stultifying  myself 
to  attempt  to  argue  the  other  way. 
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So  far  as  concerned  Mr.  Glover,  I  said,  in  effect,  that  I  thought, 
from  what  had  been  said  the  year  before,  that  he  might  be  retained, 
but  they  understood  distinctly  that  I  had  not  talked  with  the  comp- 
troller, or  with  Mr.  McAdoo,  or  with  anybody  else  about  this  mat- 
ter ;  that  I  was  only  expressing  my  own  view  as  to  what  I  would  be 
willing  to  do  to  serve  them,  on  their  request. 

There  was,  of  course,  no  question  of  my  accepting  a  retainer  or  of 
compensation.  They  quite  understood  that  my  previous  connection 
with  the  case  rendered  that  out  of  the  question.  After  hearing  my 
views  as  to  the  terms  on  which  I  would  be  willing  to  go  to  Washing- 
ton to  ascertain  what  could  be  done,  these  gentlemen  left  and  that 
was  the  last  I  heard  of  the  transaction  until  I  learned  that  an  ar- 
rangement had  been  effected,  with  which  I  was  in  no  way  concerned, 
for  the  renewal  of  the  charter  upon  the  conditions  set  forth  in  the 
letter  signed  by  the  officers  of  the  bank,  which  has,  I  understand, 
been  put  into  the  record. 

I  had  never  seen  the  letter.  It  had  never  been  submitted  to  me.  I 
had  never  known  how  it  was  brought  about,  or  anything  concerning 
it.    I  had  simply  washed  my  hands  of  the  whole  business. 

In  my  judgment  Mr.  Hogan  wholly  misapprehends  the  scope  of  the 
proceeding  before  Judge  McCoy  and  the  basis  of  his  decision.  There 
were  days  of  argument  before  Judge  McCoy  upon  the  facts,  and  his 
decision  was  a  complete  vindication  and  victory  for  the  Treasury 
officials,  so  far  as  concerned  the  charges  made  against  them  for  con- 
spiracy and  wrongdoing. 

The  bank  claimed  that  the  right  of  the  comptroller  to  require  regu- 
lar and  special  reports  affecting,  in  the  words  of  the  statute,  "the 
condition  of  the  bank,"  was  confined  to  its  financial  condition,  whilst 
the  Treasury  officials  insisted  that  this  included  every  phase  of  the 
bank's  management;  and  it  had  been  so  construed  by  a  previous 
Treasury  official. 

T.he  court  upheld  the  latter  contention,  and  decided  also  that  the 
comptroller  had  the  power  to  inflict  the  penalties  that  had  been  im- 
posed but  that  he  did  not  have  the  right  to  demand  that  the  informa- 
tion called  for  by  him  should  be  verified  under  the  oath  of  two  of  the 
officers  and  three  of  the  directors  of  the  bank,  as  had  been  demanded, 
but  that  he  should  only  have  reguired  it  to  be  verified  by  two  of  the 
officers  and  attested  by  three  01  the  directors.  It  was  solely  upon 
that  purely  technical  ground  that  the  imposition  of  the  $5,000 
penalty  was  decided  to  be  irregular. 

It  was  considered  of  the  utmost  importance  by  everybody  con- 
nected with  the  Treasury  that  that  question  should  be  determined  as 
to  the  scope  of  the  power  of  the  comptroller,  as  to  whether  he  could 
make  these  demands  and  whether  he  could  impose  these  penalties,  the 
bank  containing  that  he  could  not  go  beyond  the  question  of  its  un- 
doubted solvency,  the  Treasury  contending  that  it  had  complete  domi- 
nation over  the  investigation  of  all  phases  of  the  management  of  the 
bank. 

Senator  Page.  Was  the  undoubted  solvency  of  the  Riggs  Bank  ever 
brought  in  question  ? 

Mr.  Untermyer.  Never,  by  anybody.  It  was  not  onlv  solvent  but 
for  its  size  was  one  of  the  very  prosperous  institutions  of  the  country. 
But  if,  as  I  say,  you  are  going  to  have  one  rule  for  a  prosperous  bank 
and  another  rule  for  a  struggling  bank,  the  comptroller  will  become 
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the  judge  of  what  banks  he  shall  bring  within  the  law  and  what  banks 
he  shall  not  bring  within  the  law,  and  he  ought  not  to  have  any 
such  power.  It  should  be  his  duty  to  enforce  the  law  against  all 
banks. 

Mr.  Hogan  was  also,  I  think,  inaccurate  in  his  statement  that  the 
preliminary  application  was  not  decided  by  Judge  McCoy  for  more 
than  one  year  after  it  was  submitted.  In  point  of  fact,  in  its  essen- 
tial features,  it  was  decided  at  the  close  of  the  argument  in  an  oral 
opinion  which  was  later  supplemented  by  the  lengthy  opinion  that 
is  in  the  record. 

The  conspiracy  charge  was  exploited  and  answered  at  great  length 
upon  the  argument  and  in  the  lengthy  affidavits  and  exhibits  that 
were  submitted,  and  the  judge  then  held  that  the  action  of  the  Treas- 
ury officials  was  not  malicious  or  the  result  of  a  conspiracy  as  had 
been  charged ;  that  the  malice,  if  any,  was  rather  the  other  way ;  and 
that  the  officials  would  have  been  derelict  in  their  duty  if  they  had 
done  otherwise  than  they  did. 

The  Chairman.  Mr.  Untermyer,  that  record  will  speak  for  itself. 

Mr.  Untermyer.  I  am  not  going  any  further  into  it.  That  is  the 
wav  I  read  it. 

Senator  Fletcher.  In  that  decision  of  the  court,  Mr.  Untermyer, 
did  not  the  court  hold  that  the  comptroller  required  the  affidavit  of 
the  president  and  cashier,  whereas  the  statute  said  president  or 
cashier  ? 

Mr.  Untermyer.  I  do  not  think  so.  I  think  it  held  that  it  re- 
quired affidavits,  as  I  remember  it,  of  two  officers  but  that  it  did  not 
require  the  affidavits  of  three  directors.  All  these  returns  had  been 
made,  until  this  one  was  finally  refused  by  the  bank,  under  the  affi- 
davits of  all  these  five  people,  as  I  recall  it,  and  my  rerollection  is 
that  the  court  held  that  it  required  the  affidavits  of  only  two  of  the 
officers,  and  to  be  attested  only  by  three  of  the  directors.  I  think 
that  is  right.    I  may  be  wrong  about  that.    It  is  a  long  time. 

Mr.  Williams.  Here  is  the  decision. 

Mr.  Untermyer.  Yes ;  I  think  you  are  right,  Senator  Flet  her,  now 
that  I  recall  it.  I  think  the  statute  required  the  president  or  the 
cashier.  You  see,  it  is  four  years  and  more  since  I  have  looked  at 
anv  of  these  records,  and  I  think  I  am  wrong  about  that. 

May  I  ask,  Mr.  Chairman,  whether  the  affidavits  which  were  used 
by  the  Treasury  officials  are  made  part  of  this  record  ? 

The  Chairman.  I  think  some  of  them. 

Mr.  Untermyer.  I  mean  Mr.  McAdoo's  affidavit  and  Mr.  Wil- 
liams's affidavit? 

The  Chairman.  I  think  Mr.  Williams  put  in  Mr.  McAdoo's  affi- 
davit. 

Mr.  Untermyer.  I  have  just  been  shown  the  Riggs  Bank  decision, 
upon  page  144 

Senator  Henderson.  Page  144  of  what  ? 

Mr.  Untermyer.  I  think  it  is  your  record.  [After  consultation 
tvith  Mr.  Williams:]  No;  pages  144  of  the  report  of  the  comptroller 
of  1916. 

The  Chairman.  That,  as  I  understand  it,  does  not  pretend  to  be  a 
verbatim  report  of  the  record  but  rather  the  comptroller's  opinion. 


650  NOMINATION   OF   JOHN  SKELTON   WILLIAMS. 

Mr.  Untermyer.  I  understood  it  was  a  digest  by  the  Department 
of  Justice.  I  think  it  was  made  by  the  Department  of  Justice. 
Ground  20  reads : 

As  to  the  merits  of  the  ease,  the  single  point  on  which  the  court  finds  against 
the  defendant  is  the  following :  That  the  comptroller  in  making  his  demand  of 
January  22,  1915,  for  the  special  report  called  for,  required  that  it  should  be 
made  under  the  oath  of  the  president,  cashier,  and  three  named  officers  and 
directors,  whereas  the  statute,  section  5211,  only  required  that  the  report  be 
sworn  to  by  the  president  or  cashier  and  attested  by  the  signatures  of  at  least 
three  of  the  directors.  The  court  said:  "Therefore,  it  must  be  held  in  this 
case  that  the  comptroller,  having  called  for  a  report  not  verified  and  attest*] 
as  provided  in  the  statute,  did  not  place  himself  in  a  position  where  he  could 
lawfully  assess  a  penalty  for  a  failure  to  comply  with  a  demand  which  he 
made." 

The  recital  by  Mr.  Hogan  of  the  stormy  interview  in  Mr.  McAdoo's 
office,  in  which  the  latter, is  claimed  to  have  threatened  and  assailed 
Messrs.  Ailes  and  Glover,  which  is  found  on  pages  35  and  36  of  Mr. 
Hogan's  testimony,  is,  if  I  may  say  so,  disingenuous.  It  is  not  a  re- 
cital of  the  facts  as  they  were  found  by  the  court,  but  of  the  allegations 
of  the  bank's  complaint,  and  Mr.  Hogan,  as  it  seems  to  me,  possibly 
inadvertently,  failed  to  make  mention  of  the  significant  fact  that  both 
Messrs.  McAdoo  and  Williams  filed  affidavits  denying  the  statements 
which  Mr.  Hogan  in  his  testimony  assumes  as  proven  facts  in  the  con- 
troversy, giving  their  version  of  the  interview  and  putting  a  very 
different  appearance  upon  the  entire  transaction,  which,  if  true, 
shows  that  the  officers  of  the  bank  were  the  aggressors  and  that  the 
Treasury  officials  were  doing  no  more  than  their  duty. 

I  assume  that  since  it  appears  that  the  Riggs  Bank  controversy  is 
being  tried  over  again  here,  the  record  contains  the  affidavits  of 
Messrs.  McAdoo  and  Williams  in  opposition  to  the  statement  of  Mr. 
Hogan  on  that  subject. 

The  Chairman.  They  are  both  in  the  record. 

Mr.  Untermyer.  I  think  I  should  call  the  attention  of  the  com- 
mittee to  the  following  testimony  on  page  99  : 

Senator  Frelinghuysen.  Is  there  anything  in  the  record  which  shows  undue 
favoritism  by  previous  administrations  to  the  Riggs  Bank  or  any  other  hank? 
Mr.  Hogan.  There  is  not. 

Mr.  Hogan  is  mistaken  as  to  this.  Attached  to  the  affidavit  of 
Mr.  McAdoo  in  the  equity  proceedings  are  two  exhibits,  one  showing 
the  Government  deposits  with  the  National  City  Bank,  month  by 
month  and  year  by  year,  beginning  in  1894  and  ending  in  1912. 

The  Chairman.- I  will  say,  Mr.  Untermyer,  that  that  has  been 
gone  into  very  thoroughly  and  that  the  comptroller  put  into  the  rec- 
ord just  what  the  deposits  were  for  a  long  series  of  years. 

Mr.  Untermyer.  Then  that  saves  me,  fortunately,  the  necessity 
of  going  into  that. 

In  conclusion,  permit  me  to  say  that  I  greatly  regret  the  perpetua- 
tion of  this  controversy  on  the  part  of  Mr.  Hogan  against  Mr.  Wil- 
liams, and  believe  it  to  be  most  unjust.  Mr.  Hogan  has  doubtless 
suffered  great  agony  of  mind,  more  particularly  because  of  the  affi- 
davit for  which  he  was  responsible  and  which  may  account  for  his 
bitterness.  To  my  mind,  Mr.  Williams  showed  great  breadth  and 
magnanimity  in  deciding  to  extend  the  charter  of  the  bank.  I  doubt 
whether  I  would  have  done  so  upon  the  facts,  as  I  know  them  to  exi>% 
if  I  had  been  Comptroller  of  the  Currency,  or  that  any  stranger  to 
whom  that  record  was  submitted  would  have  felt  justified  in  extend- 
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ing  the  charter  unless  the  men  who  were  responsible  for  the  offenses 
against  the  banking  law  were  retired  from  the  management. 

After  the  bank  had  brought  its  suit  and  before  it  came  into  court, 
I  exercised  every  resource  in  the  effort  to  secure  its  settlement,  with-, 
out  it  being  brought  into  court.  I  spent  days  in  that.  After  it  had 
been  argued,  my  connection  with  it  ended,  but  upon  the  urging  of 
those  representing  the  officers  of  the  bank  I  interceded  in  a  p'urely 
friendly  spirit  and  without  retainer  or  compensation  in  the  renewed 
effort  to  end  the  controversy. 

The  Chairman.  Mr.  Untermyer,  you  were  counsel  for  Mr.  Wil- 
liams in  the  equity  suit? 

Mr.  Untermyer.  Only  in  the  way  I  have  explained.  I  did  not 
regard  myself  as  representing  Mr.  Williams,  any  more  than  the 
Attorney  General  represented  Mr.  Williams.  I  was  a  special  assis- 
tant to  the  Department  of  Justice,  paid  by  the  Department  of  Jus- 
tice, paid  by  nobody  else,  under  duty  to  nobody  else.  These  officials 
had  been  attacked  in  their  official  capacity.  They  were  entitled  to 
be  defended  by  the  Department  of  Justice. 

The  Chairman.  As  he  was  immediately  the  defendant  in  the 
equity  suit,  you  probably  had  occasion  to  consult  with  him  fre- 
quently about  these  matters? 

Mr.  Untermyer.  Very  little,  except  when  the  affidavit  was  being 
drawn  in  the  equity  suit.  I  drew  Mr.  McAdoo's  affidavit  myself.  I 
did  not,  as  I  remember,  draw  Mr.  Williams's  affidavit.  You  seo, 
Mr.  Brandeis  had  been  in  this  matter  before  I  came  into  it.  He  had 
been  advising  Mr.  Williams. 

The  Chairman.  You  did  have  some  conversation  with  Mr.  Wil- 
liams about  this  case,  probably? 

Mr.  Untermyer.  Oh,  yes;  certainly. 

The  Chairman.  Did  you  discuss  with  him  the  criminal  proceed- 
ings? 

Mr.  Untermyer.  No,  sir. 

The  Chairman.  That  subject  was  never  mentioned? 

Mr.  Untermyer.  I  do  not  recall  ever  having  discussed  the  crimi- 
nal proceedings  with  Mr.  Williams.  I  discussed  it  with  the  Depart- 
ment of  Justice. 

The  Chairman.  Did  you  ever  state  to  Mr.  Williams  your  view 
with  regard  to  that? 

Mr.  Untermyer.  I  do  not  think  I  did.  I  did  not  understand  that 
Mr  Williams  had  anything  to  do  with  it.  Mr.  Gregory  was  simply 
wild  about  this  thing.  We  came  back  from  the  hearing  that  day, 
ifter  that  affidavit  had  been  read  into  the  record  in  which  it  was 
stated  that  if  there  were  any  entries  on  Lewis  Johnson  &  Co.'s  books, 
transactions  with  the  Riggs  Bank,  they  were  fictitious,  and  he  was 
in  a  terrible  rage  about  it. 

The  Chairman.  You  know  what  the  comptroller's  view  was  with 
regard  to  the  criminal  proceedings? 

Mr.  Untermyer.  I  do  not  think  I  do,  so  far  as  I  recall,  Mr.  Chair- 
man. I  did  not  think  I  had  anything  to  do  with  it  or  with  him. 
My  connection  ceased  when  Judge  McCoy 

The  Chairman.  Yes:  but  the  subject  was  brought  up.  You  and 
Mr.  Cromwell  and  Mr.  Hogan — I  did  not  know  but  in  view  of  these 
repeated  conversations  with  counsel  for  the  other  side  bearing  spe- 
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cially  upon  this  subject  of  the  criminal  proceeding  you  might  have 
discussed  it  with  Mr.  Williams 

Mr.  Untermyer.  It  may  be,  Mr.  Chairman. 

The  Chairman  (continuing).  And  expressed  your  view  to  him? 

Mr.  Untermyer.  It  may  be,  Mr.  Chairman,  but  I  do  not  recall 
having  done  so.  There  were  a  good  many  things  in  connection  with 
this  transaction  that  I  did  not  recall  when  I  first  saw  Mr.  HoganV 
testimony.  The  whole  thing  had  faded  from  my  memory,  and  I  had 
to  rake  it  up  and  refresh  my  mind  and  have  my  son  talk  with  Mr. 
Cromwell,  and  in  that  way  bring  the  picture  back  before  my  mind. 

The  Chairman.  The  civil  suit  was  still  in  court  until  some  time 
after  the  criminal  prosecution  was  brought  and  the  verdict  of  the 
jury  acquitting  the  defendants  was  reached? 

Mr.  Untermyer.  It  was  nominally  in  court,  but  it  had  been  ef- 
fectually determined.  Although  there  had  been  no  final  decree,  still 
you  know.  Senator,  that  in  an  action  the  basis  of  which  is  injunction, 
when  you  have  tried  it  out  upon  the  preliminary  application  and  the 
affidavits  and  the  injunction  is  denied,  there  is  as  a  rule  very  little 
left  to  be  tried,  because  the  questions  of  law  are  pretty  well  covered 
by  the  determination  on  the  application.  I  consider  that  the  case  was 
not  in  court  except  in  a  nominal  wav.  Thev  could  not  have  succeeded 
after  that  decision,  and  in  the  light  of  that  decision  unless  it  was  re- 
versed on  appeal. 

The  Chairman.  In  your  conversation  with  Mr.  Darlington  in  New 
York  in  regard  to  this  matter  the  withdrawal  of  the  suit  was  one  of 
the  important  conditions,  was  it  not? 

Mr.  Untermyer.  Well,  I  think  you  are  assuming  that,  Mr.  Chair- 
man. Perhaps  Mr.  Darlington  said  that.  My  recollection  is  this: 
When  the  question  came  up  of  the  appeal  to  me  to  see  whether  I 
could  aid  in  getting  the  charter  renewed,  of  course  the  charter  could 
not  be  renewed  while  the  bank  was  defying  the  power  of  the  comp- 
troller to  call  for  reports.  That  was  the  question.  If  the  bank  was 
insisting  upon  refusing  reports  while  the  court  had  held  that  the 
comptroller  had  the  power,  the  comptroller  could  not  renew  the 
charter.  That  question  had  to  be  gotten  out  of  the  way  in  some  way. 
It  either  had  to  be  tried  or  the  suit  had  to  be  dismissed. 

The  Chairman.  Obviously. 

Mr.  Untermyer.  Yes*    That  was  a  logical  situation,  was  it  not? 

The  Chairman.  The  comptroller  was  anxious  to  have  the  suit  dis- 
missed for  some  reason,  was  he  not? 

Mr.  Untermyer.  I  do  not  think  that  is  quite  a  just  assumption, 
Mr.  Chairman. 

The  Chairman.  Did  you  not  have  conversations  with  the  comp- 
troller in  regard  to  the  importance  of  having  this  suit  withdrawn? 

Mr.  Untermyer.  No,  sir.  I  never  talked  with  him,  as  far  as 
I  recall,  about  that  subject  at  all.  Remember  this  appeal  was  made 
to  nie.  I  did  not  go  to  somebody  else.  I  was  not  acting  in  any  pro- 
fessional way.  Nobody  was  paying  me;  nobody  was  suggesting  it. 
I  would  not  have  taken  pay.  They  were  appealing  to  me  to  see  what 
I  could  do,  and  everybody  understood  that  it  was  a  foregone  conclu- 
sion that  the  case  would  either  have  to  be  tried  or  Judge  McCoy 
would  have  to  be  reversed  in  his  view  of  the  law  as  to  the  powers  of 
the  comptroller  before  the  charter  could  be  renewed. 
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The  Chairman.  You  do  not  know  who  suggested  this  meeting  in 
New  York  to  Mr.  Darlington? 

Mr.  Untermyer^  I  do  not  know.    I  must  have  known  at  the  time; 
but  I  do  not  know,     I  do  not  recall. 
The  Chairman.  I  think  that  is  all. 

Senator  Fletcher.  In  the  conversation  at  the  Shoreham,  Mr. 
Untermyer,  Mr.  Hogan  says  that  the  substance  of  that  statement 
was  that  the  easy  way  out  of  the  thing  in  order  to  save  the  bank  and 
let  it  go  along  and  fulfill  its  functions  and  prevent  any  indictments 
was  to  drop  the  indictment  if  these  four  gentlemen  would  sacrifice 
themselves.    That  is,  Glover,  Ailes,  and  the  two  Flathers. 

Mr.  Untermyer.  Yes;  I  think  I  have  answered  that,  Senator 
Fletcher.  My  recollection  is  entirely  at  variance  with  Mr.  Hogan's. 
I  suppose  you  know  that  two  people,  however  honest  their  intentions 
may  be,  rarely  agree  about  either  something  that  they  have  seen  or  a 
conversation  after  a  lapse  of  years.  Mr.  Hogan  says  that  his  mem- 
ory was  rather  hazy  about  it,  although  he  has  a  marvelous  memory. 

Senator  Fletcher.  Were  you  in  a  position  to  assure  Mr.  Hogan 
at  that  time  that  there  would  be  no  more  talk  of  indictment  and  no 
indictment  would  be  brought  if  that  was  done  ? 

Mr.  Untermyer.  I  had  not  any  sort  of  power  and  did  not  assume 
to  exercise  any  sort  of  power.     I  was  not  representing  anybody. 
Senator  Fletcher.  In  regard  to  the  Uniontown  National  Bank, 

Mr.  Jones  testified 

Mr.  Untermyer.  In  regard  to  what,  Senator? 
Senator  Fi^btoher.  The  Uniontown  National  Bank.    Mr.  Jones 
testified  with  reference  to  that.     Do  vou  know  Mr.  Jones  who  testi- 
fied  in  that  matter? 
Mr.  Untermyer.  I  have  met  him  once,  I  think. 
Senator  Fletcher.  He  said  something  about  a  conversation  had 
in  your  office  in  Xew  York.    Whom  did  you  represent  in  that  con- 
nection ? 

Mr.  Untermyer.  I  did  represent  and  am  still  representing  a  com- 
mittee of  creditors  of  the  Uniontown  Bank,  of  whom  there  are  about 
2,000,  having  claims  to  the  extent  of  about  $15,000,000.  They  con- 
stitute, I  think,  about  95  per  cent  of  all  the  creditors,  unsecured 
creditors,  of  the  bank,  and  I  went  down  to  Uniontown  to  act  for 
them,  because  the  whole  of  Uniontown  was  in  bankruptcy  as  a  result 
of  Mr.  Thompson's  pyramiding  transactions,  and  the  mortgagees 
were  about  selling  these  vast  coal  deposits  that  were  said  to  be  worth 
fifty  or  sixty  millions  of  dollars,  and  the  creditors  were  about  being 
wiped  out,  and  a  committee  of  bankers  and  creditors  came  to  New 
York  and  begged  me  to  go  down  there  and  see  what  I  could  do  to 
save  the  situation.  I  went  down  and  had  this  committee  of  bankers 
organized,  which  I  still  represent,  and  we  have  succeeded  in  stop- 
ping the  sales  of  most  of  the  properties.  We  have  made  a  private 
sale,  which  is  about  to  go  through  and  by  which  the  creditors  will 
all  get  the  substantial  part  of  their  money ;  but  that  has  been  a  strug- 
gle of  five  years. 

I  think  Mr.  Jones  is  mistaken  as  to  what  took  place  there.  I  think 
he  referred  to  the  sale  of  the  bank  building,  did  ne  not? 

Senator  Fletcher.  He  was  testifying  about  that,  and  indicated 
that  there  was  some  sort  of  a  conspiracy  to  sacrifice  that  for  the 
interests  of  somebody  outside. 
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The  Chairman.  I  would  say,  as  one  member  of  the  committee. 

that  I  do  not  think  it  is  necessary  to  go  into  that  unless  you  want  to. 

Mr.  Untermyer.  The  bank  building,  I  thought,  brought  a  pretty 

food  sum.  We  were  fearing  that  it  would  Only  bring  $500,000.  but 
think  it  brought  $700,000,  did  it  not  ?  I  do  think  that  Mr.  William* 
was  a  little  unfortunate  in  the  selection  of  his  receiver,  but  the  com- 
plaint as  to  the  management  of  the  estate  comes  from  only  a  few 
scattering  creditors.  It  does  not  come  from  the  creditors'  committee, 
who  are  the  people  who  are  mainly  concerned,  because  they  have 
made  no  complaint.  When  I  heard  of  this  I  wrote  to  one  of  the 
trustees  in  bankruptcy.  I  have  a  letter  from  him  on  the  subject.  I 
do  not  think  there  is  any  just  ground  for  complaint  as  to  the  amount 
that  the  bank  building  brought. 

The  Chairman.  In  what  respect  was  he  unfortunate  in  the  choice 
of  a  receiver? 

Mr.  Untermyer.  The  receiver  seems  to  have  antagoniz?d  a  good 
many  people  down  in  that  section,  and,  I  think,  unnece-sarily  so.  I 
have  criticized  the  receiver.  I  do  not  think  it  is  possible,  unless  a 
man  is  infallible,  always  to  select  the  ideal  receiver  for  a  failed 
bank.  He  must  get  the  mat  rial  which  he  thinks  best  fitted  to  his 
purpose. 

Is  that  all,  Mr.  Chairman  ?  < 

The  Chairman.  Just  one  question  more,  referring  back  to  the 
other  matter :  I  assume  that  you  did  consider  yourself  as  counsel  for 
the  respondent  in  the  civil  proceeding  until  it  was  ultimately  with- 
drawn or  dismissed  ? 

Mr.  Untermyer.  No.  I  considered  the  civil  proceeding  ended 
when  Judge  McCoy  decided  it,  beeaiue,  for  all  practical  purposes 
and  intents,  it  was  ended,  and  I  was  going  away  and  I  had  dis- 
charged my  mind  of  it.  Mr.  McAdoo  had  be:jn  charged  with  a  con- 
spiracy. If  what  the  complaint  said  was  true,  or  a  fraction  of  it 
wras  true,  these  people  were  unfit  to  be  public  officials.  He  had  been 
not  only  vindicated,  which  was  the  thing  in  which  I  was  interested, 
but  the  suit  had  been  shown  to  be  a  grossly  groundless  and  malieioui 
suit. 

The  Chairman.  Assume  that  an  appeal  had  been  taken  in  some 
way  and  the  case  had  been  reviewed 

Mr.  Untermyer.  I  suppose  I  would  have  been  retained  again, 
probably. 

The  Chairman.  Again? 

Mr.  Untermyer.  I  assume  so. 

The  Chairman.  Do  you  think  any  other  retainer  necessary? 

Mr.  Untermyer.  Yes.     I  had  been  brought  down  there  for  the 
*  purpose  of  arguing  that  application. 

The  Chairman.  In  the  meantime  were  you  counsel  for  the  Treas- 
ury Department  in  any  way? 

Mr.  Untermyer.  No.  I*  never  represented  the  Treasury  Depart- 
ment in  any  of  its  affairs  except  in  one  case  in  which  I  was  the  con- 
sulting counsel  with  Mr. — what  is  his  name,  Mr.  Willjams,  your 
counsel,  who  had  charge  of  most  of  those  cases  in  New  York?— Mr. 
Gibbony.  I  think  I  performed  some  services  in  connection  with  liti- 
gation in  an  advisory  capacity  and  was  paid  $1,500  for  it. 

The  Chairman.  t)o  you  remember  when  you  received  compensa- 
tion in  that  civil  case,  if  you  received  any? 
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Mr.  Untermyer.  Oh,  I  did.  The  Attorney  General  insisted  on  my 
taking  it.  My  recollection  is  that  I  received  a  thousand  dollars  very 
Portly  after  the  argument,  and  I  think  $4,000  a  little  later 

The  Chairman.  I  am  not  asking  you  to  give  the  amount,  Mr. 
Untermyer. 

Mr.  Untermter.  I  have  no  objection  to  stating  it. 

The  Chairman.  When  were  you  paid  in  full? 

Mr.  Untermyer.  Sir? 

The  Chairman.  When  did  you  receive  the  last  payment? 

Mr.  Untermyer.  I  do  not  remember. 

The  Chairman.  Was  it  after  Mr.  Darlington 

Mr.  Untermyer.  Oh,  I  do  not  think  so.  I  was  simply  paid  for  my 
appearance  here  before  Judge  McCoy  and  my  services  in  the  civil 
proceeding.    That  is  all  I  had  to  do  with  it. 

Is  that  all  ? 

The  Chairman.  Unless  some  other  member  of  the  committee  de- 
sires to  ask  a  question,  that  is  all,  Mr.  Untermyer. 

Mr.  Untermyer.  Thank  you. 

(The  witness  was  thereupon  excused.) 

The  Chairman.  Mr.  Williams,  do  you  desire  to  go  on  this  rtiorning? 

Mr.  Williams.  If  the  committee  please. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS— Continued. 

Mr.  Wiluams.  Mr.  Chairman  and  gentlemen,  at  Saturday's  hear- 
ing I  described  the  conditions  which  existed  at  the  time  of  the  be- 
ginning of  the  controversy  as  set  by  Mr.  Hogan.  He  has  three  or 
four  times  in  his  testimony  mentioned  June  9  as  the  date  of  the  be- 
ginning of  the  controversy.  I  have  called  your  attention  to  the  fact 
that  it  was  on  that  day  that  the  comptroller  received  the  report  from 
the  national-bank  examiner  expressing  the  attitude  of  defiance  which 
had  been  adopted  by  three  or  four  of  the  officers  of  the  Riggs  Bank ; 
their  contemptuous  references  to  the  comptroller;  their  declaration 
that  "  we  will  have  the  comptroller  into  court  in  a  minute  " ;  the  fur- 
ther statement — I  think  it  was  made  by  the  particular  officer  who  was 
required  to  leave  the  bank  at  the  time  of  the  perjury  trial,  Mr.  H.  H. 
Flather — to  his  cashier  to  the  effect  that  "  the  comptroller  can  go  to 
. 

As  I  conducted  my  investigations  I  became  more  and  more  im- 
pressed with  the  fact  that  there  must  be  some  very  strong  motives 
with  those  officers,  or  with  some  of  them,  for  refusing  to  give  what 
seemed  to  me  to  be  information  which  a  bank  should  willingly  and 
cheerfully  and  frankly  give  to  the  comptroller. 

This  particular  officer,  as  I  have  stated,  who  used  the  strong  lan- 
guage mentioned,  was  subsequently  found  to  be  guilty  of  swindling 
operations  upon  the  customers  and  clients  of  the  Kiggs  National 
Hark.  In  other  words,  the  testimony  and  evidence,  as  the  district 
attorney  has  shown  you  and  as  Mr.  Untermyer  has  told  you,  show 
that  the  cashier  of  the  bank  who  had  a  private  wire  at  his  desk  con- 
necting the  stock-brokerage  office  was  systematically  defrauding  the 
bank  s  customers  who  gave  orders  for  the  purchase  and  sale  of  bonds 
and  stocks,  and  that  he  was,  to  use  Mr.  Untermyer's  expression, 
pocketing  those  profits  himself. 
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I  do  not  know  whether  Mr.  Untermyer  made  it  entirely  clear  to  you 
as  to  how  those  operations  were  carried  on,  and  I  will  take  the  liberty 
of  illustrating  once  more. 

John  Smith  would  go  to  the  bank  and  order  100  shares  of  steel, 
we  will  say,  to  be  bought  at  60.  An  order  would  be  put  in  for  the 
purchase  of  100  shares  of  steel  at  60.  It  would  be  entered  in  tht 
bank's  order  book  for  bonds  and  stocks;  although  the  bank  claims 
not  to  have  been  doing  a  stock-brokerage  business  it  had  a  large  book 
with  the  name  "  Riggs  National  Bank  "  in  big  letters  on  the  back  in 
which  it  entered  as  many  of  the  orders  which  it  received  as  it  cared  to 
enter.  I  do  not  know  how  fully  and  completely  those  orders  were 
entered  in  that  book.  Then  they  were  given  to  the  stock  broker  in 
Washington  or  New  York  for  execution. 

To  refer  back  to  this  illustration,  we  will  say  that  the  order  was 
received  from  John  Smith  for  the  100  shares  of  steel  at  60  or  at 
market,  we  will  say,  stock  then  selling  at  about  60.  The  stock  goes 
up  to  61.  The  brokerage  firm  reports  to  the  Riggs  National  Bank. 
u  We  have  bought  your  100  shares  at  60  and  it  is  now  selling  at  61. 
It  has  advanced  1  per  cent  since  we  have  bought." 

Mr.  Flather  omits  to  notify  his  customer  that  the  stock  has  been 
bought  at  60,  and  he  telephones  or  telegraphs  to  the  broker,  "  Sell 
that  100  shares  of  stock  that  you  have  just  bought  at  60,  at  61,  which 
is  the  present  market  price." 

The  bank  sells  the  stock  at  61  and  there  is  a  profit  of.  $100.  Mr. 
Flather  tells  the  brokers,  "  give  me  that  profit  of  $100  and  I  will  go 
and  buy  another  100  shares  of  stock  for  Mr.  John  Smith." 

The  broker  buys  the  stock  at  61£  and  John  Smith  pays  61|  for  his 
100  shares  of  steel  which  had  really  been  bought  on  his  order  at  60. 
The  difference  between  the  60,  the  price  at  which  the  stock  was  actu- 
ally bought  on  the  strength  of  the  order  given  by  the  bank  to  the 
broker,  and  61£,  the  price  to  which  the  stock  had  advanced,  is  divided 
up  in  this  way :  One  hundred  dollars  of  it  goes  to  Flather's  pocket. 
The  other  one-half  per  cent  is  simply  an  extra  cost  which  the  cus- 
tomer has  to  stand  because  of  the  advanced  market  and  of  the 
refusal  of  the  bank  to  give  him  the  benefit  of  the  purchase  which  had 
really  been  made  on  his  order  at  60  in  the  morning. 

The  district  attorney,  I  think,  has  referred  to  those  transactions  of 
that  character.  Mr.  Jesse  Adkins  has  explained  them  in  some  detail, 
and  Mr.  Untermyer  has  also  advised  you  of  the  evidence  which  left 
no  doubt  whatsoever  as  to  the  fact  that  those  swindling  operations 
were  going  on  by  the  bank  in  the  name  of  its  cashier,  and,  as  far  as 
we  knowT,  for  the  benefit  of  that  cashier. 

As  to  whether  any  of  the  other  officers  participated  in  those  trans- 
actions, I  think  Mr.  Untermyer  has  stated  that  there  was  no  evidence 
presented  which  implicated  the  other  officials  in  those  particular 
transactions. 

Senator  Henderson.  Were  those  transactions  going  on  in  19H 
when  you  became  comptroller? 

Mr.  Williams.  I  understand  they  had  been  going  on  for  several 
years. 

Senator  Henderson.  Upon  an  investigation  did  you  find  that  such 
transactions  were  being  carried  on  in  1914? 

Mr.  Williams.  The  affidavit  which  has  been  filed  in  the  record 
here  shows  the  date  of  a  number  of  them  which  were  developed  and 
brought  to  light.    They  were  very  circumstantial. 
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The  Chairman.  I  would  say,  Senator  Henderson,  that  the  district 
attorney  and  the  assistant  attorney  both  testified  in  regard  to  that 
matter  and,  I  think,  introduced  the  reports  of  the 

Mr.  Williams.  The  affidavit. 

The  Chairman.  The  affidavit  with  regard  to  it. 

Mr.  Williams.  They  were  established  beyond  doubt. 

The  Chairman.  And  I  understand  now  that  Mr.  Williams  is  tes- 
tifying from  the  knowledge 

Mr.  Williams.  From  the  examiner's  report  and  the  testimony 
which  has  already  been  made  a  part  of  the  record. 

The  Chairman.  From  the  testimony  which  has  been  put  into  the 
record. 

Mr.  Williams.  I  mention  that  as  showing  the  demoralizing  con- 
ditions which  existed  in  the  bank,  and  that  was  one  of  the  many 
evidences  of  the  irregularities  and  the  unlawful  practices  which 
were  unearthed  and  which  were  unearthed  with  great  difficulty  be- 
cause of  the  refusal,  and  the  reticense  of  the  officers  to  give  the 
information  called  for  and,  later  on,  they  fell  down  upon  the  plea 
that  to  testify  would  incriminate  them,  and  under  advice  of  Mr. 
Hogan  himself  one  or  more  of  these  witnesses  were  directed  not  to 
answer  questions  asked  by  the  national  bank  examiner. 

As  I  stated  on  Saturday,  if  there  was  any  officer  or  responsible 
head  of  department  of  the  bank  who  was  not  borrowing  the  bank's 
funds,  I  do  not  know  who  it  was.  I  am  referring,  now,  to  the  re- 
ports which  were  made  by  the  national  bank  examiners  for  a  period 
of  years.  I  do  not  mean  to  say  that  every  clerk  was  borrowing 
money  for  that  whole  time,  but  I  do  ask  your  especial  attention,  as 
an  illustration,  to  the  list  which  was  presented  to  this  committee 
on  Saturday,  where  I  think  two  vice  presidents,  four  or  five  tellers, 
and  bookkeepers,  and  thirty-three  or  thirty-four  other  officers  and 
clerks  were  all  borrowing  the  bank's  funds  on  bonds  and  stocks  or 
real  estate  for  one  cause  or  another ;  and  the  bank  examiner — I  think 
it  was  Mr.  Reeves,  to  whom  Mr.  Hogan  has  referred — emphasized 
the  fact  that  the  Flathers  were  speculating  and  borrowing  and  spec- 
ulating the  bank  s  funds  on  speculative  securities.  He  called  especial 
attention  to  the  fact  that  those  responsible  officers  were  using  the 
bank's  funds  in  their  speculations. 

That  is  the  atmosphere,  gentlemen,  which  existed  when  we  en- 
deavored to  get  the  information  which  I  thought  would  be  furnished 
instant  I  v  and  without  the  slightest  hesitation  by  any  responsible 
bank  officer  who  realized  his  duties  and  responsibilities.  It  was  be- 
cause of  their  twisting  and  turning  and  siae-stepping  and  ducking 
and  dodging  these  very  simple  questions  that  we  found  it  necessary  to 
have  counsel  prepare  interrogatories  which  we  submitted  to  them, 
making  the  questions  as  categorical  as  we  could,  so  as  to  prevent  them 
from  evading  them;  but  even  then  we  were  unsuccessful,  and  we 
had  to  send  letter  after  letter  in  order  to  get  information  which 
should  have  been  furnished  at  the  first  request. 

I  have  shown  you  that  although  this  correspondence  went  on  for 
approximately  8  or  10  months  there  were  comparatively  few  sub- 
jects which  occasioned  the  correspondence  or  which  were  dealt 
with,  but  these  few  subjects  would  each  involve  numerous  letters  be- 
fore we  could  get  an  intelligent  answer. 

I  have  explained  the  request  made  by  them  in  August,  1914,  that 
we  should  print  a  million  dollars  of  additional  currency  for  the  bank, 
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and  of  the  tedious  and  annoying  correspondence  which  ensued  be- 
cause of  their  evasions  and  what  seemed  to  us  to  be  unfair  positions 
taken  on  that  subject  which  did  not  seem  to  be  at  the  start  so  impor- 
tant. 

The  main  subject  of  the  controversy  was  the  stock  market  opera- 
tions conducted  by  the  bank  for  this  large  number  of  customers  and 
clients  who  were  speculating  in  the  market.  I  explained  to  you,  Mr. 
Chairman,  at  Saturday's  meeting,  when  there  were  very  few  Sena- 
tors present,  and  it  has  gone  into  the  record,  why  I  made  these  in- 
quiries as  to  the  bank  balances.  I  will  not  take  up  the  time  of  the 
committee  in  going  into  it  any  further,  but  I  will  simply  make  the 
very  brief  statement  that  Mr.  Hogan's  claim  or  allegation  that  my 
motive  there  was  to  induce  the  bank  to  carry  what  he  described  as 
compensating  balances  is  wholly  fallacious.  The  action  of  the  depart- 
ment was  not  prompted  by  any  such  thought  or  desire.  It  was  simply 
to  ascertain  how  far  the  bank's  six  or  seven  millions  of  dollars  of 
funds  on  bonds  and  stocks  were  being  used  for  the  purpose  of  ena- 
bling the  officers  to  get  the  commissions,  t  explained  that  the  offi- 
cers had  expressly  informed  the  bank  examiners  in  May  that  those 
commissions  all  came  to  the  bank's  officers,  and  not  to  the  bank. 

The  Chairman.  May  of  what  year? 

Mr.  Williams.  May,  1914.  Mr.  Hogan  had  stated  that  the  exam- 
iners and  the  department  all  knew  the  precise  conditions  under 
which  the  brokerages  were  obtained  and  disposed  of,  but  the  state- 
ment made  by  the  three  officers  to  the  bank  examiner  was  in  direct 
contradiction  of  the  statements  which  the  same  officers  had  made  to 
other  examiners  a  year  or  more  before.  The  Treasury  was  in  a  quan- 
dary to  know  what  the  real  facts  were  as  to  the  brokerage  busines* 
and  how  these  commissions  were  disposed  of,  and  a  large  part  of  the 
correspondence  at  that  time  with  the  bank  was  in  the  effort  to  get  the 
bottom  facts  in  regard  to  those  stock  dealings  which  were  being  facil- 
itated by  the  three  private  wires  which  were  running  into  the  bank's 
executive  offices,  and  it  was  their  refusal  to  inform  the  Treasury 
frankly  and  clearly  on  that  subject  that  brought  about  the  oral  ex- 
aminations of  these  same  officers  by  the  national-bank  examiners  in 
January,  1915. 

At  this  afternoon's  hearing  I  shall  ask  your  permission  to  read  into 
the  testimony  the  statements  made  at  that  time  by  those  officers  in 
regard  to  that  account ;  but  Mr.  Untermyer  has  stated  so  very  clearly 
the  ethics  of  the  situation  and  the  inexcusable  irregularities  which  had 
been  discovered  and  the  very  grave  dangers  which  threatened  the  bank, 
because  of  these  operations,  that  I  hardly  think  it  would  be  worth  while 
for  me  to  enlarge  upon  that  to  any  great  extent  now  except  to  say  that 
those  very  conditions  which  I  discovered  in  the  Riggs  Bank — the  ma- 
nipulation of  the  bank's  funds  for  the  benefit  of  its  officers  and  for 
speculative  ventures — have  been  the  most  fruitful  source  of  failures 
among  national  banks  in  the  past ;  and  I  want  to  repeat  and  reaffirm 
here,  Mr.  Chairman  and  gentlemen,  the  statement  which  I  made  at  the 
February  hearings,  that  I  consider  that  the  action  which  the  Treas- 
ury Department  took  shortly  before  the  outbreak  of  the  war  in 
stopping  those  operations  and  those  irregular  transactions  by  the 
bank's  officers  or  by  the  bank  has  been  one  of  the  most  beneficial 
things — has  been  probably  the  best  tiring  that  has  ever  happened  for 
the  stockholders  and  depositors  of  the  Riggs  National  Bank. 
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I  shall  present  to  you  figures  presently  which  will  show  you  that 
while  for  a  period  of  10  years,  up  to  the  time  that  the  Treasury 
began  these  investigations,  the  Riggs  National  Bank  had  shown  little 
or  no  growth  in  resources  and  in  deposits,  a  very  smaU  increase,  per- 
haps 15  or  20  per  cent,  something  of  that  sort,  maybe,  and  I  desire 
to  comment  on  that.  In  my  judgment  the  omission  of  the  bank  to 
grow  more  rapidly  than  it  did  in  those  10  years  was  due  largely  to 
the  fact  that  the  energies  and  attention  and  activities  of  the  officers 
of  the  bank  and  of  its  personnel,  from  top  to  bottom,  were  more  di- 
rected toward  stock-market  operations  than  toward  the  administra- 
tion of  the  affairs  of  the  bank  as  a  commercial  institution.  In  sup- 
port of  that  suggestion  I  point  out  that  when  these  sto'k-market 
operations  were  required  to  cease  and  when  the  officers  of  the  bank 
were  required  to  give  their  undivided  attention  to  the  real  int  rests 
of  the  bank,  its  resources  and  deposits  have  grown  rapidly,  indicat- 
ing an  increased  confidence  in  the  stability  of  the  institution  on  the 
part  of  the  public  as  a  result  of  the  supervision  and  regulations  of 
the  Treasury  Department,  and  that  these  resources,  which  in  the 
previous  10  vears  had  scarcelv  grown  kt  all  or  grown  to  a  very  small 
percentage,  have,  since  the  Treasury's  efforts  to  purify  and  cleanse 
the  bank  of  these  irregular  and  unlawful  operations,  practically 
doubled  or  grown  approximately  100  per  cent. 

I  think  that  is  another  illustration  of  the  truth  of  Benjamin  Frank- 
lin's maxim  that  u  Honesty  is  the  best  policy.'' 

I  would  like  to  lay  before  you,  Mr.  Chairman  and  gentlemen,  this 
copy  of  the  Lammond  affidavit.  I  think  the  Lammond  affidavit  is  in 
the  hearings,  but  to  this  is  attached  the  forms  and  orders,  and  the 
checks  and  notices  which  passed  between  the  Riggs  National  Bank 
and  the  firm  of  Lewis  Johnson  &  Co.  The  bank  s  officers  had  testi- 
fied that  the  bank  had  not  bought  and  sold  stocks  to  Lewis  Johnson 
&  Co.     We  found  thousands  of  cases  of  transactions  of  that  kind. 

The  Chairman.  Do  you  want  that  affidavit  reprinted  in  connection 
with  this  statement  ? 

Mr.  Williams.  No,  sir:  I  do  not;  it  is  printed  at  the  end  of  Mr. 
Hogan's  testimony,  I  think,  but  it  would  be  well  to  print  these  forms 
ami  notices  and  copies  of  checks  which  closed  transactions.  If  you 
desire  it,  I  should  be  very  glad  to  furnish  them  for  printing. 

The  Chairman.  That  is  a  question  for  you  to  decide,  Mr.  Williams. 
If  you  ask  that  they  be  put  in,  I  suppose  there  will  be  no  objection  to 
having  them  printed. 

Senator  Fletcher.  That  affidavit  has  certain  exhibits  attached. 
It  savs : 

I  attach  hereto,  marked  "  D,"  "  E-2,"  "E,"  "  E-l,"  and  "E-2,"  copies  of 
the  sales  slips,  reports  of  sales  to  the  bank,  and  checks  for  the  proceeds  of  sales, 
respectively,  on  two  other  transactions  of  a  similar  character. 

It  might  be  well  to  mark  them  according  to  the  marking  in  the 
affidavit  in  the  record. 

Mr.  Williams.  Very  well;  I  will  do  that  by  permission  of  the 
committee. 

Senator  Henderson.  Are  you  starting  on  a  new  subject  now  ? 

Mr.  Williams.  Yes,  sir. 

Senator  Henderson.  Will  it  take  long?  It  is  nearly  10  minutes 
of  12. 

Mr.  Williams.  No,  sir;  it  will  not  take  long.  I  just  want  to  sub- 
mit my  comments  upon  Mr.  Darlington's  testimony  in  a  few  respects. 
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Only  because  of  your  courteous  admonition,  Mr.  Chairman,  that 
I  should  take  pains  to  deny  every  allegation  that  might  seem  to  be 
or  might  be  construed  by  any  member  of  the. committee  as  material 
I  call  attention  to  these  matters  that  I  do  not  regard  as  material,  but 
which,  rather  than  to  run  the  risk  of  being  criticized  for  refusing 
to  answer,  I  will  comment  upon. 

On  page  166  Mr.  Darlington  says: 

We  were  informed  that  the  comptroller  held  that  he  could  not  renew  the 
charter  without  such  an  examination. 

That  is  practically  correct,  that  the  bank  had  to  be  examined  before 
thef  charter  could  be  renewed.  But  he  follows  that  the  statement  that 
"  although  the  bank  had  been  in  the  hands  of  the  comptroller  and  his 
officials  daily  for  more  than  a  year,  and  we  thought  he  knew  all  about 
the  bank."  Mr.  Darlington  is  mistaken  in  that  respect.  The  ex- 
aminers had  not  been  in  the  bank  for  a  year.  They  had  been  there 
from  time  to  time  during  the  year,  but  not  continuously,  and  it  was 
necessary  in  accordance  with  the  invariable  custom  of  the  comp- 
troller's office  to  have  a  bank  examined  shortly  before  the  comptroller 
acts  upon  the  renewal  of  its  charter. 

Mr.  Darlington,  on  page  167,  says  in  reply  to  a  question  of  Senator 
Henderson : 

Senator  Henderson.  It  is  on  pnge  309,  I  think,  in  the  record.  The  agreement 
of  June  21  is  tigned  by  all  the  officers  and  directors  of  the  Itiggs  National 
Bank. 

Mr.  Darlington.  Yes.  I  tried  very  hard  to  have  the  condition  withdrawn 
that  the  equity  suit  should  be  dismissed. 

I  hope  that  Mr.  Untermyer  has  covered  that  point  sufficiently  in 
his  statement  before  your  committee  this  morning. 

It  was  obviously  impracticable  or  highly  undesirable  to  expect  th«s 
comptroller  to  give  favorable  consideration  for  the  application  for 
the  renewal  of  the  charter  for  that  bank  when  the  bank  still  con- 
tended and  was  standing  upon  the  position  that  it  would  not  furnish 
reports  as  to  its  condition  which  the  comptroller  thought  essential 
or  necessary  for  a  correct  understanding  of  its  affairs  and  general 
condition.  If  the  Riggs  Bank  had  said,  "We  disagree  with  the 
decision  of  Justice  McCoy  that  your  reports  have  all  been  properly 
called  for  and  we  think  that  Judge  McCoy  has  made  a  mistake,  and 
we  will  not  send  you  these  reports,  and  we  will  not  let  you  know 
anything  about  our  business  except  what  we  think  you  ought  to 
know,"  I  hardly  think  that  any  member  of  this  committee  would 
expect  the  comptroller  to  renew  the  charter  for  the  bank  under 
those  conditions.  I  think  Mr.  Untermver  has  made  the  reason  for 
that  very  clear. 

Senator  Fletcher.  No  matter  how  solvent  it  might  be? 

Mr.  Willi  a  MS.  No  matter  how  solvent  it  might  be.  It  might  be 
solvent  to-day  and  ruined  to-morrow.  We  have  had  many  cases  of 
banks  which  at  one  time  were  strong  and  solvent,  but  which  a  few 
months  later  had  gone  by  the  board  with  the  loss  of  thousands  of 
depositors. 

Senator  Henderson.  I  look  at  it  rather  in  the  light  that  as  to 
agreeing  with  you  to  comply  with  the  law  they  would  have  to  com- 
ply with  it  whether  it  was  an  agreement  or  not.  In  other  words, 
whatever  the  law  requires  in  regard  to  reports,  they  would  have  to 
make  them. 
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Mr.  Williams.  But  they  were  undertaking  to  construe  the  law 
for  themselves.  They  said,  "We  will  not  accept  the  comptroller's 
conception  of  the  law,  but  we*  will  do  what  in  our  judgment  the  laws 
says  we  ought  to  do." 

Senator  Hendehson.  As  I  understand  it,  under  this  agreement 
they  were  expected  to  file  with  you  any  report  that  you  called  for  ? 

Mr.  Williams.  Yes,  sir;  under  this  agreement  that  they  all  signed 
they  agreed  that  they  would  accept  as  final  Justice  McCoy's  sweep- 
ing and  overwhelming  decision  of  the  comptroller's  powers,  saying 
*hat  every  requirement  which  had  been  made  had  been  properly 
made  and  that  the  comptroller  would  have  been  justified  in  assessing 
a  fine  for  every  refusal  on  the  part  of  the  bank  to  furnish  the  infor- 
mation called  for  in  each  one  of  these  reports. 

Senator  Fletcher.  In  other  words,  it  was  an  agreement  not 
merely  that  they  would  make  reports  in  accordance  with  the  law  but 
in  accordance  with  law  as  laid  down  by  this  decision  of  the  court? 

Mr.  Williams.  Exactly. 

I  call  your  attention  to  this  fact,  also,  that  if  the  bank  had  been 
unwilling  to  abide  by  the  law  or  to  accept  that  decision  as  final,  they 
h  id  the  alternative.  They  have  informed  your  committee  that  they 
had  already  obtained  a  State  charter  with  which  to  continue  their 
business.  They  have  informed  you  that  they  had  gone  so  far  as  to 
have  a  sign  painted  and  that  the  sign  was  ready  to  be  put  up  on  the 
front  of  the  adjoining  building  of  the  "Riggs  State  Bank,'  so  that 
there  could  have  been  no  danger  of  ruining  the  bank  because  of  its 
omission  or  refusal  to  accept  as  law  Justice  McCoy's  decision.  If 
they  had  been  unwilling  to  accept  that  decision,  why  did  they  go 
ahead  with  the  State  bank? 

The  Chairman.  Do  you  think  they  could  have  merged  into  a  State 
bank  without  any  injury  or  disadvantage? 

Mr.  Williams.  I  naturally  think,  Mr.  Chairman  and  gentlemen, 
that  the  national  banks  have  advantages 

The  Chairman.  Yes. 

Mr.  Williams  (continuing).  But,  at  the  same  time,  I  call  your 
attention  respectf ully  to  the  fact  that  there  are  exclusive  State  banks 
in  this  district.  The  principal  stockholders  of  the  Riggs  National 
Bank  are  also  still  larger  stockholders,  some  of  them,  in  a  State  insti- 
tution adjoining  the  Riggs  National  Bank — the  American  Security 
«fc  Trust  Co.,  which  has  been  a  successful  State  banking  institution. 
One  or  more  of  the  principal  officers  of  the  Riggs  Bank  to-day  have 
larger  financial  interests  in  that  State  institution  next  door  than  in 
their  own  bank ;  and  I  think  that  condition  existed  at  the  time  of  the 
renewal  of  the  charter  and  for  several  years  previously. 

The  time  that  Mr.  Darlington  took  up  in  discussing  the  question 
as  to  whether  or  not  the  charter  should  be  renewed  and  the  question 
as  to  whether  stamps  should  be  put  on  seems  to  me  to  be  too  trivul 
to  be  commented  on.  It  seems  to  me  he  was  pretty  hard  up  if  he  hid 
to  take  up  the  time  of  the  committee  on  that,  especially  when  he  ik>- 
tified  you  in  the  same  breath  that  the  comptroller  had  stated  that 
those  little  irregularities  would  not  be  allowed  to  interfere  with  tte 
renewal  of  the  charter,  and  he  might  consider  that  they  had  bwsi 
corrected. 

Mr.  Darlington  says  on  page  169  that  there  never  had  been  an  in- 
vestment made  in  stocks  by  the  bank  since  its  creation.    He 
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and  says  that  they  inherited  from  the  old  concern  some  stocks,  and 
that  some  of  those  stocks  were  of  very  slow  liquidation;  it  took  a 
long  time  to  get  rid  of  them. 

I  do  not  think  that  statement  ought  to  be  permitted  to  stand  just 
as  it  is  made  there.  As  a  matter  of  fact,  the  records  indicate  that 
there  were  stocks  bought  from  time  to  time,  and  I  call  your  especial 
attention  to  the  transaction  which  I  pointed  out  a  few  days  ago, 
where,  after  10  years  or  more  of  criticism,  the  comptroller  had  said, 
"  You  must  sell  these  stocks ;  you  must  get  rid  of  them."  He  says 
they  were  slow  in  disposing  oi  them.  It  is  absurd  to  suggest  that 
they  could  not  have  disposed  of  them  in  10  years.  But  at  the  end  of 
10  years,  after  receiving  numerous  criticisms  and  statements  that 
they  must  dispose  of  them,  they  said,  bi  We  have  sold  all  our  stocks. 
The  few  that  are  left  we  expect  to  get  rid  of  shortly."  That  was 
signed  by  the  officers  and  directors. 

When  I  call  your  attention  to  that  incident  I  take  occasion  to  say 
that  the  officers  of  the  bank,  or  some  of  them,  were  deceiving  the 
directors  in  getting  them  to  sign  that  statement,  because  I  believe 
there  are  men  on  that  board  who  would  not  have  signed  a  false  or 
inaccurate  or  misleading  statement  like  that.  How  had  they  sold 
them?  Thev  had  not  sold  them  at  all.  Thev  transferred  them  to 
one  of  the  dummies  in  the  bank,  a  dummy  clerk,  and  this  dummy 
clerk  had  given  his  note  as  collateral.  When  the  comptroller  wrote 
to  them  and  said,  "  You  said  vou  had  sold  vour  stocks,  but  vou  did 
nothing  of  the  sort.  They  are  carried  by  a  dummy,  and  you  must 
get  rid  of  them  in  good  faith,"  then  they  carried  them  back  to  the 
bank,  carried  the  transaction  which  had  been  standing  for  months 
and  months  until  discovered  by  the  examiner,  and  then  later  on,  in- 
stead of  selling  the  stocks  as  they  should  have  fione  in  good  faith, 
they  disposed  of  them  into  the  Flather  account,  which  was  another 
dummy  account  and  which  was  really  the  bank's  own  property,  as 
has  been  pointed  out  frequently  in  these  hearings. 

I  wish  to  make  that  comment  upon  Mr.  Darlington's  statement 
which,  I  think,  he  made  rather  carelessly.  I  am  not  willing  to  think 
that  Mr.  Darlington  would  have  attempted  to  mislead  the  committee 
in  that  respect,  and  I  do  not  believe  that  he  knew  of  this  incident 
when  he  made  that  statement  to  you.  The  stocks  could  have  been 
sold  in  a  month  or  a  week  or  a  dav,  but  the  bank  took  18  vears  to 
sell  them  and  were  carrying  them  under  all  sorts  of  cover  in  the 
meanwhile.  Mr.  Darlington  has  very  frankly  stat?d,  on  page  169. 
in  connection  with  the  delay  in  bringing  the  pur  jury  suit,  that  the 
docket  was  badly  congested,  as  it  always  is,  and  he  pointed  out  to 
you  that  the  district  attorney  had  stated  as  reason  for  the  delay  in 
bringing  the  perjury  case  that  the  district  attorney  had  said  that 
.  there  were  men  in  jail  who  had  not  been  tried  and  who  could  not 
get  bail,  and  he  thought  they  ought  to  be  brought  up  first. 

Shall  we  adjourn  now,  Mr.  Chairman  ? 

The  Chairman.  Mr.  Williams,  do  you  intend  to  occupy  the  whole 
afternoon  ? 

Mr.  Williams.  Possibly,  with  your  permission. 

The  Chairman.  Suppose  we  take  a  recess  until  2.30. 

Senator  Henderson.  Before  we  adjourn,  Mr.  Chairman,  I  would 
like  the  record  to  show  that  there  are  a  number  of  members  of  the 
committee  absent  and  that  their  absence  is  unavoidable.  Take,  for 
instance,    Senators   Hitchcock    and    Pomerene.     They   are   on  the 
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Foreign  Relations  Committee,  and  they  are  having  hearings  daily 
and  they  can  not  attend  these  hearings.  There  are  other  members  of 
this  committee  who  have  other  very  important  hearings,  and  I  would 
like  the  record  to  show  the  reasons  for  their  absence. 

(Whereupon,  at  12  o'clock  noon,  the  committee  took  a  recess  until 
2.30  o'clock  p.  m.) 

AFTERNOON    SESSION. 

The  committee  met,  pursuant  to  adjournment,  at  2.30  o'clock  p.  m. 
STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS— Continued. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  I  have  alluded  be- 
fore to  the  confused  and  contradictory  statements,  which  met  me 
at  every  turn,  when  I  tried  to  find  out  how  the  Riggs  Bank  was  con- 
ducting its  stock-brokerage  business,  and  how  the  profits  were  going. 
I  read  you,  a  day  or  two  ago,  an  affidavit  from  the  national-bank  ex- 
aminers relative  to  the  statements  which  had  been  made  to  them  by 
the  officers  of  the  Riggs  National  Bank  as  to  their  personal  earnings 
from  those  commissions  and  profits.  I  think  that  letter  of  the  comp- 
troller, if  I  remember  correctly,  was  dated  June  9,  1914,  the  date 
on  which  Mr.  Hogan  has  repeatedly  said  this  controversy  began. 
I  now  wish  to  ask  your  attention  to  a  communication  with  the  presi- 
dent, vice  president,  and  cashier  of  the  Riggs  Bank  addressed,  on 
June  18,  1914,  to  the  board  of  directors  of  the  Riggs  National  Bank, 
and  I  ask  that  that  letter  be  included  in  the  record. 

(The  letter  is  as  follows:) 

The  Riggs  National  Bask, 
Washington,  D.  C,  June  18,  191*1. 

TO  THE  BOARD  OF  DIRECTORS, 

ov  the  Riggs  National  Bank, 

Washington,  D.  C. 

Gentlemen:  There  is  an  account  on  your  books  entitled  W.  J.  and  H.  H. 
Flather,  the  cash  balance  now  to  the  credit  ot-whieh  is  $503.98,  and  the  follow- 
ing investment  securities  which  have  been  purchased  from  time  to  time  with 
money  withdrawn  from  this  account  and  another  account,  entitled  Charles  C. 
Glover  and  William  J.  Flather,  are  now  in  the  bank  vault,  viz : 
Promissory  notes  of: 

D.  W.  and  E.  A.  Manners $500,  5  per  cent,  due  Dec.  10,  1915. 

Charles  S.  Rice 1, 250,  5  per  cent,  due  Apr.  20,  1916. 

James  H.  Hensley 500,  5  per  cent,  due  May  14,  1915. 

Walker  and  Johnson 5,000,  5  per  cent,  due  Apr.  23,  1919. 

Walker  and  Johnson 5,000,  5  per  cent,  due  Oct.  23,  1919. 

John  Taylor  Arms 2, 500,  5  per  cent,  due  May  19,  1915. 

M.  W.  and  Walter  S.  Abraham ,  1, 000,  5  per  cent,  due  Apr.  30,  1917. 

James  H.  Hensley 1,000,  5  per  cent,  due  May  14,  1916. 

James  L.  Pugh 1,500,  5  per  cent,  due  May  26,  1917. 

D.  B.  Rogers .,  1,750,  5  per  cent,  due  May  20,  1915. 

Charles  S.  Rice 1, 250,  5  per  cent,  due  Apr.  20,  1916. 

Solomon  Minster ,  1, 000,  5  per  cent,  due  Oct.  25,  1914. 

Hy.  S.  Graham  et  al 1,000,  5  per  cent,  due  June  3,  1916. 

J.  Augustus  Taylor  et  al *      850,  5$  per  cent,  due  Dec.  20,  1916. 

Florida  Yulee  Neff >  2, 000,  5  per  cent,  due  Jan.  6,  1916. 

Louisa  S.  Randall .  1,  500,  5  per  cent,  due  July  2,  1916. 

Alexander  G.  Bentley 6,000,  5  per  cent,  due  Nov.  2,  1914. 

Sanner  and  Hill -  2, 500,  5  per  cent,  due  Mar.  26,  1917. 

Robert  L.  Preston 1, 000,  5  per  cent,  due  Nov.  29,  1014. 

John  Taylor  Arms 1, 000,  5  per  cent,  due  May  19,  1015. 

38,100 


664  NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 

Stocks : 

42  shares  Real  Estate  Title  Insurance  Co. 

1,757  shares  Columbia  Title  Insurance  Co. 

25  shares  American  Graphophone  Co.  common. 
During  the  partnership  of  Riggs  &  Co.,  it  was  customary  for  one  or  more  of 
its  members  to  assist  its  customers  to  make  investments,  receiving  certain  com- 
pensation by  way  of  commissions  therefor,  which  compensation  was  at  first 
credited  to  the  commission  account  on  the  books  of  the  firm  and  later  trans- 
ferred to  the  credit  of  the  profit  and  loss  account  of  the  partnership.  After  the 
incorporation  of  the  Riggs  National  Bank  such  business  was  continued  to  be 
done  by  certain  of  the  officers  of  the  bank  acting  in  their  individual  capacities, 
and  sums  received  by  way  of  compensation  on  account  of  such  transactions  were 
passed  to  the  credit  of  the  accounts  on  the  books  of  this  bank,  entitled  "  Chas. 
C.  Glover  and  Wm.  J.  Flather,"  and  "W.  J.  Flather  and  H.  H.  Flather." 
which  accounts  commonly  have  been  and  are  referred  to  as  the  "  Glover  and 
Flather  "  and  the  "  Flather  and  Flather  "  accounts. 

The  existence  of  these  accounts  and  the  character  of  the  transactions  which 
the  entries  noted  therein  were  intended  to  evidence,  have  been  made  known  to 
every  bank  examiner  who  had  examined  and  reported  upon  the  bank's  condition, 
and  likewise  has  been  made  known  to  the  successive  Comptrollers  of  the  Cur- 
rency and  some,  if  not  all,  of  the  Secretaries  of  the  Treasury  in  office  since 
1906,  with  the  exception  of  tfte  present  incumbent,  having  been  personally  in- 
formed of  the  practice  of  the  bank  officers  in  this  regard  and  no  objection  has 
at  any  time  been  made  to  their  continuing  the  same. 

On  April  17,  1914,  the  account— Chas.  C.  Glover  and  Wm.  J.  Flather— for 
purposes  of  convenience,  was  closed  out  and  Its  credits  of  every  sort  were 
transferred  to  the  credit  of  the  account — W.  J.  and  H.  H.  Flather. 

Whether  the  officers  of  the  bank,  who  in  their  Individual  capacities  rendered 
the  services  which  produced  the  revenues  which  passed  to  the  credit  of  the 
above  account  were  entitled  to  receive  ami  regain  suH\  re\ernps  «*i  tVir 
personal  benefit  is  not  material,  for  no  one  of  them  has  ever  claimed  or  has 
ever  intended  to  claim  or  has  ever  retained  or  ever  expected  to  retain  any  part 
of  i  uch  revenues  for  his  personal  benefit.  From  time  to  time  various  amounts 
have  been  withdrawn  from  each  of  said  accounts  and  used  for  the  benefit 
of  the  bank,  and  from  time  to  time  sums  have  been  withdrawn  from  each  of 
said  accounts  and  directly  passed  to  the  credit  of  the  profit-and-loss  account 
of  the  bank. 

These  facts  are  each  and  all  doubtless  perfectly  well  known  to  you,  but 
we  make  this  statement  at  the  present  time  in  view  of  the  communications 
referring  to  the  general  subject  lately  received  from  the  Comptroller  of  the 
Currency  and  in  order  that  this  ^atement  may  be  made  of  record  in  the 
minute •<  of  the  bank. 

Respectfully,  yours, 

Chas.  C.  Glover, 
Wm.  J.  Flatheb. 
Henry  H.  Flather. 

The  real  estate  loans  stated  above  were  taken  as  additional  collateral  for 

loans  previously  made,  the  greater  portion  of  which  Is  >ecured  by  stocks  and 

were,  therefore,  reported  under  Sections  "  B  *"  and  "  E." 

August  13,  3914. 

Henry  H.  Flather,  Cash. 

That  was  nine  days,  apparently,  after  the  controversy  began  in 
which  investigation  the  Treasury  was  earnestly  trying  to  find  out 
what  the  real  truth  was  in  regard  to  those  stock  and  real  estate 
operations,  and  it  appears  that  the  bank  officers  wanted  to  make 
some  record  with  regard  to  it  with  their  board  of  directors.  The 
statements  which  they  made  on  that  date  were  directly  contrary  to 
the  statements  which  they  had  made  about  a  month  before  to  the 
national-bank  examiner,  as  certified  to  by  the  examiner  and  the  as- 
sistant. 

Senator  Gronna.  Is  it  true  that  Flather  and  Flather  and  Mr. 
Glover  had  made  it  known  to  your  office  before  that  loans  were 
made  to  these  people  and  the  profits  were  turned  over  to  the  bank? 
Is  that  a  matter  of  record  in  your  office  ? 
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Mr.  Williams.  The  record  is  full  of  contradictions  in  that  con- 
nection. I  ask  your  attention  to  a  report  made  by  Owen  T.  Reeves, 
the  national-bank  examiner  to  whom  Mr.  Hogan  has  frequently  re- 
ferred.   In  his  report  of  November  28,  1910,  Mr.  Reeves  states  • 

A  commission  and  brokerage  business  is  carried  on  by  President  Glover  and 
Vice  President  Flather,  who  are  .members  of  the  local  stock  exchange,  and  com- 
missions are  credited  to  deposit  account,  "  C.  C.  Glover  and  W.  J.  Flather." 
Commissions  received  through  the  placing  and  collection  of  real  estate  loans 
is  credited  to  deposit  account,  "  W.  J.  Flather  and  H.  H.  Flather."  At  inter- 
vals the  balances  in  both  the  accounts  are  wiped  out  by  investments  In  real 
estate  notes  which  I  understand  are  regarded  as  property  of  the  bank  and  not 
shown  by  the  books. 

That  is  the  statement  to  the  comptroller's  office  in  1910  by  Owen 
T.  Reeves,  who  has  here  been  referred  to  as  a  witness  for  Mr.  Glover 
and  Messrs.  Flather  in  the  perjury  suit. 

Senator  Gronna.  But  the  direct  statement  is  made  there,  Mr. 
Williams,  by  Glover  and  by  the  Flathers,  that  on  examination  of 
their  bank  the  examiners  hod  been  permitted  to,  and  had,  examined 
these  books,  and  at  no  time  have  attempts  been  made  to  keep  it  away 
from  the  examiners;  that  the  books  themselves  show  these  trans- 
actions; and  of  course  if  a  thorough  examination  of  the  books  were 
made,  necessarily  the  examiner  must  have  been  able  to  discover  that 
the  facts  are  as  stated  by  Glover  and  Messrs.  Flather. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  I  think  those  state- 
ments made  by  Examiner  Reeves  seem  to  be  quite  clear.  Whether  or 
not  they  are  accurate,  I  think  they  seem  to  be  clear.  I  do  not  think 
they  are  capable  of  a  double  meaning. 

As  I  understand,  you  raised  the  point  as  to  whether  that  was  true, 
whether  that  reflected  conditions. 

Senator  Gronna.  Mr.  Reeves  does  not  seem  to  denv  it. 

Mr.  Williams.  I  call  your  attention  for  a  moment  to  the  fact  that 
this  statement  to  the  board  of  directors  on  the  13th  denied  that  the 
earnings  of  the  bank  at  any  time,  from  these  commissions  and  brok- 
erages, had  gone  to  the  officers  of  the  bank.  But  I  will  show  you  that 
about  a  month  after  that  Mr.  Glover  wrote  his  letter  stating  that  he 
was  mistaken  in  saying  that  the  officers  had  at  no  time  received  those 
profits,  but  that  the  firm  of  Glover,  Hyde,  Johnston,  and  others  had 
collected  these  brokerages  from  1897  to  May,  1902,  to  the  extent  of 
about  $46,000.  At  the  time  this  deliberate  statement  was  made  by 
those  three  officers  to  the  board  of  directors  of  the  bank,  that  collec- 
tion by  the  individuals  for  a  period  of  four  or  five  years  appears  to 
have  been  overlooked  by  the  officers,  and  not  reported  in  the  state- 
ment. 

The  Chairman.  Mr.  Glover  was  not  at  home  at  the  time,  and  he 
explained  it ;  his  son  was  sick  and  when  he  got  back  he  reviewed  the 
correspondence  and  refreshed  his  recollection,  and  wrote  you  in  re- 
gard to  it. 

Mr.  Williams.  I  am  not  speaking  of  his  letter  to  me  in  which  he 
made  that  declaration.  I  ^m  referring  to  something  which  has  per- 
haps not  been  brought  to  your  attention  before,  and  that  is  a  letter 
by  Mr.  Glover  and  the  vice  president  and  cashier  of  the  bank,  written 
on  June  18  to  the  board  of  directors  to  get  on  the  records  this  fact. 
I  do  not  think  that  has  been  brought  into  the  record  before,  show- 
ing that  it  was  a  very  deliberate  statement,  prepared  for  their  board 
of  directors. 
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I  now  ask  your  attention  to  my  letter  to  the  Riggs  National  Bank 
of  April  5,  1915,  in  volume  2  oi  the  correspondence  with  the  bank, 
on  page  187.  I  refer  to  the  fact  that  after  three  denials  by  an  officer 
or  officers  of  the  bank  that  they  had  received  these  commissions,  they 
now  admit  that  they  had  received  some  $46,000  for  a  period  of  four 
or  five  years,  and  after  quoting  the  exact  record,  I  say : 

Comment  by  this  office  at  this  time  seems  to  be  superfluous. 

I  then  go  on  and  say : 

The  firm  of  "  Glover,  Hyde,  Johnston,  and  others,"  whose  paid-up  capital 
Mr.  Glover  says  was  $30,000,  appears  to  have  conducted  its  business  at  the 
office  of  the  Riggs  National  Bank,  and  to  have  gathered  in  and  divided  among 
its  members  more  than  $46,000  of  commissions  or  profits  in  these  five  and  one- 
half  years ;  but  they  seem  to  have  evaded  during  the  entire  period  they  weiv 
conducting  the  business  the  payment  of  the  license  taxes  required  by  the  laws 
of  the  District. 

It  is  significant  that  "  Glover  and  Flather  "  and  "  Flather  and  Flather  M  were 
equally  forgetful  as  to  the  payment  of  license  taxes  In  connection  with  the 
large  real  estate  commissions  which  they  collected,  although  Mr.  Glover  and  the 
Messrs.  Flather  both  claim  to  have  paid  the  income  taxes,  including  these 
earnings  in  their  personal  returns. 

It  is,  of  course,  impossible  to  determine  what  eventually  would  have  become 
of  the  funds  accumulated  to  the  credit  of  "  Glover  and  Flather  "  and  "  Flather 
and  Flather,"  had  it  not  been  for  the  investigations  which  have  been  recently 
conducted. 

I  ask  your  special  attention  to  that  feature  of  the  case.  [Con- 
tinuing reading :] 

The  following  extracts  from  the  testimony  given  under  oath  by  the  bank's 
officers  will  show  the  nature  apd  status  of  the  account  known  as  "  Glover  and 
Flather  "  to  which  the  sum  of  $56,918.54  had  been  improperly  credited,  and  a 
somewhat  similar  account  carried  on  the  books  of  the  bank  known  as  "  Flather 
and  Flather  " : 

Mr.  C.  C.  Glover,  the  president  of  the  bank,  was  being  examined  under  oath 
by  the  national  bank  examiner  on  January  6,  1915.  There  were  present  the 
counsel  for  the  bank,  Mr.  Bailey  and  Mr.  McKenney,  President  C.  C.  Glover, 
Vice  President  M.  E.  Ailes,  and  Cashier  H.  H.  Flather.  Mr.  McKenney  was 
counsel  for  the  bank  and  also  a  director. 

The  examiner  read  to  Mr.  Glover  an  extract  from  a  report  made  by  a  national 
bank  examiner  to  the  comptroller's  office  on  November  28,  1910,  on  the  "  Glover 
and  Flather  "  account,  as  follows : 

This  extract  which  was  then  read  was  the  extract  which  I  read  to 
you  from  Mr.  Owen  T.  Reeves's  report  a  few  moments  ago.  It  is  as 
follows : 

At  intervals  the  balance  in  both  accounts  [meaning  Glover  and  Flather  and 
Flather  and  Flather]  are  wiped  out  by  investment  in  real  estate  notes,  which  I 
understand  was  regarded  as  property  of  the  bank  not  shown  by  the  books. 

The  examiner  asked: 

Is  that  a  correct  statement? 

The  national  bank  examiner  asks  Mr.  Glover  if  that  statement  in 
regard  to  the  status  of  the  Glover  and  Flather  and  Flather  and 
Flather  accounts  was  a  correct  statement.  Mr.  Hogan,  in  his  testi- 
mony, has  been  insisting  that  the  whole  thing  was  correctly  stated 
by  the  examiners  to  the  department,  especially  by  Mr.  Owen  T. 
Reeves;  that  he  was  the  man  who  made  the  statements  as  clear  as 
the  middav  sun.    Here  is  Mr.  Glover's  answer : 

Mr.  Glover.  No,  sir ;  it  is  an  absolutely  incorrect  statement,  we  never  claimed 
that  this  money  belonged  to  the  bank  until  we  chose  to  dispose  of  It. 
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That  statement  of  Mr.  Reeves,  which  Mr.  Hogan  has  so  com- 
mended as  setting  forth  the  exact  truth,  Mr.  Glover  says  is  an  abso- 
lutely incorrect  statement.  I  say,  gentlemen,  that  these  inconsisten- 
cies and  contradictory  statements  meeting  us  at  every  turn  were  the 
cause  of  a  great  deal  of  the  trouble  we  have  had  in  this  whole  con- 
troversy, direct  contradictions  of  the  officers  of  the  bank  themselves 
from  day  to  day. 

Senator  Gronna.  Of  cour.se,  at  that  time,  Mr.  Williams,  is  was 
suggested  at  least  that  this  bank  should  lose  its  charter. 

Mr.  Williams.  This  was  before  the  action  began,  Senator,  before 
the  suits  began,  before  any  of  the  suits  began. 

Senator  Gronna.  This  testimony  was  taken  in  19 

Mr.  Williams  (interrupting),  fn  January,  1915,  before  there  were 
any  suits.  The  suit  was  begun  in  April,  1915,  and  this  was  three 
months  earlier. 

Senator  Fletcher.  Before  they  had  applied  for  an  extension  of 
charter  ? 

Mr.  Williams.  Yes;  before  they  had  applied  for  a  charter  at  all. 
The  charter  did  not  expire  until  18  months  later. 

Senator  Gronna.  What  I  was  going  to  call  your  attention  to,  Mr. 
Comptroller,  was  this :  Naturally,  if  thev  applied  to  have  their  char- 
ter renewed  they  would  be  anxious  to  sta>w  that  the  bank  had  com- 
mitted no  violation  of  law.  Technically,  it  would  be  a  violation  of 
law  to  say  that  this  money  belonged  to  the  bank,  because  under  the 
law  and  under  the  rulings  of  your  office  national  banks  are  not  per- 
mitted to  loan  money  on  real  estate,  or  to  transact  a  stock-brokerage 
business.  These  people  would  naturally  want  to  show  that  their 
l>ank,  or  the  officers  of  the  bank,  had  not  violated  the  law,  because 
if  they  had,  they  could  not  expect  to  be  granted  a  charter. 

Mr.*  Williams.  I  am  sure  you  do  not  mean  to  suggest  that  they 
should  attempt  to  show  that  they  had  not  violated  the  law  if  they 
had  been  violating  the  law. 

Senator  Gronna.  Xo:  but  technically  he  is  correct  when  he  states 
that  this  profit  did  not  belong  to  the  bank  until  the  dividends  were 
declared,  which  were  all  the  time  paid  over  on  the  bank.  That  is 
technically  correct,  is  it  not? 

Mr.  Williams.  It  is  a  denial  of  the  correctness  of  the  statement 
of  the  bank  examiner  which  has  heretofore  been  pronounced  to  be 
exactly  correct  by  Mr.  Hogan  in  his  testimony,  apparently,  as  I 
understand  it.  Now,  Mr.  Glover  says  it  is  absolutely  incorrect.  I 
will  go  on: 

The  Examiner.  There  was  never  any  understanding  with  the  hoard  of 
directors? 

I  have  read  you  Mr.  Glovers  statement,  signed  by  Mr.  Glover 
and  the  two  Flathers,  as  to  how  thoroughly  the  board  of  directors 
understood  the  whole  business.  Mr.  Glover  says,  u  Never."  He  con- 
tinues a  statement  which  is  not  material,  and  I  will  not  read  that  here. 
The  examiner  then  goes  on : 

Then  you  claim  that  you  never  have  derived  any  benefit,  never  intended,  ami 
never  will  derive  anything  from  the  proceeds  of  these  accounts? 

Senator  Groxxa.  Who  asks  that  question? 

Mr.  Williams.  The  examiner.    Mr.  Glover  says : 

That  is  what- 


Mr.  McKenney.  One  minute.    "  Never  will "  is  a  long  way  off. 
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Mr.  Gloveb.  I  have  a  perfect  right  to,  but  I  have  stated  I  never  have.  You 
are  correct  in  your  statement  that  I  made  such  a  statement  as  that. 

Mr.  Bailey.  Just  to  say  that  you  will,  of  course,  is  a  mere  matter  of  de- 
claring your  intention. 

Examiner.  He  has  a  right  to  state  his  intention  under  oath. 

Mr.  Bailey.  And  would  have  a  perfect  right  to  change  that  without  violat- 
ing the  oath.  The  fact  that  he  has  not  up  to  this,  and  the  fact  that  he  does  not 
now  intend  to,  are  questions  of  fact,  of  course.  As  to  whether  he  will  or 
not 

Mr.  Glover.  It  is  a  fact  that  the  money  in  that  account  belongs  to  the  three 
of  us. 

Mr.  McKenney.  And  it  is  subject  to  your  order  and  disposition. 

Mr.  Glover.  Yes ;  it  is  subject  to  my  order  and  my  disposition,  and  those  of 
my  coowners. 

Examiner.  As  a  matter  of  fact,  was  it  not  always  understood  between  you 
and  the  directors  of  the  bank  that  all  the  profits  arising  from  these  trans- 
actions placed  in  these  accounts  were,  in  reality,  funds  of  the  bank,  and  that 
they  would  ultimately  be  transferred  to  profit  and  loss  or  some  similar  ac- 
count in  the  bank? 

The  examiner  asked  that  assuming  that  there  was  ground  for  the 
statements  which  had  been  made  by  Mr.  Glover  and  the  other 
officers  of  the.  bank,  that  a  national  bank  examiner  was  in,  made  ex- 
amination after  examination  and  reported  to  this  office,  and  when 
it  was  put  to  him  in  precisely  that  language,  what  does  Mr.  Glover 
say?  "Absolutely  no."  Where  are  we?  Gentlemen,  where  do  we 
stand?  What  should  we  think  with  that  directly  conflicting  testi- 
mony before  us?  We  just  did  not  know  who  was  telling  the  truth 
and  who  was  not. 

Senator  Gronna.  Does  it  show  anywhere  that  these  people  were 
conspiring  to  rob  the  bank  of  any  profits? 

Mr.  Williams.  We  were  trying  to  find  out  whether  they  were  or 
not,  gentlemen,  and  here  is  the  conflicting  testimony  that  is  offered. 

The  Chairman.  In  Mr.  Glover's  testimony  somewhere — I  do  not 
know  whether  it  is  in  this  connection — it  is  made  very  clear  that  for 
a  period  some  of  them  felt  that  these  profits  belonged  to  them- 
selves, but  that  they  had  decided  that  under  the  circumstances,  in 
the  nature  of  the  business  of  the  bank,  it  would  be  proper  in  the 
future  to  turn  the  profits  over  to  the  bank.  While  they  might  tech- 
nically claim  them,  they  decided  to  turn  them  over.  I  remember 
that  testimony  of  Mr.  Glover. 

Mr.  Williams.  Oh,  yes ;  you  can  remember  throughout  this  record 
testimony  directly  contradictory  to  testimony  given  before  by  the 
same  men. 

I  have  just  read  Mr.  Glover's  answer,  "  Absolutely  no,"  denving  the 
correctness  of  the  statement  which  had  been  made  by  the  officers  of 
the  bank  to  the  examiners,  and  reported  by  the  examiners  to  the 
comptroller's  office.     Then  Mr.  McKenney  says: 

Mr.  McKenney.  I  have  not  the  slightest  hesitation 

Mr.  Glover.  Many  of  the  directors  had  no  knowledge  whatever  of  the  char- 
acter of  this  account  at  all. 

That  is  Mr.  Glover's  testimony  on  January  15,  and  on  June  18, 
1914,  he  had  said  to  the  board  of  directors,  over  his  signature  and 
those  of  Mr.  William  J.  and  H.  H.  Flather  : 

These  facts  are  each  and  all  doubtless  perfectly  well  known  to  you. 
What  should  we  conclude  from  such  testimony  as  this?     I  go  on: 

Mr.  Glover.  Many  of  the  directors  had  no  knowledge  whatever  of  the  char- 
acter of  this  account  at  all. 
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Mr.  McKenney.  I  venture  to  say  that  there  was  no  director  on  the  board, 
outside  of  the  officers,  who  ever  knew  any  such  accounts  were  carried  on  the 
books.  I  have  been  a  director  since  January  lt  1910,  and  never  heard  of  the 
accounts  until  this  correspondence  began,  and  I  do  not  believe  that,  outside 
of  the  officers,  you  will  find  any  other  directors  on  this  board  who  know  any- 
thing about  it,  with  the  possible  exception 

It  is  so  absurdly  contradictory  as  to  be  almost  amusing.  It  is  more 
tragic  than  amusing,,  gentlemen.     [Continuing  reading :] 

Examiner.  You  make  that  statement  as  a  director  of  the  Rlggs  National 
Bank? 

Mr.  McKenney.  I  say  that  as  a  director  of  the  Rlggs  National  Bank,  and 
having  been  a  director  since  January  1,  1910,  I  never  heard  of  the  account  of 
either  Glover  and  Flnther  or  Flather  and  Flather  up  to  the  time  of  this  cor- 
respondence beginning.    I  did  not  know  that  any  such  account  existed. 

Senator  Newberry.  What  is  the  date  you  think  he  refers  to  when 
he  says  the  date  of  this  correspondence  beginning.  The  correspond- 
ence began  with  the  letter  you  read  signed  by  the  officers  ? 

Mr.  Wuxjams.  Mr.  Hogan  has  referred  to  the  beginning  of  the 
controversy  as  June  9,  1914.  Here  is  the  formal  letter  on  June  18, 
1914,  written  by  Mr.  Glover  and  the  two  Flathers,  endeavoring  to 
make  the  Glover  and  Flather  and  the  Flather  and  Flather  accounts 
a  matter  of  record,  and  takes  pains  to  say : 

These  facts  are  each  and  all  doubtless  perfectly  well  known  to  you. 

Senator  FijEtcher.  That  is  a  letter  to  whom? 

Mr.  Williams.  That  is  a  letter  signed  by  the  president,  the  vice 
president,  and  cashier  of  the  bank  to  the  board  of  directors. 

Senator  Newberrt.  What  I  am  trying  to  get  at  is,  Do  you  think 
Mr.  McKenney,  in  his  testimony,  meant  to  fix  the  date  of  the  begin- 
ning of  the  correspondence  as  in  June,  earlier  than  the  letter  you  read 
of  the  officers  of  tne  bank? 

Mr.  Williams.  You  see,  there  were  only  nine  days'  difference  be- 
tween the  beginning  of  the  correspondence  and  the  letter  which  the 
officers  wrote  to  the  board  of  directors  in  regard  to  these  accounts. 
One  was  written  June  9  and  the  other  June  18. 

Senator  Newberrt.  Is  it  not  fair  to  assume  that  Mr.  McKenney 
referred  to  a  date  in  June? 

Mr.  Williams.  Presumably  he  referred  to  the  time  that  the  officers 
formally  notified  the  bank  that  there  were  these  accounts,  and  up  to 
that  time  h$  had  never  heard  of  them.  I  think  that  is  a  fair  assump- 
tion.   [Continuing  reading:] 

Examiner.  Then,  your  claim  is  that  the  commissions  credited  to  Glover  and 
Flather  were  the  personal  profits  of  the  individuals,  including  yourself,  In  an 
undetermined  proportion,  and  that  the  bank  had  and  has  no  claim? 

Mr.  McKenney.  No  legal  claim. 

Mr.  Glover.  No  legal  claim  on  it. 

Examiner.  And  those  profits  or  commissions  arose  out  of  personal  transac- 
tions of  the  officers  of  the  bank,  officers  of  the  bank  acting  in  their  individual 
capacity? 

Mr.  Glover.  Yes ;  that  is  exactly  how  they  did  arise. 

Examiner.  Then,  as  soon  as  any  amounts  had  been  credited  to  either  of  these 
accounts,  it  became  subject  to  the  check  and  to  the  disposal  of  these  indi- 
viduals? 

Mr.  Glover.  That  is  true. 

Examiner.  And  in  no  manner  subject  to  the  disposal  or  check  of  the  officers 
of  the  Riggs  National  Bank  acting  in  their  official  capacity? 

Mr.  Glover.  That  is  also  a  true  statement  of  the  case. 
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Despite  those  contradictions,  they  were  claiming  up  to  the  last  that 
those  profits  were  their  individual  profits,  and  that  they  had  a  com- 
plete right  to  all  the  profits  credited  to  those  accounts. 

I  will  now  show  you  where  the  bank's  credit  or  funds  were  used 
for  the  purchase  of  a  half  million  or  a  million  or  a  million  and  a  half 
dollars  of  Government  bonds  on  a  joint  account  with  the  National 
City  Bank,  where  the  bank  stood  to  lose  if  the  transaction  had  gone 
the  wrong  way,  according  to  the  evidence,  and  as  shown  by  the  letters 
and  correspondence  in  the  case,  which  I  will  ask  to  be  included  in 
the  record.  And  I  will  show  you  that  the  profits  derived  from 
those  operations  in  Government  bonds  were  credited  to  that  personal 
account  of  Glover  and  Flather  or  Flather  and  Flather,  in  which  they 
claim  the  bank  had  no  interest  at  all,  and  I  think  that  the  bank  made 
one  or  two  sworn  reports  to  the  Comptroller  of  the  Currency,  over 
the  signatures  of  its  officers,  in  which  they  hid,  concealed,  or  omitted 
to  give  those  profits,  which  really  belonged  to  the  bank,  but  which 
they  kept  concealed  in  the  Glover  and  Flather  account,  in  regard  to 
the  existence  of  which  Mr.  McKenney,  counsel  for  the  bank  and  a 
director,  says  not  a  director  of  the  bank  knew  anything  about  except 
the  officers,  to  the  best  of  his  knowledge  and  belief. 

Examiner.  Mr.  Glover,  In  the  account  of  Glover  and  Flather,  under  date  of 
February  4,  1908,  there  is  an  item  listed  "  Commissions  and  profits,  sale  of  the 
U.  S.  4  per  cent  bonds.  $24,704.16 " ;  and  under  diite  of  February  24f  190*. 
"  Profits  on  sale,  U.  S.  4  per  cent  bonds  of  1925,  $32,214.38." 

Mr.  Glover.  Yes. 

Examiner.  What  knowledge  have  you  of  the  transaction  from  which  thus* 
profits  arose? 

Gentlemen,  that  was  in  early  1915  Mr.  Glover  was  being  examined 
about  that  transaction.  The  bank  did  not  have  those  large  tnin>- 
actions  in  Government  bonds  frequently.  It  was  one  of  the  few 
transactions  of  that  size  in  Government  bonds  that  they  ever  had. 
if  not  the  largest  they  ever  had,  and  it  is  reasonable  to  suppose  that 
a  very  large  profit  having  accrued  from  that  transaction,  it  would 
not  have  entirely  escaped  Mr.  Glover's  memory,  which  is  usually 
quite  alert.  Here  is  his  testimony,  in  answer  to  the  examiner's  ques- 
tions, Mr.  Glover  testifying  under  oath: 

Examiner.  What  knowledge  have  you  of  the  transactions  from  which  those 
profits  arose? 

Mr.  Glover.  At  the  present  moment  I  have  not  any  recollection  of  just  how 
they  arose.     [To  Mr.  Ailes:]  That  was  a  California  matter,  was  it  not? 

Mr.  Ailes.  I  have  heretofore  explained  that  fully. 

Mr.  Glover.  That  was  tuily  explained  by  Mr.  AUes,  who  actually  had  to  <lo 
with  that. 

Examiner.  You  know,  then,  from  what  those  profits  arose? 

Mr.  Glover.  Yes;  but  I  would  have  to  go  back  over  the — there  is  Hiiother 
officer  in  the  hank  who  can  give  you  the  entire  details  of  that.  It  was  In  hl> 
hands.    It  only  came  to  me  as  a  finished  transaction. 

Kxaminer.  From  what  transaction  did  that  profit  arise? 

Mr.  Glover.  It  arose  out  of  the  sale  of  certain  bonds.     What  is  that  date? 

Examiner.  February  4  and  24,  1908. 

Mr.  Glover.  I  can  not  recollect.  I  would  have  to  go  back  over  that.  [After 
conference  with  Mr.  H.  H.  Flather.]  That  can  be  explained  to  you  by  another 
officer  of  the  bank. 

Examiner.  By  what  officer? 

Mr.  Glover.  Mr.  Ailes. 

Examiner.  Mr.  Ailes  handled  the  transaction  personally? 

Mr.  Glover.  Yes. 

Mr.  Ailes.  I  handled  it ;  yes.. 

Examiner.  You  had  no  connection  with  it  yourself? 
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Mr.  Glover.  I  knew  at  the  time  just  what  was  going  on. 

Bank  Examiner  addresing  Vice  President  W.  J.  Flather. 

Examiner.  What  was  your  interest,  Mr.  Flather,  in  the  firm  of  Flather  & 
Flather,  in  April,  1914? 

Mr.  Further.  No  special  interest ;  just  a  member  of  that  firm. 

Examiner.  Was  your  proportion  defined  or  not? 

Mr.  Flather.  No;  it  was  not  defined. 

Examiner.  There  were  three  members  of  this  firm? 

Mr.  Flather.  Yes.  It  was  really  Mr.  Glover  and  I  who  made  the  money, 
although  sometimes  when  Mr.  Glover  and  I  would  be  away  in  the  summer, 
my  brother  would  make  some. 

Then  I  omit  some  of  the  following  testimony,  and  state  in  this 
letter: 

The  national-bank  examiner  was,  later  during  the  same  day,  examining  Mr.  W. 
J.  Flather,  vice  president  of  the  bank,  in  regard  to  a  statement  which  \V.  J.  Flather 
had  previously  made  to  a  national-bank  examiner  to  the  effect  that  the  profits 
•ierived  from  the  account  of  Flather  &  Flather  were  "personal  profits"  and 
were  returned  as  income  by  the  individual  members  of  the  firm  and  the  Income 
tax  paid  upon  them  by  these  individuals. 

Bank  Examiner,  addressing  Vice  President  W.  J.  Flather. 

Examiner.  Did  you  return  any  portion  of  Glover  &  Flather? 

•'  Mr  Flather.  Mr.  Glover  paid  all  the  tax  on  the  income  from  Glover  & 
Flather. 

"  Examiner.  Was  it  an  understanding  between,  you  and  your  brother  and 
Mr.  Glover  that  he  should  pay  all  on  Glover  &  Flather,  and  you  and  your 
brother  should  pay  50  per  cent  each  on  Flather  &  Flather? 

"Mr.  Flather.  Mr.  Glover  said  he  would  pay  all  on  Glover  &  Flather,  and 
my  brother  and  I  arranged  to  pay  the  income  on  Flather  &  Flather  account." 

Now,  gentlemen,  see  how  these  contradictions  become  more  and 
more  confusing.  Here  they  are  testifying  under  oath  before  the  ex- 
aminer that  these  were  their  personal  profits  and  that  Mr.  Glover 
paid  the  income  tax  on  his  portion,  and  that  the  two  Flathers  paid 
the  income  tax  on  the  rest. 

Mr.  Flather  subsequently  denied  the  statement  which  he  had  previously  made 
to  the  national  bank  examiner  and  claimed  that  while  *ie  had  paid  an  income 
tax  on  the  account  of  the  firm  of  Flather  &  Flather  he  had  charged  the  amount 
of  the  income  tax  later  on  to  the  bank,  thereby  recouping  himself  for  the  tax 
paid. 

The  man  who  denied  the  statements  which  he  had  made  to  the  ex- 
aminer— and  as  to  the  facts  of  his  having  made  that  statement,  both 
the  examiner  and  the  assistant  examiner  have  made  affidavits — that 
same  man,  H.  H.  Flather,  was  the  man  who  was  required  to  get  out 
of  the  bank  in  October,  1915,  I  think  it  was,  and  whose  systematic 
defrauding  of  the  bank's  customers  has  been  shown  to  your  commit- 
tee.   The  examiner  continued  his  examination  of  Mr.  W.  J.  Flather : 

Examiner.  Then  the  commissions  credited  to  Glover  &  Flather  and  Flather 
&  Flather  immediately  became  the  property  of  you  individuals  in  an  indefi- 
nite or  an  undertermiued  proportion? 

Mr.  F lather.  Yes. 

Kxamihek.  ^nd  the  bank  had  no  claim  whatever? 

Mr.  Flather.  None  whatever. 

Examiner.  The  funds  were  subject  to  your  check  as  individuals,  and  not  as 
officers  of  the  bank? 

Mr.  Flather.  That  is  right. 

Examiner.  And  that  is  also  true  of  the  present  balance  standing  to  the  ac- 
count of  Flather  &  Flather? 

Mr.  Flather.  Yes,  sir. 

Examiner.  What  would  become  of  pour  proportion  of  Flather  &  Flather,  and 
its  securities,  if  you  should  die,  Mr.  Flather? 

Mr.  Flather.  That  would  have  to  be  determined  by  law,  Mr.  Smith. 

Mr.  Bailey.  Unless  your  executor  himself  were  to  dispose  of  it  as  he  knew 
you  wanted  it  disposed  of? 
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Mr.  Flather.  Yes ;  if  I  should  put  that  in  my  will ;  of  course  that  is  another 
matter. 

Examiner.  Mr.  Flather,  In  the  account  of  Glover  &  Flather,  under  the  date 
of  February  4,  1908,  there  is  a  credit  of  $24,704.16,  and  under  date  of  February 
24,  1908,  $32,214.38.  Those  are  itemized  as  "  Profiits  from  the  sale  of  U.  S.  4 
per  cent  bonds."    What,  if  anything,  do  you  know  about  that  transaction? 

Mr.  Flather.  That  is  a  matter  that  Mr.  Ailes  had  entire  control  of,  as  fur 
as  I  know.    I  had  nothing  whatever  to  do  with  it. 

Examiner.  In  your  affidavit,  or  sworn  answer  to  interrogatories,  under  date 
of  July  14,  1914,  Mr.  Flather,  you  state,  in  substance,  that  the  commission  ac- 
count is  an  account  to  which,  in  the  first  instance,  profits  arising  from  the  pur- 
chase and  sale  of  Government  and  other  bonds  are  credited.  That  being  the 
case,  why  did  not  these  credits  referred  to  here  in  February,  1908,  go  to  com- 
mission account? 

Mr.  Flather.  I  say,  Mr.  Smith,  to  repeat  what  I  said  before,  that  I  had 
nothing  whatever  to  do  with  it. 

My  letter  of  February  3  continues : 

Mr.  O.  C.  Glover,  president,  and  Mr.  W.  J.  Flather,  vice  president,  partners  in 
the  firm  of  Glover  &  Flather,  both  having  denied  knowledge  as  to  the  trans- 
action by  which  $56,918.54  had  been  credited  to  their  account  (Glover  & 
Flather)  on  the  books  of  the  Riggs  National  Bank  in  February,  1908,  as  shown 
by  the  testimony — 

"Bank  examiner,  addressing  Mr.  Glover: 

"Examiner.  What  knowledge  have  you  of  the  transaction  by  which  these 
profits    ($24,704.16  and  $82,214.38)    arose? 

"  Mr.  Glover.  At  the  present  moment  I  have  not  any  recollection  of  just  how 
they  arose.  That  was  a  California  matter,  was  it  not?  "  And  the  examiner  hav- 
ing asked  Mr.  W.  J.  Flather  what,  if  anything,  he  knew  about  the  transaction 
resulting  in  credits  of  $56,918.54  to  Glover  and  Flather  in  which  he  was  a  part- 
ner, he  replied,  "That  is  a  matter  that  Mr.  Ailes  had  entire  control  of.  As 
far  as  I  know  I  had  nothing  whatever  to  do  with  it." 

We  will  now  turn  to  the  testimony  given  by  Mr.  M.  E.  Ailes  (vice  presi- 
dent) in  his  attempt  to  explain  the  transaction,  when  examined  under  oath 
by  the  national-bank  examiner,  January  6,  1915. 

"Testimony  of  Milton  E.  Ailes,  Esq.: 

"Examiner.  Mr.  Ailes,  you  do  solemnly  swear  that  the  answers  which  you 
make  to  the  questions  propounded  to  you  in  the  examination  of  the  affairs 
of  the  Riggs  National  Bank  shall  be  the  truth,  the  whole  truth,  and  nothing  but 
the  truth,  so  help  you  God. 

"Mr.  Ailes.  I  do. 

"  Examiner.  You  are  vice  president  of  the  Riggs  National  Bank? 

"Mr.  Ames.  I  am. 

"Examiner.  During  February,  1908,  you  were  vice  president  of  the  Riggs 
National  Bank? 

"Mr.  Ailes.  I  was. 

"  Examiner.  In  the  account  '  Glover  &  Flather,'  under  date  of  February  4, 
1908,  is  a  credit  'Commission  and  profits,  sale  of  U.  S.  4  per  cent  bonds, 
$24,704.16.'  In  the  same  account,  under  date  of  February  24,  1908,  'Profits 
on  sale  of  U.  S.  4  per  cent  bonds  of  1925,  $32,214.38/  Mr.  Glover  has  stated 
that  you  handled  that  transaction  personally.    That  is  so? 

"Mr.  Axles.  I  handled  the  transaction  in  the  bank,  but  I  consulted  with 
Mr.  Glover  and  the  other  officers  of  the  bank,  with  the  Messrs.  Flathers.  I  do 
not  know  Just  as  to  which  one  at  the  present  time — Mr.  Henry  Flathers;  I 
did  with  him. 

"Examiner.  From  what  transaction  did  those  profits  arrive?  Was  it  the 
same  transaction? 

"Mr.  Ailes.  There  were  two  transactions,  but  they  both  fall  in  the  same 
category. 

"  Examiner.  Think  what  these  transactions  were,  Mr.  Ailes,  please. 

"Mr.  Ailes.  They  were  during  the  panic  of  1907.  Crocker  National  Bank 
of  San  Francisco  wired  me  that  they  were  greatly  in  need  of  gold;  in  fact, 
they  were  on  the  point  of  a  panic  out  there,  and  asked  me  if  I  could  suggest 
any  way  by  which  they  could  make  available  some  Government  bonds.  They 
stated  that  they  had  fours  of  1925.  I  am  giving  you  his  from  recollection.  I 
think  I  suggested  to  them  that  we  could  put  them  in  the  circulation  account 
of  the  National  City  Bank  of  New  York,  and  take  out  circulation  against  them. 
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and  ship  them  the  circulation.  But  that  was  not  satisfactory  to  them  because 
rhey  do  not  use  paper  money  very  much  on  the  coast.  I  discussed  the  matter 
with  Mr.  Glover  and  Mr.  Flather,  and  with  Mr.  Vanderlip,  of  the  National 
City  Bank  of  New  York.    They  asked  us  to  make  an  offer  for  the  bonds. 

"Examines.  Pardon  me;  they  asked 

"Mr,  Ailes.  They  asked  me  here  to  make  an  offering  for  those  bonds  and 
give  them  gold  for  them.    They  wanted  gold. 

"Examiner.  Tou  mean  the  National  City  asked  you  to  make  an  offer  to 
Crocker? 

"Mr.  Ailes.  No;  the  Crocker  communicated  directly  with  me. 

"Examiner.  And  asked  you  to  make  an  offer? 

"Mr.  Ailes.  I  had  quite  an  acquaintance  with  the  officials  of  the  Crocker 
Bank,  and  they  wired  to  me,  as  I  recollect  It. 

"  Examiner.  I  am  trying  to  get  the  definition  of  the  pronoun  '  they.' 

"  Mr.  Ailes.  The  Crocker  National  Bank  folks  did.  The  upshot  of  the  whole 
thing  was  that  after  conference  here  with  Mr.  Glover  and  Mr.  Flather  and 
Mr.  Vanderlip,  I  made  an  offering  of  115  for  half  a  million  long  fours,  and  had 
an  understanding  with  the  National  City  Bank  that  these  fours  should  go  to  the 
circulation  account  of  the  National  City  Bank,  which  had  a  large  amount  of 
national  bank  notes  or  currency  ready  for  issue.  The  National  City  Bank  had 
to  pay  into  the  subtreasury  at  New  York  $500,000  in  gold.  Simultaneously, 
the  assistant  treasurer  at  San  Francisco,  would  pay  out  on  Government  trans- 
fer, to  the  Crocker  National  Bank  $500,000  in  gold.  The  balance  due  on  the 
purchase  of  the  bonds,  representing  the  15  points  of  premium,  the  offering 
made  for  the  bonds  being  115,  or  $75,000,  was  to  be  credited  to  the  Crocker 
National  Bank  on  the  books  of  the  National  City  Bank  of  New  York.  New 
York  had  suspended  at  that  time,  and  this  was  to  be  only  a  book  credit." 

I  suppose  he  meant  that  New  York  had  suspended  cash  or  cur- 
rency payments. 

"The  National  City  Bank  recouped  itself  for  cash  by  taking  out  $500,000 
bank  notes.  It  parted,  however,  with  $500,000  of  lawful  money,  or  gold,  in  the 
manner  I  have  indicated. 

"  Examiner.  This  was  in  1907? 

"  Mr.  Ailes.  In  1907. 

"  Mr.  Glover.  1907  or  1908? 

"Mr.  Ailes.  In  1907,  right  in  the  very  heart  of  the  panic,  when  the  whole 
country  was  shaken  from  one  end  to  the  other. 

"These  two  transactions  probably  saved  the  situation  in  San  Francisco.  No 
sooner  had  this  one  been  accomplished,  until  the  Crocker  National  Bank  came 
back  and  said,  '  Will  you  take  another  million?'  Of  course,  that  was  a  pretty 
large  sum,  and  after  consultation  with  Mr.  Vanderlip,  I  concluded  to  offer  110 
for  the  remaining  million,  under  the  same  conditions.  The  city  bank  paid  out 
a  million  of  gold.  The  10-point  premium,  or  $100,000  was  to  be  credited  on  the 
books  of  the  city  bank,  New  York  funds,  the  city  bank  to  recoup  itself  by  tak- 
ing out  circulation  for  the  cash.    They  accepted  that  offer. 

"Up  to  that  point  we  really  had  here — these  officers  here  had  little  or  no 
understanding  as  to  what  share  the  Riggs  National  Bank  or  anybody  connected 
with  it  had  in  the  transaction.  It  was  carried  along  at  the  City  Bank  for  weeks, 
until  the  panic  subsided,  and  by  and  by,  some  time  in  February,  1908,  they  sold 
the  bonds  over  there.  The  Riggs  Bank  never  invested  a  nickel  in  the  transac- 
tion— never  put  up  a  dollar. 

"  Mr.  Bailey.  Nor  became  liable? 

"Mr.  Ailes.  Nor  became  liable.  When  they  sold  the  bonds,  I  went  over  to 
see  if  we  were  not  entitled  to  some  share  in  the  profits,  and  I  was  offered,  on 
tehnlf  of  these  officers  here,  a  commission  of  one-eighth  of  1  per  cent,  I  think, 
which  is  Just  about  the  kind  of  profit  that  you  get  in  a  Government  bond  trans- 
action. Those  profits — that  commission — had  been  going,  when  earned  by  the 
officers  here,  Mr.  Glover  and  Mr.  Flather,  to  these  accounts.  I  did  not  want  to 
settle  on  that  basis.  I  felt  I  had  engineered  the  thing  and  I  talked  it  over  with 
Mr.  Glover  and  the  other  officers  down  here  and  I  eventually  succeeded  in  con- 
vincing the  National  City  Bank  authorities  that  we  had  been  pretty  helpful  in 
the  transaction,  with  the  result  that  they,  feeling  pretty  good  over  it,  offered 
to  divide  the  account,  and  so  we  did,  and  had  these  two  credits  which  you  find, 
which  were  placed  to  the  credit  of  Glover  &  Flather,  just  as  the  commission  of 
one-eighth  of  1  per  cent  would  have  been  placed  to  the  credit  of  that  account. 
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Examines.  I  am  asking  the  question  again :  Did  you  intend  that  that  money 
should  go  to  Mr.  Glover  and  the  Flathers  personally,  or  to  the  Rlggs  National 
Bank? 

"  Mr.  Aileb.  It  would  not  have  made  any  difference  to  me,  because— and  Mr. 
Glover  has  frequently  explained  it  to  you — I  have  known  that  while  Mr.  Glover 
and  Mr.  Flather  have  always  had  the  right  to  any  money  from  the  Glover  and 
Flather  account,  I  have  also  known  that  they  were  Just  a  little  hit  too  high 
class  to  take  it. 

44  Examiner.  The  question  was  Just  raised  here  as  to  Mr.  Glover  saying  he 
never  would  take  any  of  that  and  never  will  hereafter  take  any  of  this  money. 

44  Mr.  Ailks.  And  never  has. 

"  Examinee.  In  other  words,  it  is  an  open  question. 

"  Mr.  Ailes.  And  never  has. 

44  It  is  interesting  Just  at  this  point  to  call  attention  to  the  letter  above  re- 
ferred to  from  this  office  to  President  Glover,  of  July  22,  1914,  showing  how  In 
past  years  the  president  of  your  hank,  having  denied  that  any  commissions  col- 
lected by  its  officers  were  ever  used  for  their  personal  benefit  or  gain,  admitted 
that  for  a  period  of  five  years  commissions  aggregating  $45,000  had  been  system- 
atically collected  and  divided  personally  between  himself  and  certain  other 

officers. 

******* 

11  Examiner.  On  whose  behalf  did  you  go  to  New  York  and  get  this  dirisioii, 
the  Higgs  National  Hank  or  the  individuals? 

"Mr.  Aileb.  Of  course,  as  Mr.  McKenney  says,  the  record  shows  that. 

"  Examiner.  It  does  not  show  for  whom  you  went. 

44  Mr.  Glover.  I  do  not  think  he  went •    ' 

44  Mr.  Ailes.  I  do  not  know.  I  do  not  think  I  went  there  at  that  time  on  that 
particular  mission.  I  was  engaged  in  visiting  the  National  City  Bank  once  a 
week  on  general  things.  This  action  came  up  on  one  of  those  visits.  I  do  not 
think  I  made  a  particular  visit  over  there  to  get  this. 

44  Examiner.  Was  there  anything  said  with  the  National  City  Bank  about 
with  whom  they  were  dividing  this  profit? 

44  Mr.  Ailes.  I  do  not  recall  now. 

44  Examiner.  Would,  in  your  opinion,  have  they  divided  with  Mr.  Glover  and 
Mr.  Flather  personally? 

44  Mr.  Bailey.  Of  course,  you  would  not  ask  him  to  state  under  oath  what 
they  would  do? 

44  Examiner.  I  am  asking  his  opinion. 

44  Mr.  McKennky.  He  has  no  right  to  an  opinion. 

******* 

44  Examiner.  At  the  time  you  came  back,  did  you  know  what  was  done  with 
the  profits? 

44  Mr.  Ailes.  I  can  not  say  that  I  did  right  at  that  time.  I  know  it  was 
credited  to  Glover  and  Flather. 

44  Examiner.  Did  you  not  consider  that  was  the  same  as  crediting  it  to  profit 
and  loss? 

"  Mr.  Ailes.  Of  course,  I  knew  it  would  go  to  profit  and  loss  unless  these 
gentlemen  chose  to  take  it  themselves." 

This  answer  of  Mr.  Ailes  clearly  indicates  that  in  his  opinion,  he  considered 
that  any  funds  credited  to  Glover  and  Flather  belonged  to  those  gentlemen, 
whether  or  not  they  should  generously,  of  their  own  volition,  hand  any  of  them 

back  for  the  bank's  benefit. 

******* 

44  Examiner.  As  a  director  of  the  Higgs  National  Bank  and  an  officer,  wasn't 
it  your  understanding  that  these  commissions  went  to  undivided  profits,  and 
that  items  were  charged  off  to  these  accounts  the  same  as  they  could  be 
charged  off  to  profit  and  loss  account  of  the  bank  without  any  other  action,  and 
that  it  was  in  the  bank,  the  profit  and  loss  account  of  the  bank,  under  another 
name? 

44  Mr.  Ailes.  No;  not  strictly  so.  I  know  the  accounts  were  under  the  per- 
sonal control  and  direction  of  Mr.  Glover  and  Mr.  Flather. 

14  Examiner.  And  you  had  no  control  over  them,  either  as  an  officer  or  as  an 

individual? 

44  Mr.  Ailes.  No  ;  but  I  should  not  have  expected  them  to  have  used  them  for 
any  other  purpose  than  to  transfer  them  to  the  accounts  of  the  bank.  There 
was  not  any — I  know  of  no  understanding  to  that  effect. 

14  Examiner.  As  a  matter  of  fact,  in  obtaining  this  division  with  the  National 
City  Bank,  as  an  officer  of  the  Riggs  National  Bank,  knowing  the  details  of  the 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  677 

transactions  from  the  time  they  started  with  the  Crocker  National  Bank,  who 
was  entitled  to  that  division?  Were  Mr.  Glover  and  Mr.  Flather  personally  en- 
titled to  it?  Mr.  Glover  has  stated  here  in  your  presence  that  the  minute  any 
items  went  to  this  account  they  were  absolutely  out  of  control  of  the  bank  or 
any  official  of  the  bank,  and  subject  only  to  their  checks." 

Gentlemen,  at  that  time  that  was  a  pretty  serious  transaction. 
There  was  $56,000  of  profits  indisputably  the  profit  of  the  bank,  be- 
longing to  the  bank,  the  bank's  credit  used  to  provide  it,  the  bank's 
instrumentalities,  machinery,  employed  in  realizing  it,  and  yet  it  was 
taken  away  from  the  bank's  profits,  from  its  profit-and-loss  commis- 
sion, and  placed  to  the  account  of  individuals,  where  these  officers 
have  stated  the  bank  had  no  control  whatsoever  over  it. 

Now,  this  was  the  account  to  which  $56,918.54  of  money  belonging  to  the 
Kipgs  National  Bank  had  been  passed  under  the  complete  control  and  super- 
vision of  Glover  &  Flather  personally,  the  bank  having  no  control  of  any  sort 
over  it. 

Comment  by  this  office  upon  the  grave  and  serious  nature  of  this  transaction 
is  unnecessary  at  this  time. 

What  I  am  reading  now  is  the  letter  to  the  Riggs  National  Bank, 
which  embraces  a  portion  of  the  testimony  taken  in  1915: 

These  mysterious  accounts  (Glover  &  Flather  and  Flather  &  Flather),  in 
regard  to  which  Mr.  McKenney,  director  and  counsel  of  the  bank,  declared  on 
January  6.  1915.  "  I  venture  to  say  that  there  was  no  director  on  the  board,  out- 
side of  the  officers,  who  ever  knew  any  such  accounts  were  carried  on  the 
books,"  have  also,  as  a  matter  of  fact,  been  used  for  years  past,  from  time  to 
time.  "  without  the  knowledge  of  directors."  to  cover  up  various  irregular 
charges,  or  losses,  and  unlawful  or  ultra  vires  investments,  and  illicit  political 
or  other  contributions  and  payments  made  by  the  officers  of  the  bank,  as  facts 
developed  by  investigations  of  this  office  clearly  prove.  In  other  words,  these 
siccounts  have  been  used,  sometimes,  as  were  the  accounts  commonly  known  as 
"yellow  dog"  accounts  or  "slush  funds,"  which  were  uncovered  some  time  ago 
In  certain  notorious  Investigations. 

In  continuing  his  testimony  under  oath,  Mr.  Ailes  said : 

Mr.  Ailes.  I  would  like,  without  closing  the  subject  so  abruptly,  to  say  that 
this  bank,  the  Riggs  National  Bank,  never  invested  a  single  penny  in  this 
transaction ;  that  the  matter  was  carried  on  by  the  National  City  Bank  of  New 
York,  which  put  the  bonds  it  got  from  the  Crocker  National  Bank  in  its  own 
circulation  account;  it  paid  in  its  own  gold  to  the  assistant  treasurer  at  New 
York,  and  had  it  paid  out  at  San  Francisco  to  the  Crocker  National  Bank,  and 
which  credited  on  its  own  books,  the  National  City  Bank's  books,  the  difference 
representing  the  premium  in  New  York  funds.  At  that  time  payment  could 
only  be  made  through  clearing-house  certificates,  I  believe.  This  bank  assumed 
no  liability  whatever.  This  bank  never  paid  a  nickel  of  my  expenses  to  go  to 
New  York  to  see  about  getting  some  division  of  the  profits  in  that  transaction, 
no  matter  what  the  correspondence  may  show  as  to  whether  I  signed  as  vice 
president  or  not.  Of  course,  after  these  sums  had  been  credited  to  Olover  & 
Flather,  the  transfers  were  made  from  Glover  &  Flather  to  profit-and-loss 
account  of  the  Riggs  National  Bank. 

Mv  letter  continues: 

It  is  with  regret  that  this  office  is  forced  to  the  conclusion  that  the  officers 
of  the  Riggs  National  Bank  have  not  only  endeavored  to  deceive  the  bank 
examiner  and  the  comptroller's  office,  but  they  appear  to  have  deceived  their 
own  counsel,  Mr.  Bailey,  as  to  the  "Joint  account"  character  of  this  trans- 
action. 

It  has  been  shown  above  that  the  first  letter  In  which  any  sales  were  reported 
clearly  and  distinctly  set  forth  that  the  transaction  was  a  "  Joint  account " 
transaction,  and  that  the  Riggs  National  Bank  was  liable  for  one-half  of  any 
loss  that  might  be  involved,  and  wras  entitled  to  one-half  of  any  profit  wbMi 
might  accrue  from  it.  This  was  confirmed,  as  above  shown,  by  the  Kigxv 
National  Bank  itself  at  the  time,  as  abundantly  proved  by  the  correspond*^*  »*. 
The  various  officers  of  the  Riggs  National  Bank  conferred  as  to  the  traww- 
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tlon,  according  to  the  sworn  testimony  at  the  time  it  took  place,  and  were  pre- 
sumably posted,  although  some  of  them  have  apparently  contradicted  each  other. 
These  same  officers,  Messrs.  C.  C.  Glover,  president;  M.  E.  Ailes,  vicejimi- 
dent ;  W.  J.  Flather,  vice  president ;  and  H.  H.  Flather,  cashier,  were  present 
when  Mr.  Ailes  was  being  examined  under  oath  and  were  conferring  with  their 
counsel  during  the  examination ;  and  yet  the  real  facts  appear  to  have  been 
so  thoroughly  concealed  from  their  own  counsel  that  Mr.  Bailey,  after  Mr. 
Ailes  had  made  the  foregoing  statement,  said: 

I  ask  your  attention  to  this  statement  by  Senator  Bailey.  The  let- 
ters which  are  referred  to  in  what  I  have  read,  the  correspondence 
between  the  National  City  Bank  and  the  Biggs  National  Bank,  are 
printed  in  this  letter  of  mine  of  April  5,  corroborating  the  purely 
official  character  of  the  transaction,  in  which  the  Biggs  National 
Bank  was  directly  and  distinctly  liable. 

Mr.  Bailey  said 

The  Chairman.  Under  oath? 

Mr.  Williams.  When  the  officers  were  under  oath  and  being  ex- 
amined by  the  national-bank  examiner  in  January,  1915,  I  think  it 
was: 

Mr.  Bailey.  Let  me  see  if  I  thoroughly  understand  the  transaction.  This 
bank  was  not  buying  any  of  the  bonds,  assuming,  as  I  understand  you  to  say, 
no  liability  and  making  absolutely  no  payment.  Therefore  it  was,  whatever  it 
was,  a  commission  or  profit  made  entirely  on  a  transaction  of  the  National  City 
Bank? 

To  which  Mr.  Ailes  replies,  "  Yes." 

Evidently  his  own  counsel,  Senator  Bailey,  had  not  been  given  the 
real  facts  by  the  bank. 
The  Chairman.  That  is  your  conclusion  ? 
Mr.    Williams.  I  am  quoting  Mr.  Bailey's  language. 
The  Chairman.  Well,  stick  to   it. 
Mr.  Williams.  This  continues:    ) 

Mr.  Bailey.  It  was  earned,  or  if  it  was  obtained,  then  it  was  not  a  bank 
transaction,  because  the  bank  had  furnished  no  money,  had  assumed  no  lia- 
bility, had  Incurred  no  expense.    Is  that  what  I  understand  you  to  say? 

Mr.  Ailes.  That  is  it  exactly. 

And  that  is  directly  contradicted  by  the  record  and  the  corre- 
spondence.   Mr.  Bailey  then  goes  on : 

Mr.  Bailey.  And  if  it  had  been  charged  directly  to  the  bank,  or  credited  di- 
rectly to  the  bank,  it  would  have  involved  the  same  explanation  that  the  old 
commission  accounts  did ;  that  though  it  was  credited  to  the  bank,  as  a  matter 
of  fact  it  was  earned  by  others  and  not  by  the  bank.  If  it  had  been  credited  di- 
rectly to  the  bank,  then  the  bank  would  have  brought  Itself,  as  I  understand  it, 
within  the  Ridgely  letter  of  September  22,  1904,  that  advised  them  that  selling 
stocks  and  bonds  on  commission  was  ultra  vires  and  yet  you  had  continued  it 
without  any  liability  or  expense  or  obligation  on  the  part  of  the  bank,  you  be- 
lieving that  the  Flather  and  Flather  account  or  the  Glover  and  Flather  ac- 
count was  the  place  to  pass  the  credit.    I  understand  that. 

Mr.  McKenney.  Please  answer  that.  These  gentlemen  [indicating  the 
stenographers!  can  not  see  a  nod  of  your  head. 

Examiner.  As  I  understand  it,  that  Is  an  explanation  of  Mr.  Bailey,  and 
he  wants  it  written  into  the  minutes.  It  does  not  call  for  an  answer  from 
Mr.  Ailes. 

Mr.  Ailes.  I  nodded  my  assent  to  Senator  Bailey,  and  Mr.  McKenney,  no 
doubt  correctly  enough,  said  that  the  stenographers  could  not  be  supposed  to 
transcribe  that  nod. 

The  letter  continues: 

It  is  hardly  conceivable  that  if  your  officers  had  told  the  truth  to  your 
counsel,  Mr.  Bailey,  that  this  transaction  was  a  "Joint  account"  with  the 
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National  City  Bank,  and  if  your  officers  had  advised  him  of  the  correspond- 
ence with  the  National  City  Bank  which  so  clearly  proves  the  nature  of  the 
transaction,  that  Mr.  Bailey  would  have  made  the  following  statement  which 
he  did  make  after  the  above  testimony  had  been  given  by  Mr.  Ailes. 

Mr.  Bailey.  As  a  matter  of  fact,  I  could  not  go  Into  any  court  of  conscience 
or  law  in  the  world  and  take  that  money  that  Ailes  turned  over  to  the  bank 
for  Ailes  himself.  He  was  absolutely  entitled  to  it,  I  think,  In  morals — I 
know  in  law. 

Now,  based  upon  the  facts  that  the  officers  of  the  bank  stated  to 
Senator  Bailey,  he  drew  that  totally  incorrect  conclusion.  If  it  had 
been  taken  and  permanently  kept  by  those  men,  with  the  facts  which 
were  subsequently  developed,  they  would  have  been  guilty  of  embez- 
zlement and  would  have  been  reported  to  the  Department  of  Justice 
for  such  offense. 

Senator  Gronna.  The  records  show  that  the  name  of  the  bank 
was  used? 

Mr.  Wiuliams.  Completely.  Right  at  this  point  I  ask  you  for 
just  a  few  moments  to  allow  me  to  show  that. 

Here  is  a  letter  to  the  Higgs  National  Bank  dated  February  3, 
1908: 

Fsbbuaby  3,  1908. 
The  Riogs  National  Bank, 

Washington,  D.  C. 

Dear  Siks  :  We  have  to-day  credited  your  account  with  account  with  $24,704.16 
one-half  the  profit  in  the  joint  account  in  United  States  registered  4s  of  1925 
(Crocker  National  operations),  resulting  from  sales  made  during  the  month  of 
January.  The  sales  for  January  were  $695,500  par  value,  and  no  sales  of  these 
bonds  were  made  prior  to  January  1. 

The  purchases  and  sales  have  all  been  figured  on  an  "  and  interest "  basis, 
on  the  assumption  that  the  bonds  carry  themselves  in  circulation  account  with 
no  loss,  and  for  this  reason  no  carrying  charges  are  assessed  against  the  joint 
account  in  which  you  are  interested.  The  purchases  for  this  account  were  as 
follows: 

Apr.    16,    1907,    $150,000,    at    130.083    and    interest    (or    129} 

ex  interest) $195, 049. 50 

Nov.  7, 1907,  $500,000,  at  109.024  (or  110  flat) 549,620.00 

Nov.  12,  1907,  $1,000,000,  at  109.869  and  interest  (or  110  flat) 1,092,690.00 

$1,650,000,  at  111.718  and  interest,  average  price 1, 843, 359. 50 

The  average  "  and  interest "  selling  price  for  all  the  bonds  sold  during  Janu- 
ary was  118.822  and  interest.  These  sales,  therefore,  show  a  profit  of  7,104 
points,  or  a  total  profit  on  $695,500  of  $49,406.32,  one-half  of  which  amount  is 
the  credit  indicated  above. 

As  farther  sales  are  made  from  time  to  time  we  will  make  an  accounting  to 
you,  either  crediting  or  charging  your  account  as  the  operations  show  a  profit 
or  loss. 

Senator  Fletcher.  That  is  a  letter  to  whom? 
Mr.  Williams.  That  is  a  letter  to  the  Riggs  National  Bank  from 
the  National  City  Bank  of  New  York. 

As  further  sales  are  made  from  time  to  time  we  will  make  an  accounting  to 
you,  either  crediting  or  charging  your  account  as  the  operations  show  a  profit 
or  loss. 

They  were  interested  to  the  extent  of  one-half  of  the  profits  or 
one-half  of  the  losses.    That  was  dated  February  3,  1908. 

Inclosed  herewith  is  a  list  of  the  sales  made  for  the  period  ending  Jan- 
nary  80. 
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On  February  4,  1908,  the  Biggs  National  Bank  acknowledged  re- 
ceipt to  the  National  City  Bank  of  the  letter  reporting  the  credit  of 
$24,704.16  as  follows: 

The  Rigos  National  Bank  of  Washington,  D.  C. 

Washington,  D.  C.  February  J,  1908. 
Mr.  J.  H.  McEldowney, 

Assistant  Cashier  National  City  Bank,  New  York,  N.  Y. 

Dear  Sir:  We  beg  to  acknowledge  receipt  of  your  letter  of  the  3d  Instant, 
in  which  you  advise  having  credited  our  account  $24,704.16,  representing  one- 
half  of  the  profits  on  sales  during  the  months  of  January  of  U.  S.  registered 
4's  of  1925,  which  were  purchased  by  us  for  Joint  account  through  the  Crocker 
National  Bank  of  San  Francisco.  We  note  that  as  further  sales  are  made  from 
this  joint  account  you  will  credit  our  account  with  one-half  the  profits  shown  or 
one-half  of  the  losses  entailed.  With  thanks  we  remain, 
Very  truly,  yours, 

Wm.  J.  Flather,  Vice  President. 

My  letter  to  the  Riggs  Bank  continues : 

At  the  same  time  the  National  City  Bank  sent  a  detailed  memorandum 
showing  the  dates  on  which  the  various  bonds,  aggregating  $695,500,  had  been 
sold  and  the  prices  received  for  each  lot. 

On  February  7,  1908,  the  National  City  Bank  addressed  the  following  com- 
munication to  the  Riggs  National  Bank : 

February  7,  1908. 
Mr.  M.  E.  AiLE8, 

Vice  President  the  Riggs  National  Bank, 

Washington,  D.  C. 

Dear  Sir:  It  might  be  of  interest  to  you  to  know  that  since  our  recent 
Accounting  to  the  Riggs  National  of  long  4s  held  by  us  in  joint  account  we 
have  sold  $390,500  additional  bonds  at  the  average  flat  price  of  118.07.  This  is 
about  one-sixteenth  of  1  per  cent  above  the  quotation  at  which  we  ttpnre  the 
prospective  profit.    We  still  have  $564,000  of  the  bonds  in  the  joint  account. 

This  letter  was  answered  under  date  of  February  8  by  the  Riggs  National 
Bank  over  the  signature  of  M.  E.  Ailes,  as  vice  president,  as  follows : 

The  Riogs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  February  8,  1908. 
Mr.  J.  H.  McEldowney, 

Assistant  Cashier  the  National  City  Bank, 

New  York,  N.  Y, 

Dear  Mr.  McEldowney  :  We  are  in  receipt  of  your  letter  of  the  7th  instant 
advising  us  that  since  your  recent  accounting  to  the  Riggs  National  Bank  of 
long  4s  held  in  joint  account  you  have  sold  $390,500  additional  bonds  at  the 
average  flat  price  of  118.07  and  that  you  still  have  $564,000  of  the  bonds  in  the 
joint  account.  Your  Interest  in  the  matter  is  very  much  appreciated,  and  we 
beg  to  thank  you  for  the  advice. 
Very  truly,  yours, 

M.  E.  Ailes,  Vice  President. 

On  B^bruary  20.  1908,  the  National  City  Bank  sent  the  following  letter  to 
the  Riggs  National  Bank : 

February  20,  1908. 
Mr.  M.  E.  Ailes, 

Vice  President  the  Riggs  National  Bank, 

Washington,  Z>.  C. 
Dear  Sir:  We  wish  to  say  that  we  have  sold  all  the  long  4s  held  in  joint 
account  by  the  Riggs  National  Bank  and  the  National  City.  The  bonds  have 
been  sold  a  a  little  over  one-half  of  1  per  cent  more  than  we  figured  the 
prospective  profit.  We  will  send  you  a  complete  statement  within  the  next  few 
days  showing  all  the  sales,  as  well  as  the  amount  credited  to  the  account  of  the 
Riggs  National  Bank  to  cover  its  one-half  of  the  profit. 
Very  truly,  yours, 

J.  H.  McEldowney. 

On  February  21,  1908,  the  National  City  Bank  advised  the  Riggs  National 
Bank,  by  letter,  of  the  sale  of  "$954,500  United  States  registered  4s  of  1925 
held  by  us  in  joint  account."    These  sales  included  the  remaining  $804,500  of 
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bonds  purchased  from  the  San  Francisco  bank  in  November  for  joint  account 
and  also  $150,000  of  additional  bonds  which  had  been  taken  for  "  joint  account "" 
the  previous  April,  thus  closing  out  entirely  these  joint  account  operations. 
The  letter  was  as  follows: 

Februaby  21,  1908. 
Riggs  National  Bank, 

WasJUngton,  D.  C. 

Deab  Sirs:  Referring  to  our  letter  of  February  3,  we  would  say  that  we 
have  sold  the  remaining  $954,500  United  States  registered  fours  of  1925  held  by 
us  in  joint  account.  The  bonds  were  sold  at  the  average  price  of  118.468  and 
interest,  or  at  a  profit  of  6}  points.  The  total  profit  amounts  to  $64,428.75. 
We  have  to-day  credited  your  account  with  $32,214.38,  representing  your  half 
of  such  profit. 

We  are  taking  pleasure  in  inclosing  herewith  a  list  containing  the  sales. 

We  have  credited  your  account  previously  with  $24,704.16,  as  indicated  in 
our  letter  of  February  3.  The  total  profit  to  you  in  the  joint  account  amounts* 
accordingly,  to  $56,918.54. 

On  February  24,  1908,  M.  E.  Ailes,  as  vice  president  of  the  Riggs  National 
Bank,  acknowledged  receipt  of  the  National  City  Bank's  letter  of  February  -21 
by  the  following  letter : 

Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  February  24,  1908. 
The  National  City  Bank, 

New  York,  N.  Y. 

Dear  Sirs  :  We  are  in  receipt  of  your  letter  of  the  21st  instant  advising  us 
that  you  have  credited  our  account  $32,214.14  in  final  settlement  of  the  joint 
account  in  long  fours  in  transaction  with  the  Crocker  National  Bank  of  San 
Francisco. 

We  appreciate  very  much  your  excellent  work  in  handling  matters  of  this 
kind,  and  trust  we  may  have  the  opportunity  in  the  future  of  bringing  other 
business  of  similar  character  to  you. 
Very  truly,  yours, 

M.  E.  Ailes,  Vice  President. 

The  foregoing  correspondence  leaves  no  doubt  as  to  the  character  of  the 
transactions  referred  to.  The  Government  bonds  were  purchased  from  the 
San  Francisco  bank  through  the  Riggs  National  Bank  of  Washington,  for  the 
joint  account  of  the  National  City  Bank  of  New  York,  and  the  Riggs  National 
Bank  of  Washington.  The  bonds  were  paid  for  by  the  National  City  Bank, 
which  at  the  time  of  purchase  practically  reimbursed  itself  for  the  outlay  by 
depositing  the  bonds  with  the  Treasurer  of  the  United  States  and  receiving 
circulating  notes  against  them.  Each  bank  was  responsible  for  one-half  of  the 
total  cost  and  of  the  resulting  profit  or  loss. 

The  National  City  Bank,  in  its  letter  of  February  3,  1908,  to  the  Riggs 
National  Bank  had  said  that  "the  purchases  and  sales. have  all  been  figures 
on  an  '  and  interest '  basis  on  the  assumption  that  the  bonds  carry  themselves 
in  circulation  account  with  no  loss,  and  for  this  reason  no  carrying  charge* 
are  assessed  against  the  Joint  account  in  which  you  are  interested." 

This  same  letter  distinctly  states,  in  reporting  the  first  sales  of  bonds,  that 
"as  further  sales  are  made  from  time  to  time  we  will  make  an  accounting  to 
you  either  crediting  or  charging  your  account  as  the  operations  show  a  profit 
or  loss." 

That  the  officers  of  the  Riggs  National  Bank  thoroughly  understood  the  na- 
ture of  the  arrangement  there  can  be  no  doubt.  They  knew  that  the  bank  was 
responsible  for  its  share  of  whatever  profit  or  loss  might  ultimately  be  in- 
volved; and  the  letter  from  the  Riggs  National  Bank,  signed  by  its  vice 
president,  W.  J.  Flather,  under  date  of  February  4,  1908,  says  unequivocally : 

"We  note  that  as  further  sales  are  made  from  this  joint  account  you  wHi 
credit  our  account  with  one-half  the  profits  shown  or  one-half  the  loase* 
entailed." 

During  the  examination  of  the  Riggs  National  Bank  the  national  J**?***' 
aminer  at  Washington,  to  his  surprise,  found  that  the  item  of  $24,««J4.m 
(which  the  National  City  Bank  on  February  4,  1908,  had  credited  to  the  *«*** 
National  Bank),  instead  of  being  passed  to  the  credit  of  "profit  and  lorn, 
had  been  credited  on  the  books  of  the  Riggs  National  Bank  to  a  <*?**? 
account  known  as  the  "Glover  &  Flather"  account  or  "  C.  C.  GloverMd  *. 
J.  Flather."  The  examiner  furthermore  discovered  that  $32,214.38,  *™<*  "'! 
February  21,  1908,  the  National  City  Bank  had  credited  to  the  Riggs  >«»**. 
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Bank  (notifying  them  accordingly)  on  account  of  the  profits  in  the  joint 
account,  had  likewise,  instead  of  being  credited  to  the  M  profit  and  loss H  ac- 
count of  the  bank,  gone  also  to  the  credit  of  the  "  Glover  &  Flather  "  account 
The  examiner's  Investigation  also  showed  that  in  the  statement  of  condition 
of  the  Riggs  National  Bank  submitted  to  the  Comptroller  of  the  Currency  on 
February  14,  1908,  and  sworn  to  by  H.  H.  Flather,  cashier,  and  attested  by 
C.  C.  Glover,  M.  E.  Ailes,  W.  J.  Flather,  R.  Ross  Perry,  J.  R.  McLean  H. 
Hurtt,  T.  F.  Walsh,  and  Thomas  Hyde,  directors,  the  undivided  profits  of  the 
bank  which  were  given  at  $175,099,  included  no  portion  of  the  $24,704.16  profits 
paid  to  the  Riggs  National  Bank  by  the  National  City  Bank  on  February  3, 
1908:  nor  does  it  appear  that  the  same  sworn  statement  of  condition  shows 
anywhere  that  the  Riggs  National  Bank  actually  owned  at  that  time  a  oue- 
half  interest  (or  say  $477,000)  in  the  remaining  $954,500  of  Government  bonds 
f-till  being  carried  by  the  National  City  Bank  in  the  "  joint  account,"  for  one- 
half  of  the  profits  or  loss  for  which  the  Riggs  National  Bank  had  admitted, 
officially,  to  the  National  City  Bank  its  liability. 

This  action  of  the  bank's  officers  (Glover,  Ailes,  and  W.  J.  and  J.  H.  Flather) 
in  asking  the  bank's  directors,  who  it  is  claimed  "  knew  nothing  of  the  Glover 
and  Flather  account,"  to  sign  such  a  false  and  misleading  statement  calls  for 
explanation.  These  officers  knew  at  the  time  that  $24,704.16  of  money  earned 
by  the  bank  from  the  "  joint  account "  had  been  excluded  from  the  banks 
undivided  profits,  where  it  properly  belonged,  and  credited  to  the  Glover  and 
Flather  account,  where  Mr.  Glover  swore  it  became  "  subject  to  my "  \\\\<] 
"order  and  my."  Lhisl  "disposition  mid  those  of  my"  [hisl  •' coowners,"  and 
"  in  no  manner  subject  to  the  disposal  or  check  of  the  officers  of  the  Kiggs 
National  Bank  acting  in  their  official  capacity." 

The  books  of  the  Riggs  National  Bank  show  that  some  time  in  April,  190S, 
long  after  the  profits  on  the  United  States  bond  transaction,  amounting  to 
$56,918.54,  had  been  credited  to  "  Glover  &  Flather,"  that  account  was  charged 
and  the  "  profit  and  loss  "  account  of  the  bank  was  credited  with  certain  items 
described  as  "  profit  on  sundry  bond  sales  and  sundry  commissions,"  which,  I 
understand,  it  is  claimed  fully  restored  to  the  bank  the  funds  which  had  been 
wrongfully  diverted.  The  restoration  of  the  money,  however,  did  not  wipe  out 
the  offense  of  which  Messrs  C-  C.  Glover  and  W.  J.  Flather,  or  those  responsible 
for  the  action,  were  guilty  in  placing  these  funds  of  the  bank  to  their  personal 
credit,  or  justify  the  misleading  and  untrue  statements  which  were  made  and 
sworn  to  by  the  officers  of  the  bank  concealing  these  transactions. 

In  the  Investigation  by  the  bank  examiner  in  May  last,  which  resulted  in  the 
discovery  of  these  and  various  other  irregular  transactions,  it  was  found  that 
the  account  of  "  Flather  &  Flather,"  representing  the  consolidation  of  the  ac- 
counts of  "  Glover  &  Flather  "  and  "  Flather  &  Flather,"  was  carrying,  in  cash 
and  securities,  an  amount  estimated  at  $40,000  to  $75,000,  which  the  Messrs. 
Glover  and  Flather  claimed  belonged  to  them  personally,  subject  to  their  per- 
sonal checks,  and  over  which  the  bank  had  no  authority,  although  they  have 
vigorously  protested  that  they  always  "  intended  "  to  use  these  funds  for  the 
"  benefit  "  of  the  bank. 

In  weighing  the  value  of  their  declarations,  however,  It  is  necessary  to  keep 
in  mind  an  equally  positive  assertion  made  by  President  Glover  under  oath 
under  date  of  June  18,  1914,  when  he  said : 

"  I  did  not  mean  to  say,  and  do  now  say,  that  no  officer  of  the  bank  has  per- 
sonally profited  by  any  commission  received  on  or  in  connection  with  either 
real  estate  loans  or  bonds  or  stocks  purchased  for  customers  or  depositors  of 
the  bank  or  borrowers  of  money  therefrom.  1  further  say  that  I  have  never  per- 
sonally received  and  kept  commissions  on  account  of  real  estate  loans  placed 
with  or  taken  by  depositors  of  the  bank  who  withdrew  funds  which  they  had  on 
deposit  with  the  bank  in  making  settlement  for  such  loans,  and  have  no  reason 
to  believe  that  any  other  officer  of  the  bank  ever  did  so.    *     *     * 

"After  the  incorporation  of  the  Riggs  National  Bank  this  business  wTas  con- 
tinued by  the  officers  of  the  bank  as  individuals,  the  compensation  received 
therefor  being  at  first  passed  directly  to  *  commission  *  account,  but  later,  with 
the.  knowledge  of  bank  examiners,  was  passed  to  the  credit  of  two  accounts 
opened  for  that  purpose — one  in  the  name  of  '  Glover  &  Flather '  and  the  other 
in  the  name  of  '  Flather  &  Flather.'  The  balance  to  the  credit  of  *  Glover  & 
Flather  '  was  transferred  on  the  17th  of  April,  1914,  to  '  Flather  &  Flather,'  thus 
consolidating  the  two  accounts." 

Senator  Fi-etcher.  When  were  these  two  items  of  profits  on  ac- 
count of  the  bond  transactions  transferred  to  the  bank? 
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Mr.  Williams.  In  April,  1918,  and  kept  there  for  some  weeks.  I 
continue  ^reading : 

*'  Whether  the  officers  who  rendered  such  services  were  entitled  to  retain  for 
their  own  personal  benefit  any  part  of  the  commissions  received  for  such  services 
is  not  material.  No  one  of  them  ever  claimed  or  intended  to  claim  any  part  of 
said  commissions.  And  no  one  of  them  has  ever  retained  any  part  thereof  for 
his  own  benefit.  Amounts  have  been  withdrawn  from  said  accounts  at  various 
times  for  the  benefit  of  the  bank.  Nothing  has  ever  boeu  withdrawn  by  the 
officers  for  their  personal  benefit,  and  no  one  of  them  has  ever  profited  person- 
ally thereby." 

That  is  Mr.  Glover's  statement  and  claim,  and  then  I  continue : 

In  regard  to  the  foregoing  declaration  of  Air.  C.  C.  Glover,  president,  the 
Comptroller  of  the  Currency  addressed  him,  under  date  of  July  22,  1914,  a  let- 
ter commenting  upon  President  Glover's  misleading  statements,  and  said: 

"After  I  had  secured  these  affidavits  I  received  from  you  your  letter  of  July 
17.  in  which  you  acknowledge  that  statements  heretofore  made  by  you  under 
oath  were  not  true,  claiming  that  certain  inconsistencies  were  the  result  of 
'pure  oversight/  You  thereupon  admit  that  for  a  period  of  more  than  five 
years,  or  '  from  January,  1897,  to  May,  1902,  the  business  of  making  real-estate 
'but  no  other)  investments  for  customers  of  the  bank  was  done  by  and  through 
the  firm  of  "  Glover,  Hyde,  Johnston  and  others,"  which  firm  was  composed  of 
myself  [C.  C  Glover],  Thomas  Hyde,  James  M.  Johnston,  Arthur  T.  Brice,  and 
William  J.  Flather,  each  and  all  being  at  the  time  officers  of  the  Iiiggs  National 
Bank ' ;  you  Inform  me  that  this  firm  or  partnership  or  confederation,  whatever 
it  may  have  been,  had  '  a  paid-in  capital  of  $30,000/  and  you  now  confess  that — 

• 4  All  profits  by  way  of  commissions  or  otherwise  derived  from  such  busi- 
ness were  passed  directly  to  the  credit  of  said  firm  on  an  account  carried  in  the 
n:ime  of  the  firm  on  the  general  ledger  of  the  bank;  and  all  such  profits  were 
divided  directly  among  the  members  of  the  firm.  To  such  extent  and  for  the 
I>eriod  mentioned,  officers  of  the  bank  did  directly  profit  by  the  commissions  on 
"udi  transactions.' 

;This  means,  in  plain  English,  that  after  you  had  solemnly,  indignantly,  and 
repeatedly  denied,  under  oath,  that  you  had  ever  under  any  circumstances  ap- 
propriated for  your  personal  benefit  any  portion  of  the  commissions  received 
hy  you,  an  officer  of  the  Iiiggs  National  Bank,  for  placing  real-estate  loans  for 
the  customers  of  the  bank,  you  now,  after  certain  things  have  been  developed  by 
this  office,  suddenly  remember  that  for  a  period  of  more  than  five  years  you  and 
••tlier  officers  of  the  bank  had  deliberately  pocketed  and  divided  among  your- 
selves all  these  commissions  collected  during  the  period  mentioned,  estimated 
to  amount  to  many  thousands  of  dollars"  [over  $46,000],  "which  your  former 
statements  had  solemnly  declared  had  gone  solely  to  the  credit  and  for  *  the 
benefit  of  the  bank/  " 

That  is  continuing  the  letter.  I  will  not  read  the  paragraphs 
which  follow  there,  as  I  have  read  them  earlier  in  this  hearing  this 
afternoon.  But  that  answers,  Senator  Gronna,  your  inquiry  as  to 
whether  there  could  have  been  any  doubt  about  the  fact  that  the  bank 
was  liable  for  the  Government  bond  transaction.  I  think  that  cor- 
respondence clearly  establishes  the  fact  that  the  bank  was  directly 
liable,  and  yet  it  is  inconceivable  that  Senator  Bailey,  if  he  had 
known  those  facts  which  I  have  just  read  to  you,  could  have  said,  as 
he  did  on  page  210  here : 

As  a  matter  of  fact,  I  could  go  into  any  court  of  conscience  or  law  in  the 
world  and  take  that  money  that  Ailes  turned  over  to  the  bank  for  Alles  himself. 
He  was  absolutely  entitled  to  it,  I  think,  in  morals — I  know  in  law. 

I  think  with  the  evidence  which  we  have  before  us  it  would  un- 
questionably have  been  a  case  of  embezzlement  if  he  had  done  so,  and 
I  do  not  believe  Senator  Bailey  knew  the  real  facts  when  making  that 
statement. 
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I  continue  to  read  following  my  quoting  Senator  Bailey's  state- 
ment : 

The  statements  made  under  oath  by  the  officers  of  your  bank  at  the  examina- 
tions recently  conducted  by  the  national  bank  examiner,  in  accordance  with 
section  5240  of  the  Revised  Statutes  of  the  United  States,  have  been  shown 
to  have  been  so  evasive,  so  contradictory,  so  misleading,  and  so  untruthful  that 
this  office  feels  called  upon  to  direct'  that  this  whole  matter  be  brought  forth- 
with to  the  attention  of  your  board  of  directors  for  their  consideration;  and 
you  are  now  directed  to  read  this  letter  to  your  board  of  directors  at  their 
next  meeting  and  also  to  lay  before  that  meeting  for  its  information,  the  full 
stenographic  reports  of  the  several  examinations  made  since  January  1. 1913,  by 
national  bank  examiners  of  the  officers  of  your  bank. 

It  is  in  order  to  call  attention  to  the  fact  that,  at  the  examinations  abore 
referred  to,  which  were  made  of  your  officers  under  oath  by  National  Bank 
Examiners  Smith  and  Trimble,  the  questions  of  the  examiners,  and  the  replies 
of  your  officers  and  of  your  counsel  (extracts  from  which  examinations  have 
been  copied  in  this  letter)  were  taken  down  verbatim  by  a  public  stenographer 
employed  by  this  officer,  and  also  by  another  stenographer  employed  by  the  Riggs 
National  Bank,  and  that  the  records  of  these  two  stengraphers  were  subse- 
quently compared  by  the  national  bank  examiners  and  found  to  agree. 

You  are  furthermore  instructed  to  send  at  once  to  each  member  of  your 
board  of  directors  a  copy  of  the  letter  which  this  office  addressed  to  you  under 
date  of  March  30, 1914,  and  also  a  copy  of  this  letter,  with  the  request  that  each 
director  acknowledge  the  receipt  of  each  of  these  two  letters  direct  to  this  office 
over  their  respective  signatures. 

Other  deceptive  and  false  statements  which  I  regret  to  find  have  been  made 
to  this  office  and  to  national  bank  examiners  by  the  officers  of  your  bank  will 
be  dealt  with  later. 

Meanwhile,  In  view  of  the  unsatisfactory  and  dangerous  conditions  which 
have  come  to  light  as  a  result  of  the  investigation  of  your  bank  by  this  office 
and  the  national  bank  examiner,  and  In  view  of  the  unreliability  of  state- 
ments made  by  your  officer,  under  oath  or  otherwise,  and  your  long-continued 
defiance  of  the  law  and  disregard  of  the  instructions  of  this  office,  you  are 
hereby  notified  that  the  Comptroller  of  the  Currency  will  until  further  notice 
refuse  to  approve  the  Riggs  National  Bank  as  a  depositary  for  the  reserves  of 
other  national  banks. 
Respectfully, 

John  Skelton  Williams, 
Comptroller  of  the  Currency. 

That  order  was  expressly  confirmed  and  approved  by  Justice 
McCoy,  of  the  Supreme  Court  of  the  District.  In  fact,  my  impres- 
sion is  that  his  suggestion  was  that  under  those  circumstances  the 
comptrollers'  office  would  have  been  derelict  if  it  had  permitted 
other  banks  to  continue  their  reserves  with  the  Riggs  National  Bank 
under  conditions  as  they  were  found  to  exist. 

Now,  the  correspondence  which  I  have  taxed  your  patience  to 
listen  to  is  merely  illustrative  of  the  entire  correspondence  between 
the  Biggs  National  Bank  and  the  comptroller's  office  during  that 
period  of  8  or  10  months.  We  were  confronted  with  the  most  con- 
tradictory statements  from  day  to  day,  and  we  tried  to  clear  them  up. 
When  we  failed  to  get  the  facts  through  correspondence,  we  would 
send  the  examiner  to  put  the  officers  under  oath,  to  try  to  get  them 
in  that  way,  and  when  we  did  put  them  under  oath  they  became  for- 
getful, or  they  claimed  not  to  remember,  or  they  made  statements 
that  were  contradictory  of  each  other. 

I  have  this  afternoon  called  your  attention  to  three  or  four  of 
these  inconsistencies,  the  testimony  of  Mr.  McKenney  on  the  one 
hand,  the  testimony  of  Senator  Bailey,  and  shown  to  you  how  squarely 
the  letter  of  June  18,  1914,  signed  by  Mr.  Glover  and  the  two  Flatli- 
ers,  addressed  to  the  board  of  directors  of  the  bank,  is  contradicted 
by  Director  McKenney,  the  counsel  of  the  bank,  in  the  examination 
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of  January,  1915.  Mr.  Glover  and  the  Flathers  say,  "  Of  course, 
vou  doubtless  know  all  about  the  accounts."  Mr.  McKenney  says, 
** 1  never  heard  of  them,  and  I  doubt  if  any  other  director  knew  there 
was  any  such  account  in  the  bank.5' 

If  the  directors  did  not  know  there  were  such  accounts  in  the 
bank,  and  Mr.  Glover  makes  statements  to  Examiner  Reeves  and 
other  examiners  as  to  what  these  accounts  are  on  one  day,  and  then 
when  the  examiner  asks  them  about  them,  declares  the  statements 
which  the  examiners  say  he  had  made  were  absolutely  incorrect, 
what  could  we  assume?  What  conclusions  could  we  draw?  We 
were  simply  trying  to  get  the  facts.  There  is  not  a  member  on  this 
committee  who,  if  he  had  gone  through  the  Riggs  Bank  affairs  as 
the  comptroller  did  in  those  days,  would  not  have  been  equally 
alarmed  and  disconcerted  at  the  conditions  shown  there.  As  Mr. 
rntermyer  has  shown,  it  is  not  a  question  of  whether  you  can  vio- 
late the  law  with  impunity  and  get  away  with  it,  but  it  is  necessary 
that  the  banks  shall  obey  the  Taw,  whether  they  can  make  more 
money  by  disregarding  its  provisions  or  not,  and  we  found  that  the 
Riggs  National  Bank  had  for  the  entire  period  of  its  career  been 
flagrantly  disregarding  the  most  elementary  provisions  and  require- 
ments of  the  law,  and  although  they  had  been  admonished,  I  think, 
probably  by  every  comptroller  and  by  almost  every  examiner  who 
had  examined  them  in  those  18  years,  they  continued  to  do  as  they 
pleased. 

The  earnestness  with  which  we  investigated  this  matter  was  sim- 
ply indicative  of  our  anxiety  and  our  desire  to  rid  the  bank  of  dan- 
gerous and  disturbing  elements  which,  if  they  had  been  permitted  to 
operate  and  continue  unabated,  might  have  brought  ruin  to  the  bank 
and  distress  to  thousands  of  depositors  or  shareholders. 

Senator  Fletcher.  Mr.  Hogan  says,  page  32 : 

In  1896,  16  years  after  it  had  been  formed  In  this  community  as  a  private 
banking  house,  it  took  out  a  national  charter,  with  a  capital  of  $500,000. 

Has  that  capital  remained  at  that? 

Mr.  Williams.  No.  Senator  McLean  asked  awhile  ago  when  the 
capital  was  increased,  or  when  it  was  distributed.  I  think  the  in- 
crease took  place  between  October,  1902,  and  April,  1903,  or  five  years 
before  the  transaction  with  the  National  City  Bank  to  which  we 
referred. 

The  Chairman.  My  question  referred  more  particularly  to  the  dis- 
tribution of  the  stock  in  1907. 

Mr.  Williams.  The  stock  had  been  pretty  well  distributed,  I  think, 
at  that  time. 

The  Chairman.  You  do  not  know. 

Mr.  Williams.  I  can  get  you  a  list  of  the  stockholders  at  that  time, 
if  you  would  like  it.  I  will  ascertain  exactly  how  far  that  distribu- 
tion had  been  carried  out  at  that  time,  and  state  it  to  the  committee. 

The  Chairman.  And  the  number  of  shares  that  each  stockholder 
held,  outside  of  the  officers  of  the  bank. 

Mr.  Williams.  Yes.  Now,  Mr.  Chairman  and  gentlemen,  with 
your  permission  I  would  like  to  introduce  some  testimony  here  to 
show  why  it  was  impossible  for  the  comptroller's  office  to  obtain  in- 
formation in  regard  to  the  borrowings  from  the  bank  by  its  officers, 
directly  and  indirectly,  and  why  it  became  necessary  to  request  the 
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bank  to  send  that  list  of  direct  and  indirect  or  dummy  loans  which 
the  bank  had  made  during  a  period  of  years  to  its  various  officers  and 
employees. 

1  will  illustrate  the  character  of  some  of  the  dummy  loans.  I  will 
refer  to  the  testimony  of  the  officers  of  the  RiggS  National  Bank  be- 
fore the  national  bank  examiner,  page  594,  volume  3,  of  the  Febru- 
ary, 1919,  hearings.  Mr.  Smith  was  the  examiner  conducting  the 
examination. 

Testimony  of  Mr.  Henry  H.  Flatheb. 

(The  witness  was  duly  sworn  by  Mr.  Trimble.) 

Mr.  Smith.  Mr.  Flather,  you  are  cashier  of  the  Biggs  National  Bank,  are  yon 
not? 

Mr.  H.  H.  Flather.  Yes,  sir. 

Mr.  Smith.  In  Table  No.  5,  under  date  of  August  22,  1911,  is  listed  a  note  of 
B.  L.  Nevius,  jr.,  $26,400 ;  and  in  the  same  table,  under  date  of  May  23k  1914,  fe 
a  note  of  B.  L.  Nevius,  $24,000,  with  a  notation,  M  Renewal  of  balance  of  loan  of 
August  22,  1911." 

Mr.  H.  H.  Flather.  What  was  that  last  renewal? 

Mr.  Smith.  May  23,  1914,  $24,000. 

Mr.  H.  H.  Flather.  What  is  It  you  want  to  know? 

Mr.  Smith.  Who  got  the  proceeds  of  those  notes? 

Mr.  H.  H.  Flather.  Of  this  $24,000? 

Mr.  Smith.  The  $24,000  is  the  renewal  of  the  $26>400,  U  it  not? 

Mr.  H.  H.  Flather.  I  got  it. 

Mr.  Smith.  You  got  the  proceeds  of  the  $26,400? 

Mr.  H.  H.  Flather.  Whichever  one  It  was. 

Mr.  Smith.  The  $26,400  is  the  note  dated  1911. 

Mr.  H.  H.  Flather.  Just  let  me  see  [examining  book] ;  1911,  is  that,  Mr. 
Smith  ? 

Mr.  Smith.  Yes;  1911. 

Mr.  H.  H.  Flather  [examining  further].  Yes,  sir;  I  got  that. 

Mr.  Smith.  Who  paid  the  note  when  It  was  paid? 

Mr.  H.  H.  Flather.  I  did. 

Mr.  Smith.  Then  all  the.  time  from  April,  1911,  until  that  note  was  finally 
paid  in  1914,  you  were  carrying  a  note  in  the  bank  under  the  name  of  B.  L. 
Nevius? 

Mr.  H.  H.  Flather.  The  bank  was  carrying  a  note  of  B.  L.  Nevius. 

Mr.  Smith.  The  bank  was  carrying  a  note  of  B.  I*  NeYius? 

Mr.  H.  H.  Flather.  The  bank  was;  yes,  sir. 

Mr.  Smith.  Of  which  you  got  the  proceeds? 

Mr.  H.  H.  Flather.  Of  which  I  got  the  proceeds- 
Mr.  Smith.  And  which  you  paid? 

Mr.  H.  H.  Flather.  And  which  I  paid. 

Mr.  Smith.  In  other  words,  you  were  borrowing  from  the  bank  in  the  name 
of  B.  L.  Nevius? 

Mr.  H.  H.  Flather.  I  was. 

Mr.  Smith.  That  is  all, 

Mr.  H.  H.  Flather.  Of  course,  you  did  not  speak  about  collateral. 

Mr.  Smith.  You  own  the  collateral? 

Mr.  H.  H.  Flather.  I  own  the  collateral.    I  Just  wanted  to  state  that. 

I  will  say  that  Mr.  H.  H.  Flather,  in  addition  to  those  indirect 
loans,  was  borrowing  large  sums  consistently,  steadily,  right  along 
from  the  bank  on  various  highly  speculative  securities.  He  was 
cashier  of  the  bank  meanwhile,  and  had  a  private  wire  right  at  his 
desk  connecting  with  the  stock-brokerage  offices. 

Senator  Gronna.  What  was  that  collateral? 

Mr.  Williams.  That  has  been  referred  to,  I  think,  once  or  twice. 
I  think  it  was,  Mr.  Chairman,  Mr.  H.  H.  Flather's  loan,  where  five  or 
six  stocks  were  read  out,  some  of  them  selling  as  low  as  1  cent  on  the 
dollar,  others  at  1£  cents  on  the  dollar,  others  at  9  cents  on  the  dollar, 
and  others  as  high  as  18.    But  they  were  very  speculative  stocks.  I 
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think  I  recall  among  them  Bock  Island  preferred  and  common,  Mis- 
souri Pacific,  and  other  things.    I  think  the  record  shows  the  list- 
Senator  Gronna.  Were  they  put  up  at  par  or  put  up  at  their  actual 
value? 
Mr.  Williams.  The  stocks  that  sold  at  1  were  put  up  at  par. 
Senator  Gronna.  They  were? 

Mr.  Williams!  I  have  no  doubt  they  were.  They  were  lending 
on  stocks  of  a  highly  speculative  character  at  par.  Some  of  them 
were  good.  I  do  not  know  how  the  loans  ran  for  a  period  of  years ; 
how  far  they  were  adequately  margined.  It  was  with  a  view  to 
getting  this  information,  as  to  how  much  the  bank  had  been  lending 
to  its  officers  on  inadequate  margins,  that  I  asked  for  this  report. 
I  continue  reading  from  the  testimony  of  the  officers : 

TESTIMONY  OF  WILLIAM  J.  FLAT  HER,  ESQ. 

Mr.  Smith.  In  table  No.  5,  loans  made  by  the  bank  the  collateral  of  which 
did  not  belong  to  the  signer  of  the  notes,  there  is  a  note  listed  "  George  H.  Felt, 
$17,500,  secured  by  120  shares  of  Mergenthaler,"  I  think  It  is. 

Mr.  W.  J.  Flatheb.  That  is  right. 

Mr.  Smith.  The  date  of  that  note  is  April  30,  1912.  Is  that  the  same  note 
or  a  continuation  of  a  note  that  is  listed  in  the  letter  of  July  14,  1914,  J.'or 
$17,500,  secured  by  116  shares  of  Mergenthaler? 

Mr.  Flatheb.  The  same  note. 

Mr.  Smith.  Then  it  was  in  the  bank  from  April  30,  1912,  until  paid  in  June, 
1914? 

Mr.  Flatheb.  I  think  so. 

Mr.  Smith.  The  correspondence  shows  that  you  received  the  proceeds  of  tliat 
note. 

Mr.  Flatheb.  I  did ;  yes,  sir. 

Mr.  Smith.  Who  paid  it  when  it  was  paid? 

Mr.  Flatheb.  I  paid  it. 

Mr.  Smith.  What  was  the  object  of  procuring  Mr.  Felt  to  make  that  n  ite 
for  you? 

Mr.  Flatheb.  I  do  not  know  that  I  had  any  real  reason,  Mr.  Smith,  ex(  ,»pt 
that  I  was  borrowing  some  money  here,  and  I  thought  I  would  get  Mr.  Felt  to 
borrow  some  for  me.  That  is  all  there  is  to  it.  It  was  my  money  and  my 
collateral. 

Mr.  Smith.  And  you  borrowed  the  money  from  a  national  bank  In  which 
you  were  an  officer  and  in  a  way  that  it  did  not  show  that  you  were  the 
borrower? 

Mr.  Flatheb.  Yes ;  that  is  very  true. 

Mr.  Smith.  In  table  No.  5,  just  referred  to 

Mr.  Flatheb.  But  I  never  passed  on  that  collateral  nor  on  any  other  note 
which  I  ever  had  discounted  or  borrowed  money  on  from  the  Riggs  National 
Bank. 

Mr.  Smith.  You  procured  Mr.  Felt  to  give  you  his  note  for  the  purpose 
of  getting  the  money,  did  you  not? 

Mr.  Flatheb.  Mr.  Felt  gave  his  note  with  my  collateral  at  my  request ;  yes. 
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Mr.  Smith.  The  other  day,  Mr.  W.  J.  Flather,  Mr.  Glover  stated  that  the 
proceeds  of  the  A.  M.  Nevius  note  were  his,  in  other  words,  that  was  an  ac- 
commodation note  procured  by  him.  The  George  H.  Felt  note,  I  believe,  was 
the  one  you  said  was  an  accommodation  note  for  you. 

Mr.  Flatheb.  I  would  not  call  it  an  accommodation  note. 

Mr.  Smith.  You  procured  Mr.  Felt  to  give  it,  and  you  got  the  proceeds? 

Mr.  Flatheb.  I  loaned  Mr.  Felt  that  collateral  and  he  borrowed  the  money  on 
it  the  same  as  you  or  anybody  else  would,  and  gave  me  the  money. 

Mr.  Smith.  As  a  matter  of  fact— I  think  it  is  covered,  but  you  make  that 
statement  now,  so  I  want  to  ask  you  again;  that  is  one  way,  posrlbly,  of 
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stating  It.    As  a  matter  of  fact,  did  not  you  procure  Mr.  George  H.  Felt  to 
make  out  his  note  and  put  it  in  the  bank  for  the  express  purpose  of  borrowing 
money  from  the  bank  for  your  use,  so  that  your  name  would  not  show  a*  being 
the  borrower? 
Mr.  Flather.  I  do  not  know  that  I  would  put  it  that  way,  Mr.  Smith. 
Mr.  Smith.  Is  not  that  the  correct  way  of  putting  it? 
M£\  Flather.  I  will  say  just  what  I  said  before,  that  I  loaned  Mr.  Felt 
this  stock.    He  borrowed  the  money  on  it  from  the  bank,  and  I  got  the  pro- 
ceeds. 

Mr.  Smith.  As  a  matter  of  fact,  then,  you  went  to  him  and  asked  hltu  to 
give  you  the  note? 
Mr.  Flathkr.  I  went  and  asked  him  to  borrow  the  money. 
Mr.  Bailey.  The  note  was  not  given  to  you  at  all? 
Mr.  Flather.  No ;  the  note  was  not  given  to  me  at  all. 
Mr.  Bailey.  The  note  was  made  direct  to  the  bank? 
Mr.  Flather.  Made  direct  to  the  bank;  yes. 

Mr.  Smith.  Did  he  make  the  note  and  put  it  in  the  bank,  or  did  you  get 
it  from  him  and  put  it  in  the  bank  yourself? 
Mr.  Flather.  How  is  that? 

Mr.  Smith.  Did  he  present  the  note  to  this  bank  for  discount,  or  did  you? 
Mr.  Flather.  I  could  not  state  at  this  time. 
Mr.  Smith.  What  would  you  think?    What  is  your  impression? 
Mr.  Flather.  I  am  not  testifying  to  thought,  am  I? 

Mr.  Smith.  You  have  some  thoughts  on  the  matter.    You  know  the  trans- 
action.    You  handled  It.     In  other  words,  did  he  actually  come  into  the  bank 
and  present  a  note  for  discount  and  get  the  proceeds  in  cash  and  take  it  out- 
side and  give  it  to  you? 
Mr.  Flather.  I  do  not  think  he  did. 

Mr.  Smith.  He  simply  signed  the  note  and  turned  it  over  to  you? 
Mr.  Flather.  That  is  my  Impression. 
Mr.  Smith.  And  you  got  the  proceeds? 
Mr.  Flather.  That  Is  my  impression. 
**    Mr.   Smith.  Then   you  procured   him   to  give  an   accommodation  note  for 
you? 
Mr.  Flather.  You  know  the  exact  facts. 
Mr.  Smith.  I  am  asking  the  question. 
Mr.  Flather.  I  have  answered. 

Mr.  Smith.  Did  you  or  did  you  not  procure  him  to  give  you  an  accommoda- 
tion note  for  your  benefit  ? 

Mr  Flather.  I  loaned  him  my  collateral  and  he  borrowed  the  money  from 
the  bank  and  I  got  the  proceeds. 
Mr.  Smith.  You  loaned  him  your  collateral? 
Mr.  Flather.  Yes. 

Mr.  Smith.  He  did  not  have  anything  to  do  with  it  except  the  signing  of  the 
note,  did  he,  and  he  signed  that  at  your  request? 
Mr.  Flather.  Yes. 

Mr.  Smith.  Then,  why  do  you  say  you  loaned  him  the  collateral? 
Mr.  Flather.  To  borrow  the  money  from  the  bank. 

Mr.  Smith.  He  did  not  get  any  money  from  the  bank,  did  he?    You  got  the 
money  from  the  bank? 
Mr.  Flather.  I  used  the  money. 

Mr.  Smith.  In  other  words,  instead  of  loaning  him  collateral  he  loaned  yon 
his  name? 
Mr.  Flather.  You  can  put  it  that  way  if  you  please. 
Mr.  Smith.  Is  not  that  the  correct  way  of  putting  it? 
Mr.  Flather.  I  do  not  know. 

Mr.  Smith.  You  are  an  officer  of  a  national  bank  and  have  been  for  years. 
You  certainly  know  what  is  the  true  statement  of  a  case  like  that. 

Mr.  Flather.  I  loaned  Mr.  Felt  that  collateral  and  he  borrowed  the  money 
and  I  used  it. 
Mr.  Smith.  Did  he  get  any  money  from  the  bank? 
Mr.  Flather.  You  mean  actual  money? 
Mr.  Smith.  Actual  money. 
Mr.  Flather.  I  doubt  if  he  did. 
Mr.  Smith.  Funds  or  credits? 
Mr.  Flather.  I  doubt  if  he  did. 

Mr.  Smith.  Then  why  do  you  say  he  borrowed  the  money  from  the  bank? 
Mr.  Flather.  Because  he  gave  his  note. 
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Mr.  Smith.  But  he  did  not  get  a  cent? 

Mr.  Flatheb.  On  his  note  he  says,  "  I  promise  to  pay  to  the  Higgs  National 
Bank  "  so  much. 

Mr.  Smith.  That  is  all  right,  but  did  he  get  any  money? 

Mr.  Bailey.  Mr.  Flather,  you  have  answered  that  question  three  or  four 
times.   Decline  to  answer  it  any  more. 

Mr.  Smith.  Do  you  decline  to  answer? 

Mr.  Flatheb.  Any  more  than  I  have. 

Mr.  Bailey.  Upon  the  ground  you  have  answered  three  or  four  times. 

Mr,  Flather.  Yes. 

Testimony  of  Mb.  W.  J.  Flather  in  re  Knowledge  Directors  Had  Regarding 

Dummy  Loans. 

Mr.  Smith.  Mr.  Flather,  in  the  case  of  the  A.  M.  Nevius  loan,  the  Felt  loan, 
and  B.  L.  Nevius  loan,  if  those  loans  were  put  for  approval  to  the  discount 
committee  and  afterwards  the  board  of  directors,  in  what  manner  were  they 
put  up?  Did  it  show  and  were  the  board  and  the  discount  committee  informed 
as  to  who  was  the  real  borrower? 

Mr.  Flather.  Not  to  my  knowledge,  Mr.  Smith.  We  submit  a  list  of  all  loans 
made,  with  the  collateral,  giving  the  name  of  the  borrower  and  the  collateral 
offered  and  the  amount  of  the  loan  and  the  market  value  of  it,  and  they  pass 
upon  that. 

Mr.  Smith.  Did  or  did  not  the  board  of  directors  know  the  true  borrower? 

Mr.  Flather.  As  far  as  I  know,  they  only  knew  the  person  who  gave  the 
note — the  name  of  the  person  who  gave  the  note. 

Mr.  Bailey.  And  the  collateral? 

Mr.  Flather.  And  the  collateral;  yes.  You  will  find  that  in  every  bank. 
As  a  matter  of  fact.  Senator  Bailey,  very  few  banks  give  the  name  of  the 
borrower.    They  simply  give  the  amount  of  the  loan  and  the  collateral. 

That,  of  course,  gentlemen,  is  very  incorrect,  his  suggestion  there 
that  the  banks  do  not  give  the  names  of  the  borrowers.  You  can 
very  readily  see  the  tendency  of  such  a  practice  as  this.  Mr.  Flather, 
by  "getting  enough  dummies,  could  take  all  the  money  in  the  bank 
on  that  theory.  None  of  the  directors  would  know  who  was  bor- 
rowing  it  or  where  it  was  going.  He  admits  he  is  getting  the  money 
out,  and  he  has  done  it  in  the  names  of  dummies,  and  the  board  of 
directors  did  not  know  who  were  the  real  beneficiaries.  This  pro- 
ceeds: 

Mr.  Smith.  Mr.  Flather,  some  time  ago  In  the  course  of  questioning  you  were 
asked  about  a  Felt  note  for  .$17,500,  and  stated  that  that  was  a  note  on  which 
you  got  the  proceeds,  that  the  collateral  belonged  to  you,  and  that  you  paid 
the  note.  I  would  like  to  ask  you  what  other  loans,  if  any,  the  Riggs  National 
Bank  has  made  since  its  organization  in  the  names  of  persons  other  than  your- 
self where  you  got  the  proceeds  or  a  portion  of  the  proceeds? 

In  other  words,  the  examiner  is  trying  to  find  out  the  extent  to 
which  these  dummy  loans  were  in  the  bank. 

Mr.  Flather.  Mr.  Smith,  I  have  told  you  all  I  know  about  the  Felt  loan.  I 
do  not  know  what  other  loan  or  loans  I  loaned  the  collateral  for  and  In  which 
I  was  interested. 

That  is  a  very  convenient  answer — he  does  not  know  anything  else. 
He  does  not  say  there  were  no  such  loans  positively.  He  just  says 
he  does  not  know. 

I  do  know,  however,  that  neither  myself  nor  anybody  who  ever  borrowed 
money  on  my  collateral — I  will  restate  that  this  way:  I  do  know,  however, 
that  the  Riggs  National  Bank  has  never  lost  a  cent  on  any  loan  made  either 
to  me  direct  or  to  any  other  person  who  borrowed  on  collateral  loaned  by  me. 

Mr.  Smith.  What  I  am  asking,  however,  is  to  be  informed  what  loans  other 
than  the  Felt  loan  this  bank  has  discounted,  which  I  will  term  "  accommoda- 
tion "  notes  for  you. 

Mr.  Flatheb.  I  do  not  recall  any,  Mr.  Smith. 
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Mr.  Smith.  Are  there  any  others? 
Mr.  Flather.  I  do  not  know  of  any. 

Mr.  Smith.  Can  you  state  positively  that  this  is  the  only  one? 
Mr.  Flather.  No  ;  I  can  not  state  positively,  because,  as  you  know  for  your- 
self, 18  years  is  a  long  time  to  remember  a  thing. 

Mr.  Smith.  Have  you  any  record  personally 

Mr.  Flather  (interrupting).  Not  that  would  disclose  that  fact. 

The  vice  president  of  the  bank  informed  the  examiner  that  he 
keeps  no  record  to  show  the  extent  to  which  he  is  operating  on 
dummy  loans. 

Mr.  Smith.  Has  the  bank  any  record  which  would  disclose  that  fact? 

Mr.  Fletcher.  Not  that  I  know  of.  Any  moneys  which  I  may  have  borrowed 
from  the  bank  are  in  the  records. 

Mr.  Smith.  Take  this  Felt  note,  for  instance.  Suppose  an  examiner  goes  back 
on  the  books  and  runs  across  that  note  entered  on  the  books;  there  is  abso- 
lutely nothing  on  the  books  showing  that  Mr.  Felt  did  not  get  the  proceeds  but 
that  you  did.    That  is  true,  is  it  not? 

Mr.  Flather.  What  is  that? 

Mr.  Smith.  There  is  nothing  on  the  books  to  show  the  proceeds  of  this  note 
went  to  any  other 

Mr.  Flather  (interupting).  The  books  show  the  record  as  it  was. 

Mr.  Smith.  That  is  the  point  I  am  asking  about.  Do  the  books  show  the 
record  as  it  was? 

Mr.  Flather.  The  books  do  show  the  record  as  made. 

Mr.  Smith.  Do  not  the  records  show  Mr.  Felt  borrowed  that  money? 

Mr.  Flather.  Mr.  Felt  gave  the  note.    The  books  show  Mr.  Felt  gave  his  note. 

Mr.  Smith.  But  do  not  the  books  show  that  Mr.  Felt  borrowed  the  money? 

Mr.  Flather.  The  books  show  Mr.  Felt  gave  his  note,  and  that  the  note  was 
secured  by  adequate  collateral. 

******* 

Mr.  Smith.  I  simply  ask  this  question,  and  I  will  ask  it  again  of  Mr.  Flather, 
if  the  books  do  show 

Mr.  Flather  (interrupting).  The  books  show  the  transaction  as  it  was  made, 

Mr.  Smith.  In  other  words,  the  books  show  that  the  bank  received  a  note 
signed  by  Felt? 

Mr.  Flather.  George  H.  Felt. 

Mr.  Smith.  With  so  much  collateral  for  so  much  money? 

Mr.  Flather.  Yes,  sir. 

Mr.  Smith.  But  there  is  nothing  on  the  books  to  indicate  whether  Mr.  Felt 
borrowed  that  money  for  your  benefit? 

Mr.  Flather.  No. 

Mr.  Smith.  In  other  words,  an  examination  of  the  books  will  not  determine 
what  other  notes  may  have  been  in  the  bank  for  your  benefit  similar  to  the  Felt 
note? 

Mr.  Flather.  In  no  instance. 

It  yras  concealed,  apparently,  all  the  way  through  as  far  as  he 
could  do  it. 

Mr.  Smith.  Have  you  any  personal  record  which  would  enable  you  to  give 
me  a  list  of  those  notes? 
Mr.  Flather.  I  have  not. 

Mr.  Smith.  Then,  outside  of  memory,  there  is  no  way  of  ascertaining  it? 
Mr.  Flather.  No. 

Senator  Gronna.  What  was  the  financial  standing  of  Mr.  Nevius  , 
and  Mr.  Felt  ?    Was  that  gone  into  ?  J 

Mr.  Williams.  I  do  not  think  either  of  them  were  men  of  any 
financial  standing.  I  think  one  of  the  Neviuses  was  a  junior  clerk 
in  the  Kiggs  Bank.  The  other  Nevius,  I  think,  was  in  the  laundry 
business.  You  have  the  cashier  of  the  bank,  or  the  officers  of  the 
bank,  using  one  of  the  junior  clerks  in  dummy  transactions. 

It  was  after  this  testimony  by  the  officers  of  the  bank  showed  that 
the  bank's  records  would  not  show  the  real  borrowers  of  money  that 
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we  addressed  them  that  inquiry  on  January  22,  a  few  days  after  the 
examiner  had  failed  to  get  any  satisfactory  data,  in  which  we  re- 
quested them  to  give  us  the  information  in  regard  to  the  borrowings 
of  the  officers  on  dummy  loans,  and  their  refusal  to  give  that  infor- 
mation resulted  in  the  assessment  of  the  $5,000  fine,  which  precipi- 
tated the  litigation. 
Senator  Fletcher.  They  never  did  answer  that  letter? 

Mr.  Williams.  They  never  did  give  that  information,  not  up  to 
this  day.  But  they  promised  in  their  letters,  which  were  written  to 
the  comptroller's  office  at  the  time  of  the  renewal  of  the  charter, 
that  thev  would  thereafter  conduct  the  bank  in  accordance  with  the 
provisions  of  the  national-bank  act  and  the  rules  and  regulations  of 
the  comptroller's  office,  and  I  hope  that  is  being  done. 

Senator  Fletcher.  The  law  limits  the  amount  of  loans  to  any  one 
individual? 

Mr.  Williams.  Yes,  sir. 

Senator  Fletcher.  Could  one  purpose  of  using  these  dummies 
have  been  to  avoid  that  part  of  the  law  ? 

Mr.  Williams.  I  think  that  was,  in  all  probability,  exactly  what 
they  had  in  mind.    They  wanted  to  get  around  that. 

Senator  Fletcher.  Even  though  there  was  ample  security,  still 
there  was  really  and  in  fact  a  violation,  or  there  might  have  been  a 
violation,  of  the  law  ? 

Mr.  Williams.  There  were  three  aspects  in  which  this  was  wrong. 
One  was  that  it  was  a  direct  violation  of  the  law  and  an  endeavor  to 
circumvent  the  law. 

Another  thing,  it  was  the  adoption  of  the  dummy  principle  by  men 
inside  of  the  bank — more  reprehensible  than  it  would  be  anywhere 
else.  The  very  officer  who  should  guard  and  protect  the  deposits  of 
the  bank  from  violations  of  the  law  was  violating  the  law  himself. 
Then,  again,  they  were  doing  it  in  an  underhand  and  secret  way,  by 
which  their  operations  were  concealed  from  their  own  officers  and 
their  own  directors. 

The  Chairman.  Mr.  Williams,  do  you  expect  to  conclude  this 
afternoon? 

Mr.  Williams.  No,  sir. 

The  Chairman.  How  much  more  time  do  you  think  you  will 
need  ? 

Mr.  Williams.  It  will  depend  on  the  amount  of  additional  testi- 
mony that  I  may  have  to  answer. 

The  Chairman.  That  is  a  matter  for  the  future.  I  mean,  up  to 
date. 

Mr.  Williams.  I  think  I  can  dispose  of  the  Riggs  Bank  testimony, 
as  far  as  that  is  concerned,  in  an  hour  or  two.  I  shall  then  want 
time  to  sum  up  and  review  the  testimony  which  has  been  given,  be- 
fore closing  entirely. 

The  Chairman.  You  may  proceed. 

Mr.  Willtams.  In  my  letter  to  the  Riggs  National  Bank  of  March 
9,  1915, 1  call  on  them  for  a  special  report  in  regard  to  certain  loans 
made  by  the  bank.  In  that  letter,  on  page  148  of  the  correspondence 
with  the  Riggs  Bank,  I  say : 

This  office  considers  that  this  information  is  necessary  or  desirable  in  order 
to  determine  the  true  present  condition  of  your  bank  and  the  sums  of  money, 
if  any,  which  the  bank  may  still  be  rightfully  entitled  to  collect  from  its  officers 
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for  whose  personal  benefit  or  accommodation,  It  appears  from  your  records,  the 
bank's  funds  have  been  so  largely  used  in  the  past. 

Investigations  by  this  office  indicate  that  the  officers  of  your  bank  have  not 
only  made  or  connived  at  the  making  of  so-called  "  dummy  "  or  indirect  loans, 
by  which  funds  are  furnished  to  customers  beyond  the  amounts  which  the  bank 
could  legally  lend  directly  to  those  customers,  as  in  the  case  of  the  five  loans 
of  $50,000  each  ($250,000)  made  some  years  ago  to  your  clerks,  H.  V.  Haynes, 
F.  A.  Gibbons,  S.  B.  Harrison,  A.  M.  Nevius,  and  W.  C.  Worthington,  for  the 
benefit  of  one  Dunlop,  whose  excessive  loans  you  had  been  directed  to  eliminate 
from  the  bank,  but  your  officers  have  on  different  occasions,  it  appears,  loaned 
to  themselves  or  one  to  the  other  the  bank's  funds  through  these  so-called 
"dummy"  or  indirect  loans;  as,  for  example,  when  your  president,  less  than 
a  year  ago,  got  $86,500  of  money  from  the  bank  through  a  note  made  by  the 
assistant  paying  teller  on  collateral  furnished  by  your  president  for  hypothe- 
cation. 

Your  president,  C.  C.  Glover,  being  under  oath,  was  asked  on  January  11, 
1915,  by  the  national-bank  examiner  in  regard  to  the  above  note  for  $86,500, 
signed  by  the  assistant  paying  teller  of  the  bank : 

"  Bank  Examiner.  Who  got  the  proceeds  of  this  note? 

"  Mr.  Gloveb.  I  did. 

"Bank  Examiner.  Who  paid  the  note,- when  it  was  paid? 

"  Mr.  Glover.  I  did. 

"  Bank  Examiner.  And  you  borrowed  money  from  the  bank  in  the  name  of 
Nevius? 

"  Mr.  Glover.  Yes." 

The  "  dummy  "  loan  is  again  in  evidence  when  your  cashier,  H.  H.  Flather, 
got  $26,400  of  the  bank's  money  on  the  note  of  one  Nevius,  unknown  to  the 
bank  examiner,  but  who  your  president  and  cashier  have  under  oath  described 
as  being  engaged  in  the  "  laundry  "  business  and  a  brother  of  your  assistant 
paying  teller,  and  who,  it  appears,  permitted  himself  to  be  used  for  this  pur- 
pose by  your  cashier. 

The  records  show  that  on  January  11,  1915,  the  bank  examiner  put  the  follow- 
ing question  to  your  cashier,  H.  H.  Flather  (who  was  under  oath),  in  reference 
to  this  $26,400  note  signed  by  Nevius,  the  laundryman : 

"  Question  by  Bank  Examiner.  In  other  words,  you  were  borrowing  from 
the  bank  in  the  name  of  B.  L.  Nevius?" 

To  which  H.  H.  Flather  replied  "  I  was." 

No  report,  it  appears,  had  been  made  by  Mr.  H.  H.  Flather  as  to  this  money 
which  he  thus  admitted  he  was  "borrowing  from  the  bank  in  the  name  of 
B.  L.  Nevius,"  in  the  various  statements  of  the  bank's  condition  which  he  had 
sworn  to  since  that  loan  was  originally  negotiated,  in  April,  1911,  and  it  was 
only  under  a  rigid  examination  that  the  facts  of  the  case,  as  now  understood, 
were  finally  brought  out. 

Another  instance  of  the  "  dummy  loan  "  occurs  when  your  vice  president, 
W.  J.  Flather,  got  from  the  bank,  in  April,  1912,  $17,500  on  a  note  signed  by 
one  G.  H.  Felt,  a  bookkeeper  at  a  salary  of  $1,700  per  annum  in  the  American 
Security  &  Trust  Co.,  in  which  company  Mr.  W.  J.  Flather  Is  also  a  director. 
Vice  President  W.  J.  Flather,  on  January  11,  1915,  made  the  following  replies 
under  oath  to  questions  by  the  bank  examiner. 

Referring  to  the  $17,500  note  signed  by  G.  H.  Felt,  the  bank  examiner  said 
to  Mr.  W.  J.  Flather : 

Bank  Examiner.  The  correspondence  shows  you  received  the  proceeds  of 
that  note. 

W.  J.  Flather.  I  did ;  yes.  sir. 

Bank  Examiner.  Who  paid  it  when  it  was  paid? 

W.  J.  Flather.  I  paid  it. 

Bank  Examiner.  What  was  the  object  in  procuring  Mr.  Felt  to  make  that 
note  for  you? 

W.  J.  Flather.  I  do  not  know  that  I  had  any  real  reason,  Mr.  Smith,  except 
that  I  was  borrowing  some  money  here,  and  I  thought  I  would  get  Mr.  Felt  to 
borrow  some  for  me.  That  Is  all  there  was  to  it.  It  was  my  money  and  niy 
collateral. 

Bank  Examiner.  And  you  borrowed  the  money  from  a  national  bank  in 
which  you  were  an  officer,  and  in  a  way  that  it  did  not  show  that  you  were 
the  borrower? 

W.  J.  Flather.  Yes ;  that  is  very  true. 
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The  bank  examiner,  in  the  course  of  his  examination  of  Vice  President 
W.  J.  Flather  asked  him,  on  January  15,  1015,  how  the  notes  of  $86,500  (pro- 
ceeds of  which  President  Glover  *ot),  $26,400  (proceeds  of  which  went  to 
Cashier  H.  H.  Flather),  and  $17,500  (proceeds  of  which  were  turned  over  to 
Vice  President  Flather)  were  presented  for  approval  to  the  discount  commit- 
tee, and  afterwards  to  the  board  of  directors,  and  "  whether  the  discount  com- 
mittee and  the  board  of  directors  were  informed  as  to  who  the  real  borrowers 
were." 

Vice  President  Flather's  replies  were  as  follows: 

Answer  (W.  J.  Flather).  Not  to  my  knowledge,  Mr.  Smith.  We  submit  a 
list  of  all  loans  made,  with  the  collateral,  giving  the  name  of  the  borrower  and 
the  collateral  offered,  and  the  amount  of  the  loan  and  the  market  value  of  it, 
aud  they  pass  upon  that 

Bank  Examiner.  Did  or  did  not  the  board  of  directors  know  the  true  bor- 
rower? 

W.  J.  Flatheb.  As  far  as  I  know,  they  only  knew  the  person  who  gave  the 
note — the  name  of  the  person  who  gave  the  note. 

On  March  5,  1915,  A.  M.  Nevius,  second  or  assistant  paying  teller  of  the 
Riggs  National  Bank,  was  questional  under  oath  by  the  national  bank  examiner, 
and  in  reply  to  the  following  questions  made  the  following  answers  (Mr.  Ne- 
vius's  salary  is  $2,100  per  annum)  : 

Bank  Examiner.  In  April,  1914,  you  gave  your  note  to  the  bank  for  $86,500. 

Mr.  Nevivs.  I  don't  vividly  recall  it  at  this  time. 

Now,  gentlemen,  this  statement  of  the  assistant  bookkeeper,  with 
a  salary  of  $2,100  per  annum,  was  being  asked,  less  than  a  year  after 
he  had  given  the  note,  what  the  facts  were  in  regard  to  it.  Less  than 
12  months  had  passed  and  he  says : 

I  do  not  vividly  recall  it  at  this  time.  I  know  that  I  gave  some  notes  to  the 
bank. 

That  was  what  we  were  trying  to  find  out,  how  many  notes  were 
given  to  the  bank  by  these  clerks.    Continuing  Nevius  says : 

I  have  not  looked  at  the  bank's  records  particularly.  I  don't  know  whether 
it  was  in  April.    I  could  refer  to  the  records. 

•  *  *  *  *  *  * 

Bank  Examiner.  Mr.  Nevius,  regarding  the  $86,500  note  in  April,  1914,  that 
you  gave  the  bank,  tell  me  in  your  own  way,  if  you  desire,  the  transaction.  Did 
you  get  the  proceeds  or  was  it  given  for  somebody  else's  benefit,  or  what  was 
there  about  it? 

Mr.  Nevius.  It  was  not  given  for  my  benefit. 

Bank  Examiner.  What  was  the  transaction,  as  far  ns  you  know  it? 

Mr.  Nkvivs.  As  far  as  I  know,  I  acted  in  the  capacity  of  someone  in  whom 
I  was  personally  interested.  I  don't  know  whose  capacity,  but  I  surmised  it 
was  one  of  the  men  who  had  been  friendly  to  me  and  knew  that  they  could- 

Gentlemen,  dwell  on  that  picture  for  a  moment.  Here  is  this 
junior  clerk  in  the  bank  giving  notes,  does  not  remember  how  many, 
does  not  remember  when  they  were  given,  and  when  asked  for  whom 
they  were  given  and  why  given,  he  says : 

As  far  as  I  know,  I  acted  in  the  capacity  of  some  one  in  whom  I  was  per- 
sonally interested. 

The  Chairman.  The  records  will  show  just  how  many  notes  he 
gave  ? 

Mr.  Williams.  No;  I  beg  your  pardon.  They  do  not  show  how 
many  notes.    I  tried  to  get  that  information. 

The  Chairman.  Do  the  records  show  what  notes  of  Nevius's  had 
been  discounted? 

Mr.  Williams.  The  bank  declined  to  give  me  the  information. 

The  Chairman.  Has  not  Mr.  Glover  told  you  frankly  all  about 
this  transaction? 
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Mr.  Williams.  I  do  not  consider  that  Mr.  Glover's  statements  at 
the  time  of  that  examination  were  anything  that  could  be  called 
frank,  Mr.  Chairman. 

The  Chairman.  He  told  you  the  truth  about  it. 

Mr.  Williams.  I  will  read  you  his  testimony  and  let  you  deter- 
mine how  far  that  was  frank. 

The  Chairman.  You  have  read  somewhere  that  he  was  asked  the 
question  and  frankly  stated  it. 

Mr.  Williams.  This  continues: 

Mr.  Nevius.  I  don't  know  whose  capacity,  but  I  surmised  it  was  one  of  tbe 
men  who  had  been  friendly  to  me  and  knew  that  they  could 

Bank  Examiner  (interrupting).  Getting  down  a  little  more  definitely  than 
that,  who  asked  you  to  give  the  note? 

Mr.  Nevius.  W.  J.  Flather  asked  me  to  sign  that  note,  as  nearly  as  my  recol- 
lection goes. 

Bank  Examiner.  You  did  not  get  the  proceeds? 

Mr.  Nevius.  I  did  not  get  the  proceeds. 

Bank  Examiner,  You  did  not  own  the  collateral  that  was  put  up  to  se- 
cure it? 

Mr.  Nevius.  No;  I  was  not  personally  the  owner  of  the  security. 

Bank  Examiner.  You  paid  neither  the  interest  on  it  nor  did  you  pay  the 
note? 

Mr.  Nevius.  I  did  not  personally  pay  the  note. 

Bank  Examiner.  The  note  has  been  paid? 

Mr.  Nevius.  The  note  has  been  paid. 
******* 

Bank  Examiner.  How  much  of  a  task  would  it  be  for  you  to  look  over  a  list 
of  all  your  loans  in  the  bank  since  its  organization  and  tell  what,  if  any, 
others  there  have  been? 

That  is  getting  down  to  the  question  which  you  raised  a  few  mo- 
ments ago. 

Mr.  Nevius.  That  would  necessitate  my  coming  down  here  and  digging  out 
the  old  books  and  going  over  them.  We  have  had  these  records  of  loans  of  that 
sort  carried  from  one  book  to  another  for  a  good  many  years.  I  have  been 
here  17  years. 

Now,  gentlemen,  there  is  a  statement  from  this  junior  clerk,  this 
assistant  paying  teller,  or  whatever  he  was,  that — 

We  have  had  these  records  of  loans  of  that  sort  carried  from  one  book  to 
another  for  a  good  many  years.     I  have  been  here  17  years. 

In  other  words,  the  clear  implication  of  that  statement  is  that 
those  dummy  loans  have  been  in  the  bank  from  practically  the  start, 
and  as  a  result  of  that  investigation  of  Mr.  Xevius  and  these  other 
officers,  we  called  on  them  for  a  list  of  those  loans  which  Mr.  Nevius 
says  had  been  in  the  bank  for  a  good  many  years ;  and  what  did  we 
get  ?  A  prompt  refusal  of  the  bank  to  give  any  of  the  data  asked 
for,  and  resulting  later  on  in  the  imposition  of  the  $5,Q00  fine,  which 
the  Supreme  Court  of  the  District  says  we  had  a  perfect  right  to 
impose,  and  could  have  collected  if  it  had  been  called  for  over  the 
signatures  of  the  president  or  cashier  attested  by  three  directors  in- 
stead of  the  president  and  cashier,  etc.    This  proceeds : 

Bank  Examiner.  By  the  examiner  taking  a  list  of  those  loans  and  askin? 
you,  as  would  be  necessary,  as  to  whether  this  loan  or  that  loan,  going  right 
down  the  list,  were  notes  on  which  you  personally  got  the  proceeds,  or  wen1 
given  for  the  accommodation  of  others,  would  you  be  able  to  state  which  were 
for  the  accommodation  of  others  during  the  past  years? 

Mr.  Xevius.  I  might  not  be  able  to  state  that  definitely. 

It  was  a  state  of  delightful  confusion,  so  far  as  the  officers  of  the 
bank  were  concerned.    They  might  be  able  to  get  it  and  they  might 
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not,  according  to  Mr.  Nevius's  statement,  but  the  practice  had  been 
going  on  for  a  period  of  years. 

Bank  Examiner.  There  Is  nothing  on  the  records  that  would  enable  you  to 
state  positively?  They  were  all  recorded  in  your  account  as  loans  to  you, 
whether  the  proceeds  went  to  somebody  else  or  not? 

Mr.  Nevius.  They  were. 

Bank  Examiner.  Have  you  any  private  records  which  would  show? 

Mr.  Nevius.  I  have  never  kept  a  private  record  of  that  kind. 

Then  our  letter  continues: 

This  office  regrets  to  inform  you  that  it  has  reason  to  believe  that  the 
"  t lummy  "  loans  above  referred  to  were  by  no  means  all  of  the  loans  of  this 
character,  or  lack  of  character,  which  the  officers  of  your  bank  have  been 
dealing  In,  with  or  without  the  knowledge  of  its  directors. 

The  last  report  of  the  bank  examiner  shows  that,  although  direct  loans  to 
jour  president,  your  two  vice  presidents,  and  your  cashier  have,  during  his 
investigation  of  your  bank,  been  apparently  pretty  much  eliminated  from  the 
bank,  this  was  done  partly  by  the  transferring  of  the  loans  of  your  officers  to 
other  tianking  institutions  in  the  district.  One  institution  here,  it  appears,  has 
loaned  nearly  $100,000  to  your  cashier. 

The  cashier  was  the  man  referred  to  this  morning  who  had  been 
systematically  defrauding  the  customer's  of  the  bank. 

Xhe  Chairman'.  That  was  H.  H.  Flather,  who  resigned  ? 

Mr.  Wiixiams.  Yes;  the  cashier.  I  continue  reading  from  the 
letter: 

One  institution  here,  it  appears,  has  loaned  nearly  $100,000  to  your  cashier 
and  one  of  your  bookkeepers,  and  the  loans  of  the  banking  institutions  of  the 
District  to  four  of  your  officers  at  a  recent  date  amounted  in  the  aggregate  to 
Approximately  $400,000.  for  much  of  which  highly  speculative  and  risky  securi- 
ties were  hypothecated  by  these  borrowing  officers. 

In  view  of  all  the  foregoing  conditions  I  feel  it  necessary  to  call  upon  you 
to  furnish  this  office,  in  addition  to  the  report  of  interest  items  on  direct  loans, 
also  a  report  of  all  interest  payments  or  discounts  collected  by  the  Riggs 
National  Bank  during  the  past  five  years  on  all  indirect  or  "  dummy  "  loans, 
or  loans  made  to  others  in  all  cases  where  the  officers  or  employees  of  the  Riggs 
National  Bank  got  the  proceeds  of  such  notes  (or  any  portion  thereof),  or 
when  they  furnished  the  collateral  (or  any  part  thereof),  by  which  such  notes 
were  secured,  and  in  the  case  of  each  interest  payment  on  such  loans  show  the 
rate  per  cent  per  annum  on  the  amounts  thus  collected  by  the  bank. 

Then  on  page  loo,  omitting  several  paragraphs,  I  read  this  para- 
graph: 

For  the  officers  of  a  national  bank  to  obtain  the  use  of  Its  money  by  indirect 
methods,  especially  by  requiring  their  clerks  or  employees  to  execute  notes  for 
the  accommodation  of  these  officers,  in  order  to  cover  up  operations;  for  the 
hank's  funds  to  be  gotten  secretly  by  means  of  "  dummy  "  loans  or  other  devious 
methods  and  used  by  its  officers  for  their  private  deals  and  speculations  without 
the  knowledge  or  approval  of  either  the  discount  committee  or  the  board  are 
practices  manifestly  reprehensible  and  dangerous  and  clearly  subversive  of 
the  most  primary  rules  and  ethical  standards  which  should  govern  and  control 
both  the  employees  and  officers  of  any  well-conducted  bank.  It  is  believed 
that  these  practices  will  not  be  tolerated  or  condoned  by  any  competent,  faith- 
ful, and  Intelligent  board  of  directors  when  they  are  discovered  and  brought  to 
their  attention. 

You  are  not  requested  to  send  a  copy  of  this  letter  at  once  to  each  member 
of  your  board  of  directors  with  the  request  that  its  receipt  be  acknowledged 
to  this  office  over  the  signature  of  each  director. 

The  first  examination  of  your  bank  made  after  March  4.  1913,  namely,  the 
examination  of  May,  1913,  showed  that  nearly  two-thirds  of  the  entire  capital 
of  your  bank  was  being  borrowed  by  its  president,  its  two  vice  presidents,  its 
cashier,  and  its  other  directors.  These  loans  were  in  addition  to  other  large 
loans  which  were  also  being  made  to  firms  or  business  concerns  of  your 
directors,  which  sums  largely  increased  the  total.    The  loans  at  that  time  to 
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your  president,  your  two  vice  presidents,  and  your  cashier  exceeded  $260,000 
exclusive  of  the  Indirect  or  "  dummy  "  loans  which  some  of  your  officers  were 
also  borrowing  at  that  time,  as  has  been  developed  in  the  recent  investigation 
by  the  bank  examiner. 

At  the  time  of  the  next  examination  of  your  bank,  October,  1913,  the  loans  to 
officers  and  directors  had  been  somewhat  reduced,  but  still  amounted,  exclusive 
of  indirect  or  "  dummy  "  loans,  to  approximately  60  per  cent  of  the  bank's 
capital,  although  the  examiner  reported  at  that  time  that  the  bank  was  short 
In  its  reserve. 

And  on  page  158 : 
In  his  report  of  this  examination- 
October,  1913,  the  last,  examination  prior  to  the  examination  by 
Examiner  Trimble  in  May,  1914 — 

complained  that  he  experienced  considerable  difficulty  in  balancing  the  notes 
of  the  bank,  due  to  the  fact  that  no  one  man  seemed  to  have  control  over  them, 
and  as  a  result  they  were  found  in  different  departments  of  the  bank,  scattered 
about,  some  in  one  place  and  some  in  another. 

******* 

It  should  be  remembered  that  It  was  not  many  years  ago  that  the  president 
of  a  large  and  prominent  western  bank,  who  had  posed  as  the  leading  citizen  in 
his  community,  using  the  funds  of  his  bank  secretly  for  his  private  deals,  went 
from  bad  to  worse  and  was  finally  overtaken  and  sentenced  to  a  lopg  term  in 
the  Leavenworth  Penitentiary. 

It  is  earnestly  hoped  that  the  conditions  in  the  Riggs  National  Bank,  con- 
cerning which  the  management  has  been  repeatedly  warned,  may  be  fully  and 
thoroughly  corrected,  rather  than  grow  worse. 

It  seems  amazing  that  with  the  repeated  remonstrances  and  the 
criticisms  from  the  office  of  the  comptroller  the  bank  should  have 
complained,  as  Mr.  Hogan  did,  that  there  had  been  no  criticisms 
made  and  no  suggestions  given  by  the  comptroller's  office  as  to  what 
reforms  should  be  instituted. 

Mr.  Chairman  and  gentlemen,  I  will  ask  your  indulgence  while  I 
read  to  you  my  letter  of  March  25,  1915,  imposing  and  assessing  the 
fine  of  $5,000  against  the  bank : 

Treasury  Department, 
Comptroller  of  the  Currency. 

Washington,  March  30,  1915. 
The  Riggs  National  Bank, 

Washington,  D.  C. 

Sirs  :  On  January  22,  1915,  the  Comptroller  of  the  Currency  addressed  yon 
the  following  letter  calling  upon  you  to  furnish  this  office  certain  special  re- 
ports, which,  in  the  judgment  of  the  comptroller,  were  necessary  in  order  to 
a  full  and  complete  knowledge  of  the  conditions  of  the  Riggs  National  Bank: 

January  22,  1915. 

The  Riggs  National  Bank, 

Washington,  D.  C. 

Sirs:  In  view  of  conditions  in  your  bnnk  brought  to  light  by  the  national 
bank  examiner,  this  office,  in  order  that  it  may  be  more  fully  informed  as  to 
the  extent  to  which  funds  of  your  bank  have  been  used  by  its  officers  for  per- 
sonal and  private  benefit  through  indirect  or  "  dummy  "  or  concealed  loans,  a? 
well  as  through  direct  borrowings,  requests  that  you  prepare  and  deliver  to  this 
office  within  10  days,  under  penalties  provided  in  sections  5211  and  5213,  Re- 
vised Statutes  of  the  United  States,  a  statement  or  report  showing: 

First.  All  direct  loans  made  by  the  Riggs  National  Bank  since  its  organiza- 
tion, either  severally  or  jointly,  to  Charles  C.  Glover,  W.  J.  Flather.  M.  E.  Aitefc 
H.  H.  Flather,  Joshua  Evans,  jr.,  or  any  of  them,  and  to  members  of  the  re- 
si>ective  families  of  the  above  named,  giving  a  full  description  of  the  notes  ami 
the  collateral,  if  any,  by  which  said  loans  were  secured. 

Second.  All  indirect  or  "dummy "  or  concealed  loans  made  by  the  Itiges 
National  Bank  since  its  organization  for  the  benefit  (directly  or  Indirectly)  of 
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the  individuals  named  above,  or  any  of  them,  including  all  loans  which  C.  C. 
Glover,  W.  J.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  jr.,  or  any  of  them,  in- 
dorsed or  for  which  they  furnished  the  whole  or  any  portion  of  the  collateral 
by  which  loans  to  others  were  secured,  and  including  all  loans  made  in  the 
name  or  names  of  others,  the  whole  or  a  portion  of  the  proceeds  of  which 
were  turned  over  to  the  said  Glover,  Ailes,  W.  J.  Flather,  H.  H.  Flather,  Joshua 
Evans,  jr.,  or  any  of  them;  giving  a  full  description  of  all  notes  and  of  the  col- 
lateral, if  any,  by  which  they  were  secured,  also  showing  what  portions  of  the 
pioceeds  of  said  notes  were  received  by  or  credited,  respectively,  to  the  said 
(Jlover,  W.  J.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  jr.,  and  also  showing 
clearly  the  ownership  at  the  time  of  the  making  of  the  said  loans  of  the  col- 
lateral securing  them  in  each  case. 

Let  your  reply  be  under  oath  and  over  the  signatures  of  C.  C.  Glover,  W.  J. 
Flather,  H.  H.  Flather,  M.  E.  Ailes,  and  Joshua  Evans,  jr. 
Respectfully, 

John  Skelton  Williams, 
Comptroller  of  the  Currency. 

The  investigations  of  the  bank  examiner  had  raised  serious  questions  as  to 
whether  or  not  your  bank  had  collected  the  proper  amount  of  interest,  which  it 
was  entitled  to  receive,  from  its  officers  on  loans  (large  and  small)  which  had 
been  made  to  these  officers  personally,  sometimes  directly  on  notes  signed  by 
themselves  and  sometimes  indirectly  on  "  dummy  "  notes  signed  by  clerks  of  the 
Kiggs  National  Bank,  or  of  other  banking  institutions,  or  by  outsiders,  which 
said  "  dummy "  loans  were  usually  secured  by  "  collateral "  provided  by  the 
officers  of  the  Riggs  National  Bank. 

It  was  believed  to  be  desirable  and  Important  in  order  to  determine  the  pres- 
ent true  condition  of  the  Riggs  National  Bank,  and  the  sums  of  money  which 
the  bank  was  rightfully  entitled  to  and  which  it  might  not  have  collected  from 
its  debtors,  that  these  special  reports  should  be  furnished  to  the  comptroller's 
office  within  the  time  mentioned  in  the  letter  aforesaid. 

You  acknowledged  receipt  of  the  letter  from  this  office  of  January  22,  1915, 
under  date  of  February  1,  1915,  and  refused  to  furnish  the  special  reports 
called  for. 

This  office  could  not  accept,  as  an  excuse  for  your  refusal,  the  claim  made  in 
your  letter  that  the  large  amount  of  money  which  the  national  bank  examiner 
found  the  Riggs  National  Bank  lending  to  its  own  officers  at  the  time  of  his 
examination  last  summer,  on  both  direct  and  Indirect  or  "  dummy "  loans, 
amounting  to  some  hundreds  of  thousands  of  dollars,  had  nearly  all  been  paid. 
Their  repayment  did  not  dispose  of  unsettled  and  important  questions  affecting 
the  condition  of  your  bank.  It  is  instructive,  though  not  reassuring,  just  here 
to  point  out  that  these  payments  were  largely  made  by  transferring  the  loans  of 
your  officers  to  other  national  banks  and  to  some  of  the  trust  companies  of  the 
District.  The  reports  of  national-bank  examiners  to  this  office  indicate  that  the 
money  being  borrowed  at  a  recent  date  from  national  banks  and  from  trust 
companies  of  the  District  by  four  of  the  senior  and  junior  active  officers  of  your 
bank  amounted  to  more  than  seven  hundred  and  fifty  thousand  dollars 
($750,000). 

That  shows  the  extent  at  that  moment  of  their  speculations,  as  far 
as  ascertained  by  the  examiners'  reports. 

These  loans  were  all  being  carried  by  banking  institutions  In  which  one  or 
more  of  your  officers  were  either  directors  or  employees. 

We  do  not  know  what  their  borrowings  were  in  other  State  banks 
and  other  national  banks,  but  in  these  particular  institutions  this 
small  group — these  for  officers  of  this  bank — were  borrowing  more 
than  $750,000. 

Senator  Gronna.  From  outside  banks  ? 

Mr.  Williams.  Yes,  sir.    Mind  you,  this  says : 

These  loans  were  all  being  carried  by  banking  institutions  in  wThlch  one  or 
more  of  your  officers  were  either  directors  or  employees,  and  by  two  of  the  local 
trust  companies. 

Through  the  influence  of  these  officers  with  these  institutions,  with 
which  they  were  officially  connected  in  one  way  or  another,  they  got 
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these  large  loans,  amounting  at  that  time  to  over  $750,000,  just  these 
four  officers  of  Riggs  Bank. 

The  Chairman.  I  suppose  Mr.  Glover  could  have  borrowed  that 
sum  himself  in  *anv  one  of  these  banks,  could  he  not,  without  anv 
trouble  ? 

Mr.  Williams.  He  would  not  do  it  with  the  approval  of  the 
Comptroller  of  the  Currency.  There  is  no  one  of  these  banks  in 
Washington  that  would  have  had  authority  to  lend  $750,000.  And 
I  will  say  this,  that  it  could  not  have  been  done  in  the  District  with- 
out resorting  to  dummy  loans  and  concealing  it  from  the  bank  exam- 
iners. 

The  Chairman.  So  far  as  his  credit  is  concerned,  he  would  be 
good  for  that  amount,  I  suppose  ? 

Mr.  Williams.  I  do  not  know,  Mr.  Chairman,  as  to  what  Mr. 
Glover  is  worth  or  what  his  borrowing  capacity  may  be.  That  is 
not  the  question  we  were  discussing  at  all.  I  do  not  see  how  his 
ability  to  borrow  money  enters  into  it.  I  am  talking  about  what 
these  officers  were  borrowing  from  banks  under  the  supervision  of 
this  office,  on  speculative  securities,  largely.  I  am  not  undertaking 
to  say  to  what  extent  Mr.  Glover,  as  an  individual,  may  go  any- 
where and  borrow  money.  That  is  not  my  province  at  this  time.  It 
would  be  my  province  to  see  that  Mr.  Glover  did  not  borrow  from 
any  one  national  bank  more  than  the  amount  he  was  permitted  by 
law  to  borrow  from  that  bank,  and  to  see  that  he  did  not  borrow  in 
an  indirect  way  more  than  the  amount  fixed  by  the  law. 

The  Chairman.  Had  he  borrowed  more  than  he  was  entitled  to? 

Mr.  Williams.  I  do  not  know,  because  he  refused  to  give  me  that 
information. 

The  Chairman.  I  suppose  an  examination  of  the  other  national 
banks  would  disclose  that. 

Mr.  Williams.  I  do  not  know.  I  asked  the  Riggs  Bank  to  give 
me  a  list  of  the  loans  made  directly  and  indirectly  to  officers,  and 
they  refused.    This  proceeds: 

'  These  loans  were  all  being  carried  by  banking  institutions  in  which  one  or 
more  of  your  officers  were  either  directors  or  employees  and  by  two  of  the  local 
trust  companies,  and  were  secured  mainly  by  stocks  and  bonds,  many  of  the 
stocks  decidedly  speculative,  such  as  Greene-Cananea  Copper,  Lanston  Mono- 
type, Nevada  Consolidated  Copper,  Missouri  Pacific  Railway,  American  Can 
common,  Reading  common,  B.  &  O.  common,  United  States  Steel  common.  Pacific 
Gas  &  Electric  Co.  common,  Wabash  fours.  Pacific  Coast  second  preferred,  United 
States  Rubber  preferred,  Intercontinental  Rubber  common,  Pittsburgh  Coal 
preferred,  Washington  Railway  &  Electric,  Seaboard  Air  Line  preferred,  South- 
ern Railway  preferred,  Utah  Copper,  and  Washington  Utilities  Co.  stock:  and 
they  were  hypothecated  in  these  loans  nearly  all  of  the  stock  of  the  Riggs 
National  Bank  owned  by  the  borrowing  officers. 

In  addition  to  pledging  and  hypothecating  these  speculative  securi- 
ties, which  they  bought  on  margin,  they  had  also  hypothecated  nearly 
all  of  the  stock  of  the  Riggs  Bank  owned  by  these  particular  four 
borrowing  officers.  Suppose  anything  had  happened  to  the  bank 
and  it  should  have  been  necessary  to  assess  the  stock,  what  could  they 
have  done? 

It  should  ho  here  noted  that,  in  the  opinion  of  this  office,  no  excuse  has  ever 
been  given  for  the  action  of  your  president  in  getting  $86,500  of  money  from 
the  bank  without  the  knowledge  of  its  directors  as  to  the  real  borrower,  on  a 
note  signed  by  the  assistant  paying  teller  of  the  bank  (salary  $2,100)  for  use 
in  one  of  his  [C.  C.  Glover's)  personal  real  estate  deals  or  transactions.     The 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  699 

statement  that  the  real  estate  notes,  arising  from  the  deal,  might  be  sold  to  a 
customer,  or  customers,  of  the  bank  and  thus  accommodate  such  customer  does 
not  relieve  this  dummy  or  concealed  loan  of  odium.  The  practice,  which  ap- 
pears to  have  been  In  vogue  in  your  bank  for  some  years  past,  for  the  officers 
or  junior  clerks  of  your  bank  to  borrow  Its  funds,  sometimes  in  their  own  name 
and  sometimes  in  the  name  of  dummies  and  sometimes  as  dummies  for  others, 
on  speculative  stocks  and  bonds  is  unbusinesslike,  sets  a  very  bad  example  to 
the  bank's  over  employees,  and  is,  in  fact,  thoroughly  reprehensible  and  can 
not  be  too  strongly  condemned,  notwithstanding  the  fact  that  your  president, 
as  late  as  January  11,  1915,  referring  to  the  $86,500  of  money  borrowed  by  him 
in  the  name  of  the  paying  teller  of  the  bank  said,  when  being  examined  under 
oath,  "I  did  not  see  any  reason  why  it  should  not  be  done  in  that  way."  And, 
ngain,  on  March  5,  1915,  after  he  had  had  opportunity  of  reflecting  upon  his 
conduct,  he  made  the  following  statement :  "  I  did  not  consider  I  was  doing 
anything  wrong,"  indicating  an  ethical  standard  which  is  not  consistent  with 
the  recognized  conceptions  of  sound  banking. 

The  Chairman.  That  loan  was  in  connection  with  the  purchase  of 
the  Navy  Annex  Building,  was  it  not  ?  It  was  the  purchase  of  some 
real  estate?  ' 

Mr.  Williams.  Some  real  estate  loan  for  which  it  was  desired  to 
obtain  a  commission.  I  may  speak  more  feelingly  about  these  prac- 
tices than  you  think  the  situation  justifies,  but  I  assure  you  I  think 
you  would  feel  as  strongly  as  I  do  if  you  could  see  the  wrecks  of 
the  banks  which  have  been  occasioned  by  practices  of  this  kind,  where 
the  officers,  the  men  on  the  inside,  have  obtained  money  in  an  ir- 
regular or  unlawful  way.  More  banks  are  broken  from  the  inside 
than  from  the  outside.  I  should  say  that  of  the  bank  failures  in  this 
country  ten  times  as  many  banks  have  been  broken  by  men  on  the 
inside  in  the  past  50  years  as  have  been  destroyed  by  burglars  from 
the  outside — ten  times  as  many.  I  can  realize  that  my  correspond- 
ence may  have  seemed  to  some  of  you  to  have  been  a  little  impatient, 
but  I  earnestly  urge  that  you  consider  the  fact  that  the  situation 
had  impressed  me  as  being  an  exceedingly  dangerous  one ;  one  which 
had  been  going  on  for  a  long  time,  and  which  I  was  gravely  appre- 
hensive would  bring  serious  loss,  if  not  ruin,  unless  it  was  checked ; 
and  I  am  happy  to  say  that  these  practices  were  largely  checked  as  a 
result  of  the  activities  of  the  comptrollers  office,  and  they  were  not 
checked  a  bit  too  soon. 

These  stock  operations  were  suspended,  I  think,  probably  in  June, 
1914,  or  just  a  month  before  the  markets  of  the  world  were  frozen 
up  as  a  result  of  the  outbreak  of  the  European  war.  If  they  had 
continued  in  the  full  swing  of  speculation  up  to  the  1st  of  August 
I  think  it  is  reasonable  to  apprehend  that  the  conditions  would  have 
been  very  much  more  serious  than  they  were  for  this  bank.  But 
as  a  result  of  the  earnest  admonitions  and  remonstrances  of  the 
comptroller's  office,  the  private  wires  were  done  away  with,  and  the 
clientele  which  were  accustomed  to  frequent  the  corridors  of  the 
bank  for  their  speculative  ventures  went  elsewhere. 
(Continuing  to  read:) 

Such  practices  are  sometimes  attended  with  direful  consequences  to  em- 
ployees as  well  as  to  the  bank  whose  funds  are  being  jeopardized,  as  the 
following  press  dispatch  relating  to  the  tragic  fate  of  a  receiving  teller  in  a 
Cleveland,  Ohio,  bank  whose  borrowings,  $773  were  insignificant  as  compared 

with  the  loans  to  your  officers  and  employees,  pathetically  and  clearly  shows 

"  Cleveland,  March  18. 

41  Bertram  O.  Hill,  38,  receiving  teller  at  the  Cleveland Bank,  shot  and 

instantly  killed  himself  to-day.     *     *     * 

"  Shortly  before  his  suicide  Hill  received  a  letter  from  a  Pittsburgh  bank 
reminding  him  payment  was  expected  Friday  of  his  note  for  $770." 
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The  suggestion  you  have  offered  that  the  bank  examiner  should,  himself, 
get  from  your  books  the  details  as  to  your  "  dummy  "  or  "  concealed  "  loans,  I 
regret  to  say  can  hardly  be  regarded  as  being  ottered  In  good  faith,  in  view  of 
the  testimony  given  under  oath  by  different  officers  of  your  hank  that,  in  report- 
ing "dummy"  or  concealed  loans  to  the  discount  committee  and  to  the  board 
of  directors,  the  names  of  the  real  borrowers  were  not  made  known — **  as  far 
as  I  know  they  only  knew  the  name  of  the  person  who  gave  the  note."  I  Testi- 
mony of  Vice  President  Flather  under  oath,  Jan.  15,  1915],  and  the  subsequent 
testimony  of  your  paying  teller  on  March  5,  1915,  that  there  was  nothing  in 
the  books  or  records  which  would  show  positively  which  loans  were  "  dummy  ** 
loans  and  that  in  order  to  select  such  loans  from  the  records  he  would  "  have 
to  rely  on  memory." 

On  February  11,  1915,  this  office  wrote  you  as  follows : 

44  Treasury  Department. 
44  Comptroller  of  the  Currency, 

44  Washington,  February  11, 1912. 
"  The  Riggs  National  Bank, 

44  Washington,  D.  C. 
44  Sirs  :  On  the  22d  ultimo  this  office  requested  you  to  prepare  and  furnish 
within  10  days,  under  the  penalties  provided  in  sections  5211  and  5213,  R.  S., 
u  statement,  or  report,  showing: 

44  First.  All  direct  loans  made  by  the  Riggs  National  Bank  since  its  organiza- 
tion, either  severally  or  jointly,  to  Charles  C.  Glover,  W.  J.  Flather,  M.  E.  Ailes, 
H.  H.  Flather,  Joshua  Evans,  jr.,  or  any  of  them,  and  to  members  of  the 
respective  families  of  the  above  named,  giving  a  full  description  of  the  notes 
and  the  collateral,  if  any,  by  which  said  loans  were  secured. 

44  Second.  All  indirect  or  4  dummy '  or  concealed  loans  made  by  the  Rigg* 
National  Bank  since  its  organization  for  the  benefit  (directly  or  indirectly)  of 
the  individuals  named  above,  or  any  of  them,  including  all  loans  which  C.  C 
Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  jr..  or  any 
of  them  indorsed  or  for  which  they  furnished  the  whole,  or  any  portion  of  the 
collateral,  by  which  loans  to  others  were  secured,  and  including  all  loans  made 
in  the  name  or  names  of  others,  the  whole  or  a  portion  of  the  proceeds  of 
which  were  turned  oyer  to  the  said  Glover,  Ailes,  W.  J.  Flather,  H.  H.  Flather, 
Joshua  Evans,  jr.,  or  any  of  them,  giving  a  full  description  of  all  notes  and 
of  the  collateral,  if  any,  by  which  they  were  secured,  also  showing  what  por- 
tions of  the  proceeds  of  said  notes  were  received  by  or  credited,  respectively, 
to  the  said  Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Ailes,  or  Joshua  Evans. 
Jr.,  and  also  showing  clearly  the  ownership  at  the  time  of  the  making  of  the 
said  loans  of  the  collateral  securing  them  in  each  case." 

This  office  has  received  a  letter  from  you  dated  February  1,  1915,  in  which 
you  claim  that  the  loans  heretofore  made  to  Its  officers  by  the  Riggs  National 
Bank  have  now  been  paid,  and  that  the  only  loan  to  any  member  of  the  respec- 
tive families  of  the  officers  named  is  a  certain  loan  to  the  wife  of  your 
cashier. 

You  also  say: 

•4  Replying  to  your  second  request,  we  beg  to  say  that  this  bank  has  never 
made  any  4  dummy  •  or  4  concealed  '  loans  to  any  of  the  officers  named    *     *     V* 

This  office  has  information  which  indicates  to  the  contrary. 

You  say,  referring  to  letter  from  the  comptroller's  office  of  the  22d  ultimo : 

44As  the  statement  which  you  request  would  require  an  examination  of  all 
of  the  books  of  this  bank  during  the  18  years  of  its  existence,  thus  entailing 
serious  loss  of  time  and  diverting  the  attention  of  our  officers  and  employees 
from  our  current  business,  and  as  it  could  not,  except  as  to  the  loan  to  Mrs. 
Emma  A,  Flather,  a  full  report  of  which  we  have  given  you  above,  possibly 
add  anything  to  your  full  and  complete  knowledge  of  the  condition  of  this 
bank,  for  which  purpose  only  section  5211  authorizes  you  to  call  a  special 
report,  we  decline  to  furnish  it." 

It  is  with  regret,  although  not  with  surprise,  that  the  comptroller  notes  your 
official  admission  that  the  preparation  of  a  statement  showing  the  borrowings 
from  the  Riggs  National  Bank  of  its  own  officers — its  president,  Its  two  vl<i* 
presidents,  its  cashier,  and  its  assistant  cashier — would  be  a  task  of  such  large 
dimensions  as  would  "entail  serious  loss  of  time  and  diverting  the  attention 
of  our  [yourl  officers  and  employees  from  our  [your]  current  business." 

The  comptroller  desires  me  to  notify  you  that  for  your  refusal  to  furnish  to 
this  office  the  report  called  for  in  the  letter  from  the  Comptroller  of  the  Cur- 
rency of  the  22d  ultimo  you  are  liable  for  a  continuing  penalty  of  $100  per  day, 
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as  set  forth  in  the  letter  of  the  22d  ultimo,  above  referred  to,  in  accordance  with 
sections  5211  and  5213  of  the  Revised  Statutes. 
Respectfully, 

T.  P.  Kane, 
Acting  Comptroller. 

You  are  now  hereby  notified  that  for  your  failure  to  make  and  transmit  to 
this  office  within  the  time  mentioned,  or  within  five  days  after  the  expiration 
of  said  time,  the  special  report  or  reports  called  for  in  the  aforesaid  letter  of 
January  22,  1915,  you  are  hereby  assessed  and  directed  to  pay  the  penalty  of 
$100  per  day  for  each  day  from  February  8,  1915,  to  date,  March  30,  1915,  both 
dates  inclusive,  in  accordance  with  the  Revised  Statutes  of  the  United  States. 
Said  penalties  amount  to  this  time  to  $5,000,  which  sum  you  are  hereby  directed 
to  pay  at  once  into  the  Treasury  of  the  United  States  under  the  provisions  of 
the  statutes  above  referred  to. 

You  are  furthermore  notified  that  continued  failure  on  your  part  to  furnish 
the  reports  called  for  in  the  letter  from  this  office  of  January  22,  1915,  will  sub- 
ject you  to  further  and  continuing  penalties  under  the  provisions  of  sections 
3211  and  5213  of  the  Revised  Statutes  of  the  United  States. 

The  $5,000  assessment  imposed  as  above  stated  is  in  addition  to  all  other 
penalties  which  you  have  incurred  and  are  incurring  for  your  failure  to  furnish 
other  special  reports  which  have  heretofore  been  called  for  by  the  Comptroller 
of  the  Currency,  in  accordance  with  the  provisions  of  sections  5211  and  5213  of 
the  Revised  Statutes. 

I  call  your  attention  to  the  fact  that  those  other  penalties  were 
never  assessed  at  any  time  by  the  comptroller's  office. 

Now,  gentlemen,  as  to  the  views  of  the  court,  the  language  of  the 
court  itself  on  this  subject,  as  to  whether  there  was  any  evidence  in- 
dicative of  any  conspiracy  to  injure  by  the  Secretary  oi  the  Treasury 
or  the  Comptroller  of  the  Currency,  I  ask  your  attention  to  page  625 
of  the  record  of  the  supreme  court  of  the  District,  where  the  court 
savs : 

I  think  the  proof  of  good  faith  on  the  part  of  Mr.  McAdoo,  whatever  he  had 
to  do  with  this  matter,  and  of  the  comptroller,  is  absolute  and  complete. 

(Thereupon,  at  5  o'clock  p.  m.  an  adjournment  was  taken  until  to- 
morrow, Tuesday,  July  29, 1919,  at  10  a.  m.) 
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KOMKATIOiN  OF  JOHiN  SKELTOiN  WILLIAMS. 


TUESDAY,  JULY  29,  1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  I).  C. 

The  committee  met,  pursuant  to  adjournment,  at  10.10  o'clock  a.  m. 
in  the  committee  room,  Senate  Office  Building,  Senator  George  P. 
McLean  presiding. 

Present  Senators  McLean  (chairman),  Penrose,  Calder,  and  New- 
berry, 

Present  also  Hon.  John  Skelton  Williams,  Comptroller  of  the  Cur- 
rency, and  others. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS— Resumed. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  before  proceeding 
with  the  subject  which  we  had  under  discussion  when  I  left  off  yester- 
day, I  am  wondering  if  1  might  ask  the  committee,  if  it  be  agreeable 
to  them,  to  indicate  to  me  how  much  longer  thes?  hearings  are  likely 
to  continue.  I  am  very  much  aware  of  the  fact  that  the  time  of  the 
committee  is  exceedingly  valuable,  we  have  already  consumed  some 
three  weeks  time,  I  think,  in  February  before  a  previous  committee 
of  the  Senate,  which  made  a  favorable  report  on  this  matter,  and 
these  hearings  have  been  going  on  now  for  about  a  month.  The 
Comptroller  of  the  Currency  has  under  his  supervision,  and  is  to  a 
certain  extent  responsible  for  the  lawful  and  proper  administration 
of,  as  far  as  the  national  banking  act  is  concerned,  some  8,000 
national  banks. 

The  office  of  Comptroller  of  the  Currency,  which  I  have  had  the 
honor  of  holding,  is  not  an  easy  job,  and  it  is  certainly  not  the  desire 
for  financial  remuneration  that  has  made  me  continue  to  hold  it. 
I  have  done  the  best  that  I  could  as  comptroller  in  the  discharge  of 
the  obligations  which  I  assumed  when  I  took  the  oath  of  office,  and, 
as  to  whether  those  efforts  have  been  sucessful  or  not,  I  point  to  the 
record.  This  record  shows  that  for  the  past  five  or  six  years  that 
I  have  had  charge  of  this  work,  the  results  have  been  the  most  satis- 
factory of  any  similar  period  in  the  country's  history. 

In  the  past  two  and  one-half  years  of  strain  and  stress  and  trial 
of  war  the  record  shows  that  the  failures  of  national  banks  has  been 
fewer  than  at  any  previous  period  since  the  national-bank  act  wa> 
originally  pass:d.  As  a  matter  of  fact,  this  record  shows  that  in  tlj* 
preceding  25  years  the  number  of  national-bank  failures,  per  MM 
operated  banks  was  16  times  greater  per  annum  than  in  the  past  t  v> 
and  a  half  years  of  unprecedented  strain  and  trial. 

70* 
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The  records  also  show  that  in  the  matter  of  growth  and  resources 
the  national  banks  have  increased  more  in  the  past  5  or  6  years  than 
in  the  previous  47  years.  They  also  show  that,  despite  the  fact  that 
the  national  banks  have  been  required  to  observe  the  law  more  closely 
and  more  rigidly  than  ever  before  and  that  they  have  observed  the 
law  more  closely,  their  earnings  have  been  far  greater  than  in  any 
previous  years  or  in  any  previous  administration  both  as  to  the 
gross  receipts  and  as  to  tne  net  earnings. 

Those  figures  which  I  have  briefly  summarized  reflect  upon — and, 
I  think  you  will  agree,  very  favorably — the  administration  of  the 
office  in  the  past  five  or  six  years. 

The  Chairman.  That  is  generally  true  in  regard  to  State  banks,  as 
well  as  national  banks,  is  it  not,  Mr.  Williams? 

Mr.  Williams.  The  showing  of  State  banks  is  nothing  like  as 
favorable.  There  are  in  the  record  figures  which  show  that  to  be 
true.  I  shall  be  very  glad  to  refer  you  to  that  portion  of  the  record. 
where  a  comparison  has  been  made  in  the  previous  hearings,  if  you 
desire  it. 

As  to  the  criticisms  and  complaints  which  have  been  of  the  comp- 
troller's office  and  his  administration,  as  I  stated,  the  Comptroller  of 
the  Currency  has  under  his  supervision  more  than  7,850  national 
banks,  with  which  he  is  in  immediate  touch  and  almost  daily  corre- 
spondence. If  those  national  banks  had  been  the  victims  of  di>- 
crimmation  or  of  injustice,  it  is  likely  that  some  of  them  wrould  have 
come  forward  to  file  their  complaints.  I  am  not  willing  to  believe 
that  the  national  bankers  of  the  country  are  cowards.  I  should 
resent  the  imputation  that  they  are.  If  they  had  a  grievance  they 
would  come  forward  like  men  and  state  it. 

But  what  do  we  find?  These  hearings  have  been  going  on.  at 
intervals,  for  nearly  six  months,  and  in  all  that  time,  although  there 
are  about  25,000  executives  of  national  banks,  not  one  has  come  for 
ward  to  make  complaint  against  the  administration  of  the  Comp- 
troller of  the  Currency  of  his  own  accord.  And  of  those  who  have 
been  summoned  by  the  committee,  who  have  come  forward  and  have 
stated  to  you  that  they  came  forward  unwillingly,  if  we  include  all 
those,  there  has  only  been  one  officer  of  a  national  bank  come  forward 
to  testify  against  this  administration,  or  to  charge  partiality  or 
discrimination,  out  of  25,000,  and  that  one  officer  who  came  forward 
gave  testimony  here  which  has  been  shown  to  have  been  utterly  un- 
true and  unfair  on  the  testimony  of  witnesses  whose  statements  can 
not  be  challenged.  Aside  from  that  one  executive  of  one  national 
bank  summoned  by  this  committee  to  tell  all  he  knew,  and  who  did 
not  tell  what  he  knew,  but  whose  evidence  was  exceedingly  unfair  anil 
incorrect,  there  has  not  been  one  officer  of  one  national  bank  appear 
at  any  of  these  hearings  in  the  past  six  months. 

Who  has  come  forward  to  testify?  Where  have  the  complaint- 
come  from? 

The  principal  witness  has  been  an  executive  of  one  or  two  small 
savings  banks  of  the  District,  who  made  various  charges  and  coin- 
plaints  the  falsity  of  each  one  of  which  has  been  demonstrated  to  thi* 
committee.  And  as  to  the  character  of  that  witness,  he  has  been  shown 
by  testimony  given  there  to  be  thoroughly  discredited,  and  untrust- 
worthy, and  a  falsifier.  That  evidence  is  before  you  in  the  record. 
We  have  shown  that  his  original  complaint  was  based  upon  a  refusal 
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of  the  national-bank  examiner  to  permit  him  to  load  this  local  sav- 
ings bank  down  with  rotten  paper  from  a  string  of  banks  in  which 
he  and  a  number  of  his  confreres  were  interested  in  various  places 
in  the  South — as  I  say,  rotten  paper  which  no  bank  should  have 
entertained  for  one  second.  I  pointed  out  to  you  one  instance  where 
one  of  the  makers  of  this  paper  had  $16,000  or  it  in  this  local  savings 
hank,  and  how  the  maker  01  that  paper  was  sued  for  a  note  of  about 
$3,000  by  one  of  this  witness's  brothers  from  North  Carolina,  and  in 
reply  he  stated  that  he,  the  man  who  signed  that  $16,000  of  notes 
which  were  at  one  time  found  in  one  of  these  savings  banks,  was 
not  responsible  for  that  paper,  but  that  the  witness's  brother,  who 
was  running  a  bank  in  North  Carolina,  was  really  responsible,  and 
that  they  had  been  mixed  up  in  the  discreditable  and  disgraceful 
failure  of  three  or  four  banks  in  the  South,  and  that  when  these 
facts  were  coming  to  light  this  Wilmington  brother  of  this  Wash- 
ington witness  appealed  to  him  to  sign  notes  up  to  the  extent  of 
about  $100,000,  which  he  plastered  around  among  various  banks  or 
individuals  as  valid,  binding  obligations,  and  which  he  then  came 
forward  and  repudiated,  and  said  that  he  was  requested  by  the 
Wilmington  brother  of  this  discredited  witness  to  sign  them  to  save 
them  from  disgrace. 

When  the  comptroller's  office  had  obtained  a  copy  of  that  affi- 
davit making  those  allegations,  which  were  printed  in  the  record, 
there  was  a  hurrying  to  and  fro,  it  seems,  down  there  in  the  Caro- 
linas,  and  this  kinsman  of  the  local  Washington  banker  sent  for- 
ward a  statement,  requested  permission  to  amend  his  bill,  withdraw- 
ing the  grave  and  serious  charges  which  he  had  made  under  oath 
against  the  Wilmington  official,  who  was  a  director  in  the  local  bank 
of  which  his  brother.  Wade  Cooper,  was  president. 

It  is  a  question  for  you  to  decide  as  to  how  you  desire  to  regard 
him,  whether  as  a  willful  perjurer,  or  as  an  unwilling  witness 
against  the  discreditable  and  disgraceful  operations  of  his  kinsman. 

This  local  banker  himself  I  have  shown  vou  has  been  guilty  of 
transactions  and  operations  which  I  regard— and  I  believe  which 
any  Comptroller  of  the  Currency  who  ever  occupied  that  post  would 
have  regarded — as  disgraceful,  if  not  fraudulent.  I  have  no  hesi- 
tation in  stating  to  the  committee  that,  in  my  judgment,  men  of 
that  character  and  type  have  no  place  in  the  banking  business. 

My  attitude  toward  that  official  is  not  governed  in  any  way  by 
personal  feelings.  I  had  never  heard  of  him  until  I  came  to  Wash- 
ington, nor  had  I  ever  seen  him,  perhaps,  more  than  two  or  three 
times,  until  this  controversy  arose.  He  has  told  you  that  until 
last  Octobfer,  when  the  national-bank  examiner  insisted  upon  a 
reformation  of  conditions  in  the  local  banks,  his  relations  with  the 
comptroller  were  entirely  pleasant,  and  he  also  went  on  to  say 
in  October  last,  that  as  rar  as  the  national-bank  examiner  against 
whom  he  brought  those  charges  is  concerned,  he  regarded  him  as 
an  excellent  examiner,  except  for  what  he  claimed  to  be  his  personal 
prejudice  against  the  head  of  the  bank. 

Now,  gentlemen,  I  ask  your  attention  to  these  facts:  The  condi- 
tion of  the  national-banking  system,  the  administration  of  this  of- 
fice for  the  past  five  years  or  more  on  the  one  hand ;  and  the  com- 
plaints which  have  been  made  against  it  if  any.    I  do  not  know 
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of  any  well-founded  complaints  made  against  this  office  by  re- 
sponsible men  which  can  be  substantiated  or  corroborated. 

You  were  "good  enough,  Mr.  Chairman,  to  say  to  me  a  few  days 
ago  that  you  would  give  me  the  opportunity  of  answering  or  ex- 
plaining or  replying  to  any  charges  or  complaints  of  any  sort  that 
might  reach  this  committee  privately,  secretly,  or  otherwise. 

The  Chairman.  So  far  as  they  came  to  my  knowledge  as  chair- 
man. 

Mr.  Williams.  So  far  as  they  came  to  your  knowledge;  yes. 

Senator  Penrose.  What  did  vou  sav,  Mr.  Chairman? 

The  Chairman.  So  far  as  they  came  to  my  knowledge. 

Senator  Penrose.  I  have  received  a  vast  number  of  complaints 
about  the  comptroller's  office  from  Pennsylvania.  I  suppose  three- 
fourths  of  the  bankers'  in  the  State  have  written. to  me  complaining. 

Mr.  Williams.  I  should  be  very  happy,  Mr.  Chairman  and  gen- 
tlemen, to  be  given  the  opportunity  or  answering  any  complaints 
that  have  been  made  against  the  comptroller's  office.  I  do  not  think 
it  is  fair,  with  all  due  respect,  for  the  committee  to  act  upon  ex 
parte  complaints  which  are  not  answered. 

Senator  Penrose.  These  complaints  are  so  unanimous  they  are 
impressive.  I  have  not  gone  into  them  at  all.  Most  of  these  pen- 
tlemen  do  not  want  their  names  known  because  they  fear  thai 
things  might  be  uncomfortable. 

Mr.  Williams.  How  could  thev  be  uncomfortable  to  them? 

Senator  Penrose.  I  do  not  know.  I  am  not  a  banker,  and  do  not 
know. 

Mr.  Williams.  I  do  not  believe,  gentlemen,  that  any  member  of 
this  committee  is  willing  to  condemn  a  man  on  an  ex  parte  state- 
ment on  charges  of  which  he  is  entirely  ignorant.  I  am  not  willing 
to  believe  this  committee  would  be  governed  in  that  way.  It  would 
be  subversive  of  the  most  elemental  principles  of  justice  and  fair- 
ness. But  we  have  seen  the  character  of  some  of  the  complaints, 
the  hollow,  shallow,  mocking  character  of  some  of  the  complaints 
that  have  been  filed  with  vour  committee. 

I  have  pointed  out  to  you  the  resolutions  which  your  committee  was 
informed  were  passed  by  the  clearing-house  association  of  Win- 
chester, Kv.,  and  laid  before  this  committee  in  Februarv  bv  an 
eminent,  distinguished  former  Member  of  the  Senate,  and  when  he 
was  asked  what  clearing  house  passed  that  resolution  he  declined 
to  say.  A  member  of  the  Senate  committee  told  me  subsequently 
that  he  understood  that  the  resolution  came  from  Winchester,  Ky., 
and  I  have  shown  vou  that  a  few  weeks  later  a  national  bank  ex- 
aminer  wrote  to  me  and  stated  that  he  had  had  occasion  to  examine 
the  national  banks  of  Winchester,  Ky.,  a  few  days  before,  and  that 
in  the  course  of  his  examination  he  called  for  the  clearings  in  order 
that  he  might  check  them  up  with  the  clearing  house,  and  the  officer 
of  the  bank  to  whom  he  made  the  application  became  very  much 
confused. 

He  said,  "  We  have  no  clearing  house,  and  never  had  one." 

The  bank  examiner  said,  "Have  no  clearing  house?  Who  passed 
that  resolution  which  was  presented  before  the  Senate  condemning 
the  Comptroller  of  the  Currency?" 

His  confusion  increased.  He  said,  "  So  and  so,"  naming  an  offi- 
cer, or  the  teller,  in  the  other  national  bank  of  the  city — u  fie  and  1 
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got  that  up" — a  resolution  which  purported  to  be  a  resolution  of 
the  clearing  house,  and  was  sent  on  to  Washington  as  a  resolution 
of  the  clearing  house,  which  did  not  exist,  and  which  had  never 
existed.  He  said,  "I  got  that  up.  I  am  tired  making  out  those 
reports  for  Washington.    I  am  a  Republican,  anyhow." 

That  was  his  excuse  to  the  national-bank  examiner,  whose  evi- 
dence is  in  this  record.  And  there  is  a  fake  resolution  of  the  Win- 
chester clearing  house  laid  before  you  for  the  purpose  of  influenc- 
ing your  judgment  and  your  opinion,  by  two  pettv  officers  of  na- 
tional banks  there,  and  when  inquiry  was  made  of  tfie  president  and 
directors  about  that,  they  expressed  their  deep  regret  that  anything 
of  that  sort  should  have  happened,  and  said  that  they  knew  noth- 
ing of  it  at  all. 

The  Chairman.  You  do  not  mean  to  imply  that  the  Senator 
who  introduced  that  resolution  knew  that  it  was  a  fake? 

Mr.  Williams.  I  know  nothing  about  that.  I  told  you  in  the 
previous  hearing  that  the  same  Senator  who  introduced  that  reso- 
lution had  informed  your  committee  that  he  had  never  received 
a  letter  or  word  commendatory  of  the  Comptroller  of  the  Currency, 
and  that  subsequently,  when  it  was  discovered  that  I  knew  of  cor- 
respondence which  he  had  had  in  Lexington,  Ky.,  with  a  leading 
banker  of  that  city,  the  president  of  the  local  bankers'  association, 
he  said,  'Well,  I  was  going  to  mention  that  letter,"  but  he  never 
read  the  letter  to  the  committee,  and  that  letter  was  read  to  the 
committee  subsequently  by  me,  and  inserted  in  that  record,  in  which 
that  leading  banker,  a  man  who  had  had  40  years'  experience  in 
the  banking  business,  informed  the  Senator  that  he  had  been  in  the 
business  40  years,  and  that  he  had  seen  many  comptrollers  come  and 
go,  but  that  he  was  never  aware  of  an  administration  which  had 
been  more  successful  than  the  present  one.  The  letter  was  com- 
mendatory throughout.  He  saia  that  his  bank  had  never  been  put 
to  any  hardship,  and  that  he  welcomed  the  examinations  which 
were  being  made,  which  were  calculated  to  improve  and  strengthen 
their  position.  And  he  said,  "  In  order  that  you  may  see  that  I  am 
not  governed  by  partisan  motives,  I  am  a  rock-ribbed  McKinley 
republican,  and  always  expect  to  be.  But  I  think  it  is  only  fair 
to  the  comptroller  that  I  should  write  you  as  I  am  doing." 

When  the  Senator  stated  to  your  committee  that  he  had  never 
received  or  heard  a  commendatory  word  about  the  comptroller  he 
was  in  possession  of  that  letter,  freshly  received.  I  mention  the 
Winchester  resolutions  as  indicative  of  the  secret  propaganda  against 
the  comptroller's  office. 

Without  boasting,  I  desire  to  sav  that  the  comptroller's  office  is 
in  receipt  of  hundreds  of  letters  from  all  over  the  country,  from 
Republicans  and  Democrats  alike,  regardless  of  political  affiliations, 
commending  and  approving  in  the  highest  terms  the  methods  and 

Eolicies  which  have  oeen  instrumental  in  achieving  the  results  which 
ave  been  obtained  in  the  past  five  or  six  crucial  years. 
I  have  mentioned,  I  think,  the  only  national  bank  officer  who  has 
appeared  nolens  volens  before  this  committee,  and  whose  testimony 
has  been  shown  to  have  been  thoroughly  incorrect  on  the  one  hand, 
and  I  have  referred  to  the  only  other  bank  official  who  has  appeared 
before  this  committee,  and  I  pointed  out  to  you  the  character  of  the 
man  and  the  basis  for  his  complaints. 
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Now,  the  very  valuable  time  of  this  committee  has  been  consumed 
largely  in  the  past  in  listening  to  a  rehash  of  the  old  complaints  in 
regard  to  the  United  States  Trust  Co.  transaction  in  1913 ;  the  Biggs 
case  the  following  year.  Really,  gentlemen,  I  begrudge  on  your 
account  the  time  you  have  had  to  give  to  the  further  ventilation  of 
the  discussion  of  the  United  States  Trust  Co.  matter,  which  has 
already  been  reviewed  and  passed  upon  by  two  committees  of  the 
United  States  Senate  in  connection  with  my  nomination. 

I  also  regret  that  you  should  have  to  review  the  Riggs  Bank 
equity  case,  which  was  overwhelmingly  decided  in  favor  of  the  Sec- 
retary of  the  Treasury  and  the  Comptroller  of  the  Currency  in  the 
decision  handed  down  by  Justice  McCoy,  of  the  Supreme  Court  of 
the  District  of  Columbia,  first  in  the  interlocutory  decision,  and 
then  again  in  the  lengthy  decision  which  was  rendered  about  a  year 
later. 

Mr.  Darlington,  of  counsel  for  the  Riggs  Bank  or  some  of  its 
officials,  was  summoned,  I  understand,  by  this  committee  to  testify 
recently,  and  he  made  a  very  plain,  clear  statement  before  your  com- 
mittee, which  was  mainly  in  accordance  with  the  facts  of  the  case, 
with  the  exception  of  certain  criticisms  which  I  have  already  pointed 
out,  and  which  have  gone  into  the  record.  As  far,  however,  as  any 
criticisms  relating  to  the  aspect  of  the  case  which  Mr.  Darlington 
discussed,  or  which  Mr.  Hogan  discussed  in  the  closing  portion  of 
his  testimony  are  concerned,  they  have  already  been  completely 
answered  by  Mr.  Untermyer,  and  by  the  testimony  which  I  have 
heretofore  given.  So  I  forbear  to  take  up  your  time  in  further 
discussion  of  those  aspects  of  their  case. 

I  do  not  know  how  far  it  may  be  the  desire  of  the  committee  to 
permit  Mr.  Hogan  to  continue  his  statement  before  the  committee, 
but  I  do  venture  to  express  the  hope  that  if  he  comes  before  you 
again  you  will  induce  him  to  limit  his  statements  to  a  narration  of 
facts  and  not  proceed  on  the  assumption  that  he  is  a  competitor 
in  a  contest,  where,  up  to  date,  he  has  clearly  shown  himself  to  be 
entitled  to  the  first  prize,  with  Ananias  coming  later  on  for  honor- 
able mention. 

Mr.  Hogan's  aim,  as  far  as  I  have  been  able  to  discover,  has  beer, 
as  I  have  heretofore  told  the  committee,  apparently  to  becloud  and 
swamp  the  record  with  a  conglomeration  of  inaccurate  statements 
and  untruths,  and  these  I  have  endeavored,  at  the  cost  of  taxing 
the  patience  of  your  committee,  to  point  out  in  much  more  detail 
than  it  seemed  to  me  to  be  necessary.  If  Mr.  Hogan  desires  to 
resume  his  statements  before  the  committee,  I  am  quite  prepared 
to  answer  immediately  and  promptly  any  statement  or  allegation 
of  any  sort  which  he  may  make  which*  may  reflect  directly,  remotely, 
or  in  any  way  upon  the  fair,  impartial,  and  correct  discharge  of  the 
official  duties  of  the  comptroller,  or  upon  his  conduct  in  office  in  any 
respect. 

I  should  like,  Mr.  Chairman,  before  I  take  up  the  introduction 
into  the  record  of  several  other  letters  in  this  correspondence,  to 
say  a  word  or  two  in  regard  to  the  charges  which  were  made  in  the 
Riggs  case  of  conspiracy  or  discrimination  or  malice.  The  decision 
of  the  judge  was  that  there  was  no  evidence  anywhere  of  malice 
on  the  part  of  either  the  Secretary  of  the  Treasury  or  the  Comp- 
troller of  the  Currency. 
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On  page  139  of  the  anual  report  of  the  Comptroller  of  the  Cur- 
rency for  1916,  there  is  published  the  interlocutory  decree  of  Jus- 
tice McCoy,  of  the  Supreme  Court  of  the  District. 

The  Chairman.  Has  that  decree  been  put  into  the  record  in  full? 

Mr.  Williams.  I  think  it  has.  I  only  want  to  read  extracts 
from  it. 

The  Chairman.  I  think  it  had  better  go  in  if  it  has  not  gone  in 
alreadv. 

Mr.  Williams.  Very  well.    The  judge  says: 

But  on  the  other  branch  of  the  case  in  regard  to  granting  any  pendente  lite 
relief  in  regard  to  these  deposits,  or  in  regard  to  the  reserve  agency  end  of  the 
situation,  I  say  what  I  said  before,  that  the  case,  such  as  it  is,  made  out  by 
the  bill,  assuming  that  any  was  made  out  by  the  bill  for  the  purpose  of  an  in- 
junction, has  been  met  overwhelmingly,  in  my  opinion,  by  the  proofs  which  are 
here  in  the  form  of  affidavits,  and  I  shall  deny  that  relief  pending  the  action. 

Mr.  Williams.  Then,  the  judge  goes  on  and  says: 

I  was  struck,  when  I  first  read  the  bill,  by  the  allegation  on  page  14  of  the 
printed  bill  here,  which  I  called  attention  to  the  other  day : 

"  Plaintiff  further  avers  that  prior  to  December,  1913,  the  defendants  Mc- 
Adoo  and  Williams  had,  in  ways  which  will  be  fully  detailed  In  the  evidence  to 
be  taken  in  this  suit,  openly  and  publicly  manifested  their  personal  malice 
toward  certain  of  the  plaintiffs  officers.'* 

I  wondered  what  that  meant,  and  I  do  not  know  to  this  minute  what  it 
means ;  but,  of  course,  there  is  an  absence  not  of  evidence  but  of  the  statement 
of  any  ultimate  facts  that  would  sustain  that  allegation  in  the  bill ;  and  when 
I  came  to  read  this  Tribune  article.  wThich  appears  there,  and  the  incident 
which  occurred  in  Mr.  McAdoo's  office,  whenever  it  was,  coupled  with  that,  if 
I  were  obliged  to  resort  to  that  I  should  say  that  perhaps  it  was  shown  that 
the  malice  was  the  other  way. 

Those  are  the  words  of  Chief  Justice  McCoy,  of  the  Supreme  Court 
of  the  District  of  Columbia.    Continuing  he  says: 

In  view  of  the  absence,  as  I  say,  of  any  statement  here  as  to  backing  up  this 
general  allegation,  and  coupled  with  what  Is  in  there,  I  do  not  see  how  any- 
body can  fall  reasonably  to  reach  that  conclusion,  and  that  if  there  were  bad 
blood — I  do  not  know  as  to  that — if  there  is  anything  between  the  parties, 
there  is  nothing  here  to  show  that  the  two  defendants  were  the  aggressors  in 
the  matter. 

That,  gentlemen,  is  the  language  of  the  judge  deciding  the  case. 

Then,  again,  I  do  not  think  It  is  necessary  here  to  decide  whether  there  has 
been  any  abrltray  exercise  of  power,  or  exercise  of  abritrary  power,  In  regard 
to  this  question  of  the  reserve  agency  or  any  threat  of  an  exercise  of  arbitrary 
power.  It  seems  to  me,  on  the  record  that  is  made  here  before  me  now,  that 
the  Government  officials  would  have  been  remiss  if  they  had  consented  to  permit 
the  bank  to  act  as  agent  for  a  new  applicant  bank. 

That,  gentlemen,  I  repeat,  is  the  language  of  the  judge.  The 
comptroller  would  have  been  remiss  if  he  had  permitted  a  bank,  con- 
ducted as  that  was  at  that  time,  to  continue  to  act  as  reserve  agent 
for  other  banks. 

Because  I  think,  for  the  purpose  of  this  motion,  always— now,  I  a™  not 
passing  on  the  ultimate  merits  of  the  case — there  is  evidence  here  oi  Per- 
sistent violations  of  the  law,  and  that  they  began,  not  with  Mr.  willial3^rl^ 
cumbency  of  the  office — and  that  has  another  bearing,  perhaps,  on  the  Que*")*J 
of  what  animated  Mr.  Williams— but  they  began  before  he  came  tnere,  ana 
there  is  evidence  that  they  are  continuing  until  this  day;  and  even  "™j 
comptroller  is  wrong  about  what  kind  of  a  bank  ought  to  have  Gov1ffIl^JS» 
deposits  (namely,  a  so-called  commercial  bank  or  stock-exchange  ban*  J-  «**■ 
if  those  features  were  not  in  there,  the  other  features  of  violations  ox  V**  *« 
in  there;  and  I  should  say  that  he  was  quite  right  in  determining  to  5™^™ 
those  deposits,  or  at  least  to  say  that  there  should  not  be  any  further 
of  this  bank  as  a  reserve  agency. 


710  NOMINATION  OF  JOHN  SKELTON  WHJLIAMS. 

There  is  a  complete,  and  I  should  say  convincing,  statement  from 
the  judge,  with  the  evidence  before  him,  as  to  whether  the  comp- 
troller's action  in  that  particular  case  was  right  or  whether  it  was 
not. 

While  it  may  have  nothing  to  do  with  the  law  of  the  case,  I  suppose  that  all 
judges  have  some  right  to  consider  matters  of  banking  policy  when  they  are 
called  upon  to  decide  legal  questions.  I  should  say  that  the  policy  of  not  having 
large  deposits  in  so-called  stock-exchange  banks,  as  compared  with  the  amount 
of  deposits  in  commercial  banks  was  an  absolutely  good  and  sound  policy,  and 
the  fact  thnt  Congress  thinks  so  is  now  embodied  In  the  Federal  reserve  act. 

This  question  about  whether  or  not  stocks  are  good,  and  whether  or  not  deal- 
ing in  stocks  Is  any  different  from  dealing  In  oats  and  grain  and  steers  and 
hogs  and  that  kind  of  thing,  is  an  argument  that  does  not  need  to  be  answered. 

I  wanted  to  call  your  attention,  Mr.  Chairman  and  gentlemen,  to 
that  particular  portion  of  Justice  McCoy's  interlocutory  decision, 
dealing  with  the  question  of  malice  and  the  propriety  of  the  depart- 
ment's action  in  declining  to  designate  at  that  time,  under  those  con- 
ditions, the  Biggs  Bank  as  a  depositary  for  other  national  banks. 
But,  as  I  understand  it,  that  entire  interlocutory  decision  will  be 
printed  in  this  record. 

Now,  gentlemen,  I  ask  your  indulgence  while  I  read  and  comment 
as  briefly  as  possible  on  the  decision  of  the  Comptroller  of  the  Cur- 
rency on  the  application  of  the  renewal  of  the  charter  of  the  Rigg> 
National  Bank,  which  was  delivered  to  the  bank  on  June  21,  1916, 
which  decision,  I  believe,  has  not  up  to  this  time  been  inserted  in 
the  hearings  before  this  committee,  although  I  think  it  was  intro- 
duced in  the  previous  Senate. 

Treasury  Department, 

Washington,  June  21,  im. 
The  Riggs  National  Bank, 

Washington,  D.  C. 

Sirs:  On  the  23d  of  May,  1916,  you  filed  an  application  for  an  amendment 
to  your  articles  of  association  so  as  to  continue  the  life  of  your  association 
until  June  27,  1936.  This  application,  if  granted  in  the  present  form,  would 
extend  the  life  of  the  corporation  for  20  years  and  one  day,  which  the  comp- 
troller has  no  power  to  grant,  as  the  law  now  permits  an  exteusion  of  S> 
years  only.  The  application  should  be  amended  so  as  to  provide  that  the  asso- 
ciation shall  continue  until  the  close  of  business  on  June  26.  1936,  instead  of 
June  27,  1936.  The  application,  to  be  legal,  should  also  bear  a  10-cent  Internal- 
revenue  stamp,  as  required  by  law.  I  shall  assume  for  the  purposes  of  this 
decision  that  the  application  has  been  amended  as  thus  indicated,  and  that 
the  10-cent  internal-revenue  stamp  has  been  affixed. 

Section  3  of  the  act  of  July  12,  1882,  provides: 

41  That  upon  the  receipt  of  the  application,  and  certificate  of  the  association, 
provided  for  in  the  preceding  section,  the  ConiptroUer  of  the  Currency  shall 
cause  a  special  examination  to  be  made,  at  the  expense  of  the  association,  to 
determine  its  condition ;  and  if  after  such  examination  or  otherwise,  it  appears 
to  him  that  said  association  is  in  a  satisfactory  condition  he  shall  grant  his 
certificate  of  approval  provided  for  in  the  preceding  section,  or  if  it  appears 
that  the  condition  of  said  association  is  not  satisfactory  he  shall  withhold 
such  certificate  of  approval.'* 

The  law,  as  you  see,  Mr.  Chairman  and  gentlemen,  clearly  pro- 
vides that  the  examination  must  be  made  before  the  comptroller 
passes  upon  the  application  for  renewal  of  the  charter.  Mr.  Darling- 
ton has  been  disposed  to  criticize  the  comptroller  for  making  that 
special  examination.  I  merely  call  your  attention  to  that  in  passing. 
[Continuing  reading:] 

The  word  "  condition,"  as  it  has  been  construed  by  my  predecessors,  and  by 
the  Supreme  Court  of  the  District  of  Columbia  in  the  decision  rendered  May 
31,  1916,  in  the  suit  of  the  Riggs  National  Bank  v.  the  Comptroller  of  the 
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Currency  et  al.,  comprehends  not  only  the  solvency  of  the  bank,  but  as  well 
the  character  of  the  business  done  by  the  bank,  and  the  management  and  the 
record  of  the  bank  with  respect  to  observance  or  violations  of  law  by  its 
officers. 

It  is  the  duty  of  the  comptroller  to  determine  such  "  condition  "  with  ref- 
erence to  all  of  these  factors  or  elements,  and  this  necessitates  a  consideration 
of  the  bank's  record  as  well  as  of  its  .solvency  and  financial  resources. 

Acting  upon  this  conception  of  my  duty,  I  find  that  the  present  officers  of 
the  association  (who,  with  the  exception  of  Mr.  H.  H.  Flather,  who  resigned 
October  1  last,  have  been  its  officers  almost  since  its  organization),  have 
conducted  the  business  of  the  bank  during  almost  the  entire  period  of  its  ex- 
istence in  persistent  violation  of  the  national-bank  act  and  in  disregard  of 
the  regulations  and  frequent  admonitions  of  the  comptroller's  office. 

The  same  H.  H.  Flather  who  was  the  cashier  of  the  bank,  and 
who  was  guilty  of  those  gross  and  flagrant  violations  of  law  and 
of  the  most  elementary  rules  of  ethics  in  connection  with  the  execu- 
tion of  orders  for  the  bond  and  stock  purchases  by  the  customers 
of  the  bank,  as  has  been  explained  in  previous  testimony  given. 
[Continuing  reading:] 

Violations  of  law  and  unlawful  practices. 

I  now  ask  your  attention,  gentlemen,  to  the  brief  summary  which 
was  embraced  in  this  decision  of  some  of  the  violations  of  the  law 
which  the  national-bank  examiners  encountered  when  the  examin- 
ers made  examinations  of  that  bank  and  which  were  rendered  very 
difficult  by  the  obstructions  which  were  placed  in  their  wav  and 
the  devices  to  conceal  and  hide  real  conditions  by  the  bank's  offecials. 
[  Continuing  reading :] 

Some  of  Its  violations  and  irregulur  practices  have  related  to : 

The  making  of  real  estate  loans  contrary  to  law ; 

Investments  in  stocks  contrary  to  law ; 

The  frequent  and  persistent  failure  to  maintain  reserves,  as  required  by 
law; 

Excessive  and  unlawful  loans; 

The  carrying  on  of  a  stock-brokerage  business  either  directly  or  through 
the  agency  of  a  partnership  composed  of  the  chief  officers  of  the  bank  within 
the  bank  itself,  under  the  firm  name  latterly  of  Glover  &  Flather,  or  Flather 
&  Flather,  and  in  earlier  years  of  Glover,  Hyde,  Johnston  and  others. 

The  maintenance  of  private  telephone  and  telegraph  wires  with  stock-brok- 
erage offices. 

I  remark  here  that  the  national  bank  examiner  discovered  that 
there  were  three  separate  private  wires  connecting  the  bank  and 
its  executive  offices  with  stock  offices  in  different  cities.  [Continu- 
ing reading :] 

The  making  of  dummy  loans  for  benefit  of  officers  of  the  bank. 

And  right  there,  gentlemen,  I  pause  to  explain  that  the  suit 
arose  in  connection  with  the  fine  of  $5,000  assessed  by  the  comp- 
troller upon  the  bank  for  its  refusal  to  divulge  information  in  re- 
gard to  the  dummy  loans  and  other  loans  made  to  the  bank's  officer* 
and  their  wives  and  families  during  a  period  of  years.  [Continuing 
reading:] 

The  lending  of  large  sums  of  money  (oftentimes  when  the  bank  was  running 
behind  in  its  reserve  requirement)  to  the  president,  vice  presidents,  and  cashier 
of  the  bank,  as  well  as  to  many  bookkeepers,  tellers,  clerks,  and  other  «fr- 
ployees  of  the  bank,  contrary  to  what  this  office  regards  as  proper  and  legitttratu- 
methods  in  carrying  on  a  banking  business  under  the  requirements  «n 
national  banking  act. 

Eight  there  I  remark  that  Examiner  Reeves,  who  has  been 
to  by  Mr.  Hogan  in  his  testimony  as  a  witness  for  the  defera*.  •.* 
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for  the  Riggs  National  Bank's  officers  in  the  penury  case  and  whose 
methods  01  examination  were  so  praised  by  Mr.  Hogan,  had  reported 
to  the  comptroller's  office  that  at  one  of  his  examinations  which  had 
been  made,  I  think,  in  May,  1906,  six  or  seven  years  before  my  in- 
vestigations, he  had  found  both  vice  presidents  of  the  bank.  -Tor  "> 
of  its  tellers,  and  34  other  officers  and  clerks  and  employees  borrow- 
ing the  bank's  funds  right  and  left  to  the  extent  of  more  than 
$350,000  at  that  time,  principallv  upon  speculative  securities  on 
which  they  were  borrowing.     [Continuing  reading:] 

Refusal  to  furnish  reports  as  'required  by  the  comptroller's  office ;  and 
Denial  of  the  authority  of  the  comptroller  to  require  information  about  the 
bank's  affairs. 

Its  violations  of  law  and  irregular  practices  began  shortly  after  the  organiza- 
tion of  the  bank  In  1896  and  continued  throughout  the  life  of  the  bank  until 
the  summer  or  autumn  of  1914,  when  they  were  discontinued  because  of  the 
action  of  the  comptroller's  office. 

T  think,  gentlemen,  that  the  action  of  the  comptroller  in  doing  away 
with  those  irregular  and  unlawful  operations  was  perhaps  the  most 
beneficial  order  that  was  ever  carried  into  effect  with  relation  to  that 
particular  bank  by  the  comptroller's  office,     [Continuing  reading:] 

I  shall  not  attempt  to  go  into  great  detail  in  these  matters,  as  they  have  been  set 
out  quite  fully  in  the  answering  affidavits  field  by  the  Secretary  of  the  Treas- 
ury and  the  Comptroller  of  the  Currency  in  the  Supreme  Court  of  the  Dis- 
trict of  Columbia  in  the  suit  brought  by  the  Riggs  National  Bank  In  April. 
1915,  to  test  the  powers  and  authority  of  the  Comptroller  of  the  Currency,  but  it 
is  necessary  that  I  should  advert  to  them  In  a  general  way.  Copies  of  said 
affidavits  and  a  synopsis  made  by  the  Department  of  Justice  of  the  opinion  ren- 
dered by  Mr.  Justice  McCoy,  as  well  as  the  opinion  itself,  are  attached  hereto 
as  Exhibits  Nos.  1,  2,  3,  and  4,  respectively,  and  are  made  a  part  of  this 
decision. 

STOCK-BROKERAGE  BUSINESS. 

National-bank  examiners  reported  to  this  office,  as  a  result  of  their  investiga- 
tions in  May,  1914,  that  the  principal  officers  of  the  Riggs  National  Bank  were 
conducting  an  active  stock  brokerage  and  real  estate 'loan  business  within  the 
bank  and  were  engaged  in  speculations  for  their  own  account,  for  which  they 
were  borrowing  large  sums  of  money  from  their  own  bank,  from  other  local 
hanks,  and  from  the  New  York  correspondents  of  the  Riggs  National  Bank.  It 
was  established  that  the  cashier  of  the  Riggs  National  Bank,  Mr.  H.  H.  Flather, 
who  resigned  at  the  time  that  the  indictments  for  perjury  were  returned  against 
him  and  other  officers  of  the  bank,  had  a  private  telephone  line  from  his  desk 
in  the  bank  to  the  office  of  the  now  defunct  stock-brokerage  firm  of  Lewis 
Johnson  &  Co.  It  was  disclosed  that  Cashier  Flather  traded,  in  some  in- 
stances, on  the  orders  of  customers  to  his  personal  advantage,  reporting  sales 
to  customers  at  prices  less  than  those  at  which  their  securities  had  actually 
been  sold,  and  converting  the  difference  to  his  own  use. 

That  has  been  established  by  evidence,  as  the  district  attorney  has 
informed  your  committee  at  the  time  he  appeared  before  you  a  few 
days  ago.     [Continuing  reading:] 

Concerning  these  speculative  transactions  of  Mr.  H.  H.  Flather,  National 
Bank  Examiners  Sherrill  Smith,  chief  examiner  of  the  Chicago  district,  and 
James  Trimble,  examiner  at  Washington,  as  a  result  of  their  examinations 
of  the  bank,  submitted  under  date  of  October  2,  1915,  a  report  from  which  the 
following  extract  is  taken. 

This  is  a  report  of  the  national-bank  examiners : 

"We  find  that  H.  H.  Flather,  from  June  24, 1909,  to  March  7,  1914,  had  a  per- 
sonal account  with  Lewis  Johnson  &  Co.  which  was  speculative  in  character,  In 
which  he  usually  carried  a  debit  balance  on  which  Interest  was  charged,  and 
which  for  a  long  period  securities  were  inadequate.    That  from  February  29, 
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1908,  to  November  20,  1909,  he  carried  an  account  as  *  Henry  Hepburn,'  which 
was  speculative  to  a  lesser  degree ;" — 

Right  there,  gentlemen,  I  call  your  attention  to  the  cashier  of  the 
Riggs  National  Bank  carrying  a  speculative  account  with  this  brok- 
erage house  under  an  alias,  under  an  assumed  name  to  conceal  his 
operations—"  Henry  Hepburn."  He  was  ashamed  to  do  it  under  his 
own  name  in  addition  to  the  account  he  already  had  there,  appar- 
ently, so  he  resorted  to  this  device — "  Henry  Hepburn."  [Continu- 
ing reading:] 

"  which  was  speculative  to  a  lesser  degree;  and  that  so  far  as  our  investigations 
went,  his  transactions  through  the  bank  accounts  with  Colgate  &  Co.  and  Lewis 
Johnson  &  Co.  (see  this  report)  were  most  reprehensible,  if  indeed  they  are  not 
held  in  some  instances  to  be  criminal." 

That  was  the  cashier  of  the  Riggs  National  Bank.  [Continuing 
reading :] 

"We  find  that  his  entire  dealings  were  conducted  in  a  manner  to  prevent 
discovery ;  he  maintained  no  balance,  claiming  he  received  and  paid  cash." 

He  used  the  credit  and  the  resources  of  the  bank,  however,  in  those 
operations,  and  the  purchases  and  sales  of  stocks  through  a  long 
period  of  years  were  to  a  considerable  extent  being  carried  in  the 
bank's  drawer  or  till  as  cash  and  were  nothing  but  the  speculative  ob- 
ligations of  officers  of  the  bank  or  of  their  speculative  clients,  yet 
they  were  being  counted  as  cash  and  being  reported  to  the  Comp- 
troller's Office  as  cash  in  drawer.  I  have  called  your  attention  to  the 
last  report  made  prior  to  the  report  made  by  Examiner  Trimble  in 
May,  1914,  when  those  speculative  securities  carried  in  cash  amounted 
to  about  fifty  or  sixty  thousand  dollars.  I  think  it  was  in  November, 
1913,  that  among  other  things  some  American  Can  was  being  carried 
in  that  cash  conveniently  for  Mr.  Glover,  president  of  the  hank.  I 
think  thev  explained  that  he  was  temporarily  away  for  a  few  days 
and  that  lie  took  it  up  when  he  returned.  Whatever  the  explanation 
may  have  been  in  his  Case,  we  know  it  was  being  done  continuously 
from  day  to  day,  from  week  to  week,  from  month  to  month,  and  from 
year  to  year,  and  that  false  statements  were  being  rendered  with 
regard  to  the  bank's  condition. 

The  Chairman.  Are  you  referring  now  to  H.  H.  Flather,  the 
cashier ? 

Mr.  Williams.  I  am  referring — I  referred  to  the  general  habit 
of  the  bank  in  carrying  securities  in  their  cash  drawer,  and  that 
H.  H.  Flather  was  among  those  who  did  that.  [Continuing  read- 
ing:"! 

"  He  protected  himself  from  discovery  of  Ids  deals  with  Lewis  Johnson  k 
i1".  by  having  the  advices  come  to  the  bank  *  in  care  of  Cooke,"  and  ran  but  a 
few  of  his  transactions  through  his  account." 

Xot  through  either  of  his  two  accounts,  the  "Henry  Hepburn " 
fake,  alias  account,  or  through  his  II.  H.  Flather  account.  He  had 
two  methods  one  through  the  cash  account,  and  the  other  through 
"Henry  Hepburn."    [Continuing  reading:] 

"  He  sold  short  through  the  bank's  account. 

"  He  advised  customers  of  a  credit  before  the  stock  was  sold,  and  later  sold 
the  stock  and  took  the  profit,  or  made  good  the  loss." 

This  report  of  the  examiners  showed  how  H.  H.  Flather,  sometimes  bariag 
orders  to  buy  a  certain  stock,  bought  the  stock  ordered  by  the  customer.  ••^ 
then,  if  it  should  advance,  would  sell  the  stock  so  purchased  and  take 
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profit  himself,  and  would  then  buy  the  stock  again  at  a  higher  price  for  the 
customer. 

Who  was  thus  forced  to  pay  an  additional  price. 

The  Chairman.  You  went  into  that-  yesterday  pretty  thoroughly. 
Mr.  Williams.    If  you  wish  to  repeat  it,  I  suppose  it  is  all  right. 

Mr.  Williams.  1  took  the  liberty  of  making  a  few  comments,  as 
these  distinguished  Senators  were  not  with  us  yesterday. 

The  Chairman.  I  know,  but  if  we  continue  the  hearing  on  that 
basis  we  never  would  finish. 

Mr.  Williams.  I  see;  yes.     [Continuing  reading:] 

Or,  that,  having  an  order  to  sell  a  certain  stock  he  would  sell  on  the  cus- 
tomer's order,  and  then  if  the  stock  should  decline  he  would  buy  it  in,  and  later 
sell  again  at  a  lower  price  than  the  price  at  which  he  originally  sold,  but 
accounting  to  the  customer  at  the  reduced  price,  taking  for  himsef  the  profit 
between  the  price  at  which  the  customer's  stock  was  first  sold  and  the  price 
at  which  he  bought  it  in,  the  customer  losing  the  difference. 

The  examiners  also  stated  that  H.  H.  Flather  sometimes  bought  the  securi- 
ties through  the  Kiggs  National  Bank  account  with  Lewis  Johnson  &  Co..  but 
making  no  deposit  against  such  purchases,  and  then  sold  the  securities  at  an 
advance,  appropriating  the  profits  personally. 

Vice  president  of  the  Riggs  National  Bank,  W.  J.  Flather,  brother  of  the 
cashier,  H.  H.  Flather,  carried  two  speculative  accounts  on  the  books  of  the 
brokerage  firm,  Lewis  Johnson  &  Co.,  one  in  his  own  name — 

That  is  the  vice  president  of  the  Riggs  National  Bank.  [Contin- 
uing reading:] 

one  in  his  own  name  and  the  other  in  the  name  of  a  member  of  said  linn. 
Orders  for  the  purchase  and  sales  of  securities  were  given  by  him  to  Lewis 
Johnson  &  Co.,  and  then  charged  to  the  account  of  the  firm  members  as 
"  agent,"  Vice  President  Flather  being  the  real  principal.  Another  vice  presi- 
dent, Mr.  Ailes,  carried  his  active  speculative  account  with  a  New  York 
stock-brokerage  house,  with  which  the  bank  also  had  private- wire  connection, 
the  wire  abo  connecting  with  the  bank's  New  York  correspondent. 

The  practice  of  officers  of  a  national  bank  speculating  in  stocks  and  bor- 
rowing money  from  their  own  bank  in  order  to  carry  on  such  speculations 
is  reprehensible  in  the  highest  degree  and  can  not  be  condemned  too  .*everel>. 
Numerous  junior  officers,  tellers,  bookkeeper  ,  and  clerks  are  also  shown  by 
the  record  to  have  been  borrowing  large  amounts  of  money  from  the  bank  to 
carry  speculative  accounts.  Such  practices  have  been  the  fruitful  source  of 
bank  failures  throughout  the  country,  resulting  in  grave  losses  to  depositor* 
and  stockholders,  bringing  disaster  to  the  bank  officers  themselves  and  serious 
injury  to  the  communities  where  such  bank  failures  have  occurred. 

Gentlemen,  I  do  not  believe  there  is  a  member  of  this  committee 
who  wTill  dissent  from  those  general  expressions  in  the  comptroller's 
decision  to  the  Riggs  Bank.     [Continuing  reading:] 

Aside  from  the  stock  operations  of  tnh\  officers  of  the  bank  the  records 
show  that  the  bank  itself,  in  its  own  name,  carried  on  a  brokerage  busing 
in  stocks,  contrary  to  law.  This  busines  ■  was  discontinued  only  recently  as 
a  result  of  the  action  of  the  present  Comptroller  of  the  Currency.  It  was 
proven  in  court  that  the  bank,  in  its  own  name  and  on  its  own  credit,  had 
more  than  2,500  transactions  in  stocks  and  bonds  with  the  stock-brokerage 
firm  of  Lewis  Johnson  &  Co.  alone. 

Gentlemen,  Mr.  Adkins  in  this  testimony  before  you  showed  con- 
clusively that  the  bank  was  conducting  an  active  bond  and  stock 
brokerage  business,  and  he  also  read  to  you  copies  of  advertisement? 
appearing  in  local  Washington  papers  over  the  signature  of  tta 
Riggs  National  Bank  relative  to  their  bond  and  stock  business  and 
inviting  the  patronage  of  the  public,  to  show  that  the  bank  itself  ad- 
mitted that  it  was  doing  that  business,  although  thev  would  at  one 
time  admit  and  again  deny.     I  have  shown  yesterday  the  contra- 
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dictory  statements  made  by  the  bank  in  regard  to  this  matter.  But 
right  here  I  ask  your  attention  to  a  letter  which  the  Riggs  Na- 
tional Bank  on  November  19,  1913,  the  last  examination  of  the  bank 
before  I  became  Comptroller  of  the  Currency,  wrote  to  the  Acting 
Comptroller  of  the  Currency,  Mr.  Kane. 

The  Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C.t  November  19. 

Acting  Comptboller  of  the  Currency, 

Washington,  D.  C. 

Dear  Sir:  We  are  In  receipt  of  your  letter  of  the  11th  instant  calling  our  at- 
tention to  various  matters  in  connection  with  the  report  of  the  examination  of 
this  bank,  which  was  completed  by  the  examiner  October  23,  last. 

Then,  it  goes  on  and  refers  to  the  reserve  deficiency  and  various 
things.  I  want  especially,  though,  to  direct  your  attention  to  the 
closing  paragraph  on  page  85  of  the  correspondence  with  the  Riggs 
National  Bank,  volume  3,  where  the  Riggs  National  Bank  in  its 
communication,  signed  bv  Charles  C.  Glover,  James  M .  Johnson, 
Thomas  Hyde,  Willijam  J.  Flather,  M.  E.  Ailes,  Frank  C.  Henry, 
Joseph  Paul,  Henry  H.  Flather,  J.  R.  McLean,  H.  Hurt,  C.  I.  Corby, 
Robert  C.  Wilkins,  H.  Rozier  Dulany,  F.  S.  McKenney,  and  R.  Ross 
Perry — observe  that  these  are  th?  officers  and  directors  of  the  Riggs 
Bank  at  that  time,  and  this  is  their  statement  to  the  Comptroller  of 
the  Currency: 

With  respect  to  the  statement  of  the  examiner  that  it  is  the  practice  of  the 
bank  to  carry  items  of  stock  purchased  for  customers  in  the  cash,  such  items 
amounting  to  $55,572.86  at  the  time  of  his  visit,  you  are  advised  that  for  the 
most  part  our  purchases  for  customers — 

That  does  not  say  "my  purchases  for  customers,"  and  signed  by 
Mr.  Glover;  nor  does  it  say  "our  purchases  for  customers,"  and 
signed  only  by  Mr.  Glover  and  the  two  Flathers;  but  it  says  "our 
purchases  for  customers,"  and  it  is  signed  by  all  the  officers  and  di- 
rectors of  the  bank  who  were  available  to  attach  their  names.  In 
other  words,  this  is  a  letter  from  the  bank  itself,  not  from  the  indi- 
vidual officers,  who  were  conducting  the  so-called  stock-brokerage 
business  in  their  own  name  and  in  their  own  account.    It  says: 

You  are  advised  that  for  the  most  part  our  purchases  for  customers  are  im- 
mediately charged  against  their  accounts.  It  sometimes  happens  that  an  order 
can  not  he  fully  executed  at  once,  and  we  have  met  with  some  small  delays  in 
completing  orders,  as  well  as  in  charging  purchases  to  accounts. 

We  have  done  so ;  that  is,  the  directors,  the  officers  and  directors  of 
the  bank,  not  Glover  and  Flather.     [Continuing  reading:] 

The  item  above  mentioned  was  largely  caused  by  the  absence  of  one  of  our 
important  customers  in  Jamaica  at  the  time  his  order  was  executed.  In  the 
future  we  will  endeavor  to  avoid  carrying  these  items  in  cash  by  making  prompt 
charges  against  customers'  accounts. 

Respectfully,  Oh  as.  C.  Glover. 

[And  others,  directors  of  the  bank.] 

They  add  a  footnote : 

This  letter  bears  the  signature  of  all  the  directors  with  the  exception  of  three, 
namely,  Admiral  Willard  H.  Brownson,  who  is  abroad,  Mr.  F.  A.  Vanderiip, 
who  Is  in  California,  and  Mr.  S.  W.  Labrot,  who  is  in  New  Orleans. 

Could  we  desire  a  more  unequivocal  admission  on  the  part  of  the 
bank  that  they  were  conducting  a  bond  and  stock  brokerage  business 
supplemented  by  their  advertisements  in  the  Washington  papers! 
And  yet  they  came  forward  with  denials.     One  day  they  say 
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thing  and  another  day  they  say  another  thing.  That  is  the  difficulty 
we  had  in  our  examination. 

I  called  your  attention  yesterday  to  how  the  officers  of  that  bank 
had  certified  to  the  national-bank  examiner  and  the  assistant  that  the 
commissions  were  all  taken  by  themselves,  personally  appropriated, 
and  that  they  paid  the  income  tax  on  them.  A  little  while  before 
they  said  they  were  put  in  some  account  from  which  the  bank  ulti- 
mately goi  the  benefit. 

As  I  stated  yesterday,  this  correspondence  was  on  a  very  small 
matter  and  I  would  have  been  very  brief,  would  have  been  adjusted 
and  immediately  closed  up  if  the  bank  had  been  willing  to  make 
prompt  and  correct  statements  to  the  national-bank  examiner  and 
the  comptroller's  office.  We  would  have  had  none  of  that  long-pro- 
tracted correspondence,  but  it  wTas  on  account  of  the  contrary  state- 
ments in  our  effort  to  find  where  the  truth  was  that  the  thing  dragged 
along,  and,  finally,  upon  the  bank's  refusal  to  let  us  have  the  infor- 
mation in  detail,  as  we  thought  should  be  done.  [Continuing  read- 
ing from  comptroller's  decision:] 

LOANS  TO  0FFICER8   AND  EMPL0YEE8. 

While  the  new  law  does  not  forbid  the  making  of  loans  to  officers  and  em- 
ployees of  the  bank  for  speculative  purposes,  nevertheless  the  making  of  such 
loans  has  been  frequently  condemned  by  the  Comptrollers  of  the  Currency  as 
contrary  to  sound  banking  practice  and  the  ethics  of  good  banking.  Many 
bank  failures  have  resulted  from  the  excessive  borrowing  of  the  bank's  funds 
by  officers  of  banks.  Such  officers  owe  a*  solemn  duty  to  depositors  not  to  use 
the  funds  of  the  banks  to  their  personal  advantage  in  such  a  way  to  expose 
the  money  of  depositors  to  undue  risks  or  to  prevent  the  bank  from  performing 
its  full  duty  to  the  community.  The  officers  have  an  advantage  over  every  other 
person  dealing  with  the  bank,  and  this  of  itself  imposes  upon  them  a  hipher 
duty  and  a  greater  responsibility.  This  practice  is  particularly  reprehensible 
when  dummy  loans  are  made  in  the  interest  of  officers  of  a  bank.  There  were 
frequent  instances  of  such  dummy  loans  in  the  Riggs  National  Bank. 

The  direct  and  indirect  loans  reported  under  oath  by  the  bank  as  made  to 
C.  C.  (Hover,  president;  W.  J.  Flather.  vice  president;  M.  E.  Ailes,  vice  presi- 
dent: and  H.  H.  Finther,  cashier,  from  July  1,  1896,  to  July,  1914,  were: 

C    C.    (Jlover $2,534,377 

W.    J.    Fhither 1.25S.01A 

M.    K.    Ailes 584,Kv 

H.   H.   Flather 1,  282.  t59S 

From  this  it  appears  that  there  was  borrowed  from  the  bank  in  18  year*  hy 
its  four  principal  officers.  President  (ilover,  Vice  President  Flather.  Vice  Presi- 
dent Ailes,  and  Cashier  Flather.  a  total  of  $5,659,850,  exclusive  of  large  amounts 
loaned  to  wives,  brothers,  sons,  and  daughters  of  some  of  these  officers.  Besides 
the  loans  to  principal  officers,  the  junior  officers,  tellers,  bookkeepers,  and  other 
employees  sometimes  borrowed  heavily.  For  example,  loans  made  by  the 
bank  in  the  two  years,  1904  and  1905,  to  its  ladies'  teller,  paying  teller,  and  note 
teller,  and  one  of  its  bookkeepers  exceeded  in  the  aggregate  $466,000,  largely 
on  speculative  stocks.  The  above  loans  are  all  in  addition  to  large  loans  nia^ 
during  the  period  to  directors  of  the  bank,  other  than  officers,  and  to  other 
junior  officers  and  employees.  Some  of  the  above  loans  may  have  been  re- 
newals  of  other  loans,  and  may  have  been  carried  through  the  books  several 
times,  and  therefore  the  totals  may  to  some  extent  be  subject  to  adjustment, 
although  some  of  the  loans  ran  several  years  at  a  time. 

In  reply  to  Mr.  Hogan's  criticisms  on  that  point,  I  have  stated  at 
previous  hearings  of  the  committee  that  such  renewals  as  those  to 
which  he  refers  amounted  to  a  comparatively  small  proportion  of 
the  total  loans  and  that  the  office  in  stating  that  had  not,  as  he  as- 
sumed or  attempted  to  assert  by  his  statement  to  your  committee. 
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magnified    it   by   three   and   one-third   times.      [Continuing   read- 
ing:] 

But  in  any  case  they  exhibit  a  consistent  policy,  or  practice,  of  large  and 
dangerous  proportions,  which  should  be  condemned  by  aU  who  believe  in 
sound  and  safe  banking.  It  is  true  that  after  the  present  Comptroller  of 
the  Currency  discovered  this  condition  of  affairs,  the  loans  to  all  officers  in 
the  bank  were  taken  up  or  transferred  to  other  banks  in  the  summer  of  1914. 
Since  that  time  the  practice  has  not  been  resumed,  and  it  ought  not  to  be 
resumed  at  any  time  in  the  future. 

Right  here  I  think  I  should  call  your  attention,  gentlemen,  to 
the  fact  that  while  the  loans  of  the  bank's  officers  with  the  Riggs 
Bank  were  taken  up  or  apparently  paid  at  the  Riggs  Bank,  they  were 
merely  transferred  from  the  Riggs  Bank  to  other  banks  under  the 
supervision  of  the  Comptroller's  Office,  to  banks  to  which  the  di- 
rectors in  the  Riggs  Bank  were  influential  factors,  and  to  two  local 
trust  companies.  So  that  during  these  examinations  I  think  that 
four  or  five  officers  were  found  to  be  borrowing  either  $700,000  or 
$750,000  from  these  other  banks  with  which  they  were  affiliated  and 
connected,  or  with  which  some  of  them  were  connected  as  directors 
or  otherwise,  and  the  two  local  trust  companies. 

The  Chairman.  Mr.  Williams,  you  remember  that  you  went  into 
that  in  extenso  yesterday 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  Do  you  think  you  will  be  able  to  complete  by  12 
o'clock  what  you  wish  to  state  to-day? 

Mr.  Williams.  I  will  try,  Mr.  Chairman. 

The  Chairman.  Yesterday  you  thought  you  could  complete  your 
statement  in  an  hour  and  a  half.  I  do  not  wish  to  limit  you  in"  any 
way  that  is  unreasonable. 

Mr.  Williams.  I  regret  very  much  that  I  have  to  tax  your  pa- 
tience as  I  am  doing. 

The  Chairman.  You  will  bear  in  mind  that  this  is  all  to  be 
printed  in  the  record  and  that  record  is  to  go  to  each  Senator.  If 
you  undertake  to  repeat  each  day  what  you  said  the  preceding  day 
because  some  new  Senator  is  appearing  before  the  committee,  it 
will  be  your  fault,  and  not  the  fault  of  the  committee,  if  we  do  not 
complete  this  hearing. 

Mr.  Williams.  While  discussing  loans  to  officers  and  directors 
I  simply  want  to  call  your  attention  to  the  statements  in  connection 
with  those  dummy  loans  made  by  the  vice  president  of  the  bank 
when  he  was  under  examination  by  the  bank  examiner  and  was 
asked : 

Did  or  dill  not  the  board  of  dire<tois  k.mw  the  file  bo:  i-   .v<    V 

To  which  he  replied : 

So  far  as  I  know  they  only  knew  the  name  of  the  person  who  gave  the 
note. 

On  page  153  of  volume  2  of  correspondence,  which  has  already 
been  referred  to,  one  of  the  junior  officers  or  tellers  of  the  bank, 
Mr.  Nevius,  whose  name  had  been  used  in  connection  with  dummy 
loans,  stated  in  reply  to  a  question  from  the  examiner: 

We  have  had  these  records  of  loans  of  that  sort  carried  from  one  book  to 
another  for  a  good  many  years.    I  have  been  here  17  year. . 
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The  bank  examiner  then  presently  asked  Mr.  Nevius: 

There  is  nothing  on  the  records  that  would  enable  you  to  state  positively? 
They  were  all  recorded  in  your  account  as  loans  to  you,  whether  the  proceeds 
went  to  somebody  else  or  not. 

To  which  Mr.  Nevius  replied : 
They  were. 

Without  encumbering  the  record  at  this  point  I  would  refer  to 
the  list  presented  at  a  previous  hearing  of  the  loans  to  the  two 
vice  presidents  and  bookkeepers  and  tellers  and  34  other  officers  and 
employees  of  the  bank  on  May  22,  1906,  as  reported  by  National 
Bank  Examiner  Reeves,  such  loans  at  that  time  aggregating  over 
$350,000.    [Continuing  reading  from  comptroller's  decision :] 

BORROWING   BY  OFFICERS    WHEN   RESERVES  WERE  DEFICIENT. 

The  records  of  the  bank  show  that  President  Glover  borrowed  frequently 
from  the  bank  when  the  bank  was  below  its  requirements,  or  during  the  30 
days  preceding  calls  for  report,  when  the  bank  reported  that  it  had  during 
such  period  averaged  short  for  30  days  In  the  legal  reserve  required.  Banks 
were  expressly  prohibited  by  section  5191,  United  States  Revised  Statutes, 
from  making  any  loans  when  there  was  a  deficiency  In  their  reserves.  The 
records  show  that  between  August  4,  1906,  and  March  4,  1914,  Mr.  Glover 
borrowed  24  times  from  the  Riggs  National  Bank  on  days  when  the  bank's 
reserves  were  short:  or,  in  the  30-day  period  when  the  bank  had  reported 
averaging  short  in  reserves.    These  24  loans  aggregated  $412,500. 

A  bank  when  short  in  its  reserves  usually  declines  to  lend  money 
to  other  customers.  At  least,  that  is  expected  of  a  bank  when  it  is 
short  in  ordinary  times;  but  Mr.  Glover  could  get  money  from  the 
bank,  it  appears,  whenever  he  wanted  to,  whether  it  was  short  or 
not  in  its  reserves,  as  shown  by  the  record.     [Continuing  reading:] 

During  the  same  period  and  under  the  same  circumstances  as  to  deficient 
reserves  Vice  President  Flather  borrowed  from  the  bank  over  $210,000  on  20 
loans;  former  Cashier  Flather  borrowed  from  the  bank  over  $50,000  on  six 
loans;  and  Vice  President  Ailes  got  29  loans  from  the  bank  on  his  own  note, 
or  Jointly  with  others,  for  amounts  aggregating  over  $200,000.  I  deem  it  my 
duty  to  bring  out  the  foregoing  facts  in  order  that  it  may  be  clear  that  this 
office  does  not  approve  the  practices  to  which  I  have  referred  and  to  enjoin 
upon  the  directors  of  the  Riggs  National  Bank  the  importance  of  preventing 
a  repetition  of  such  practices  in  the  future. 

This  office  has  no  desire  to  do  injustice  to  any  bank.  Its  single  aim  is  to 
promote  sound,  honorable,  and  safe  banking,  and  to  use  the  powers  which 
the  law  has  conferred  upon  it  for  the  protection  of  the  legitimate  banking 
interest  of  the  country  and  for  the  prevention  of  those  practices  which, 
throughout  banking  history,  have  brought  injury  and  disaster  to  innocent 
depositors  and  to  the  business  communities  where  bank  failures  have  occurred. 

No  national  bank  need  have  the  slightest  fear  of  any  conflict  or  trouble 
with  the  comptroller's  office  so  long  as  it  obeys  the  law  and  observes  the 
rules  of  sound  and  safe  banking;  but  no  national  bank,  however  big  or  little, 
and  no  officer  or  stockholder,  however  influential  or  important,  is  above  the  law. 
The  comptroller  must  enforce  the  law  and  the  rules  and  regulations  of  the 
comptroller's  office  impartially  and  unswervingly,  whether  the  bank  be  big  or 
little  and  whether  or  not  the  officers  and  directors  be  important  and  influential. 

The  records  show  that  the  directors  of  the  Riggs  National  Bank  have  not 
always  been  as  observant  of  their  duties  as  the  law  provides  and  their  oath 
of  office  requires.  They  have  not  always  shown  themselves  sufficiently  familiar 
with  the  transactions  of  the  officers  of  the  bank.  If  the  directors  had  been 
more  careful  in  discharging  their  duties  many  of  the  practices  of  the  bank 
which  have  aroused  the  criticism  of  the  comptroller's  office  could  not  have 
occurred.  As  an  instance  of  the  negligence  to  which  I  refer,  one  of  the 
directors  of  the  bank  made  oath  for  five  successive  years,  from  1910  to  1914, 
that  he  was  the  owner  in  good  faith  and  in  his  own  right  of  10  shares  of  the 
stock  of  the  bank  standing  in  his  own  name  on  the  books  of  the  bank — 
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I  think  in  referring  to  that  testimony  I  was  overconservative  and 
referred  to  it  as  about  three  years,  but  the  evidence  shows  it  was 
for  five  successive  years. 

The  Chairman.  Was  not  your  report  on  that  printed  in  the  record 
of  the  February  hearings? 

Mr.  WnijAMS.  You  mean  of  the  decision  ? 

The  Chairman.  No.    That  is  your  report  you  are  reading  now? 

Mr.  Williams.  That  is  the  decision  on  the  renewal  of  the  Riggs 
Bank  charter. 

The  Chairman.  Whose  decision  ? 

Mr.  Williams.  The  decision  of  the  Comptroller  of  the  Currency. 

The  Chairman.  That  is  what  I  supposed. 

Mr.  Williams.  Yes. 

The  Chairman.  Did  not  that  go  into  the  record  in  February? 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  So  you  see  the  committee 

Mr.  Williams.  It  has  not  been  introduced  in  the  present  hearings. 

The  Chairman.  Of  course,  you  understand  that  this  is  all  one 
matter,  and  the  hearings  were  printed  in  February,  and  that  the 
committee  will  be  provided  with  copies  of  those  hearings. 

Mr.  Williams.  I  thought,  if  it  was  not  asking  too  much  of  the 
committee,  that  I  would  like  to  make  a  few  observations  on  the  de- 
cision as  I  went  along,  especially  in  view  of  the  fact  that  some  of 
the  statements  have  been  criticized  as  I  though  unfairly  by  certain 
witnesses  who  appeared. 

The  Chairman.  Very  well. 

Mr.  Williams  (continuing  reading) : 

and  that  these  shares  had  not  been  hypothecated  or  in  any  way  pledged  as 
security  for  any  loan  or  debt;  and  yet  each  time  that  he  made  this  solemn 
oath  the  said  10  shares  of  stock  were  pledged  for  a  loan,  and  continued  to  be 
pledged  for  a  loan  during  the  whole  of  said  five  years.  I  accepted  the  ex- 
planation of  this  director  that  he  made  these  oaths  without  reading  them,  and 
without  realizing  that  he  was  violating  the  law,  but  it  is  evidence  of  the  serious 
carelessness  of  which  I  speak. 

UNLAWFUL   STOCK  INVESTMENTS.  *  N 

As  far  back  as  1898  Comptroller  Dawes  wrote  you  as  follows : 

••  The  bank  holds  a  large  amount  of  stocks  which  were  purchased  for 
investment. 

**  You  are  respectfully  advised  that  the  United  States  Supreme  Court  decided 
during  the  October,  1896,  term,  in  the  case  of  California  National  Bank  v. 
Nat  Kennedy  (167  U.  S.,  362).  that— 

"  •  The  power  to  purchase  or  deal  in  stock  of  another  corporation  is  not  ex- 
pressly conferred  upon  national  banks,  nor  is  it  an  act  which  may  be  exercised 
hs  incidental  to  the  powers  expressly  conferred.  A  dealing  in  stocks  is  conse- 
quently an  ultra  vires  act,  and  being  such,  it  is  without  efficacy. 

•• '  All  shares  of  stock  purchased  for  investment  now  owned  by  the  bank  are 
held  in  plain  violation  of  law,  and  must  be  disposed  of  without  further  delay.' " 

That  letter  was  written  to  the  bank  by  Comptroller  Dawes.  [Con- 
tinuing reading :] 

Since  that  date  and  until  very  recently  you  have  continued  to  be  a  holder 
of  stocks  in  violation  of  law.  May  1,  1902,  the  comptroller's  office  advised 
you  of  a  decision  of  the  Supreme  Court  which  declared  that  stocks  could  not 
be  lawfully  held  as  investments,  and  directed  that  the  stocks  held  by  you 
should  be  disposed  of.  Similar  letters  directing  the  sale  and  disposition  of 
your  stock  investments  continued  to  be  written  after  every  examination  up  to 
June,  1906,  but  were  ignored.  You  then  transferred  the  stocks  held  by  you  to 
Joshua  Evans,  Jr.,  then  a  clerk,  now  a  cashier  in  the  bank,  who  gave  his  notes 
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representing  the.  market  value  thereof,  and  the  stocks  were  by  this  means 
carried  in  loans  and  discounts  until  discovered  by  one  of  the  bank  examiners, 
whereupon  they  were  put  back  In  "  stocks,  securities,  etc.,"  and  subsequently 
transferred  into  the  Glover  and  Flather  account,  where  they  remained  until 
finally  disposed  of  a  few  months  ago,  or  until  after  the  filing  of  your  injunction 
suit. 

I  call  your  attention  to  that  as  an  instance  of  the  disingenuous- 
ness  of  the  bank  in  replying  to  inquiries  from  the  comptrollers. 
They  advised  the  comptroller's  office  that  the  stock  had  been  dis- 
posed of,  but  when  the  examiner  looked  into  it  he  found  that  they 
had  not  disposed  of  it  but  carried  it  along,  and  it  was  subsequently 
transferred  back  to  the  bank  and  later  on  concealed  in  the  Flather 
&  Flather  account.    [Continuing  reading:] 

FAILURE  TO  MAINTAIN  RESERVES. 

Through  a  period  of  years  the  bank  has  violated  section  5191  of  the  Revised 
Statutes  of  the  United  States  requiring  national  banks  in  reserve  cities  to 
carry  a  reserve  of  25  per  cent  of  their  deposits.  Out  of  64  sworn  statements 
of  condition  rendered  between  September,  1902,  and  March,  1915,  33— a 
majority — show  that  the  bank  was  short  in  its  reserves,  either  in  the  cash 
it  was  required  to  carry  in  its  vault,  in  the  amount  which  it  was  required 
to  carry  with  reserve  agents,  or  in  its  total  reserves. 

Yet  the  bank  had  testified  that  it  was  rarely  if  ever  short  in  its 
reserves,  and  on  those  rare  occasions,  which  were  only  for  a  few 
days  at  a  time,  it  had  quickly  made  good.  That  is  in  the  previous 
record.    [Continuing  reading :] 

These  shortages  in  its  cash  reserve  averaged,  1910  to  1914,  more  than 
$150,000,  and  on  June  4,  1914,  amounted  to  $500,365. 

That  is  June,  1914,  at  the  time  these  investigations  began  or  when 
the  controversy  started. 

The  reports  also  show  that  there  was  throughout  the  same  period  an  average 
shortage  in  your  reserves  for  the  period  of  30  days  preceding  the  filing  of  each 
report  of  the  condition  of  the  bank. 

The  failure  to  maintain  reserves  is  particularly  reprehensible  on  the  part  of 
a  bank  which  is  the  reserve  agent  for  other  banks.  A  greater  responsibility 
rests  upon  scrupulous  maintenance  of  the  reserves  required  by  law. 

I  just  read  you  what  Mr.  Chief  Justice  McCoy  has  said  on  that 
subject,  that  the  comptroller  would  have  been  remiss  to  have  per- 
mitted the  bank  to  continue  as  it  appeared  to  him  as  reserve  agent 
for  other  banks  under  those  conditions.     [Continuing  reading :] 

FAILURE  TO  FILE  DIVIDEND  REPORTS. 

Tou  have  also  been  negligent  In  filing  the  reports  required  by  section  5212, 
United  States  Revised  Statutes,  as  to  the  amounts  of  dividends  declared  and 
the  amount  of  net  earnings  in  excess  of  such  earnings,  while  from  September 
11,  1905,  to  March  8,  1915  (approximately  10  years),  you  have  been  from  14 
to  54  days  late  in  filing  each  report. 

Merely  a  chronic  disregard  of  the  important  or  unimportant  pro- 
visions of  the  law. 

This  is  indicative  of  the  carelessness  and  indifferent  attitude  of  the  bank 
toward  compliance  with  the  requirements  of  the  law. 

REAL    ESTATE    LOANS. 

The  practice  of  the  bank  in  dealing  In  real  estate  loans  and  lending  upon 
real  estate  or  real  estate  securities  contrary  to  law  and  the  regulations  of  this 
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office  has  continued  throughout  its  entire  existence  until  recently,  and  against 
frequent  admonitions  of  former  Comptrollers  of  the  Currency.  As  far  back  as 
September  14,  1899,  Comptroller  Dawes  admonished  you  as  follows : 

•*  Loans  secured  by  real  estate  mortgages : 

"At  the  time  of  the  examination  the  bank  had  loans  secured  by  real  estate 
amounting  to  $310,338.40,  while  in  your  sworn  report  of  condition  for  June  30, 
1899,  no  amount  appeared  in  the  schedule  of  loans  and  discounts  secured  by 
real  estate  mortgages,  although  about  the  same  amount  was  then  held. 

"  It  appears  that  the  loans  are  made  through  the  firm  of  Glover,  Hyde  & 
Johnston,  which  is  comprised  of  yourself  and  the  two  vice  presidents  of  the 
bank,  the  cash  being  furnished  temporarily  by  the  bank,  and  that  the  notes 
are  sold  to  customers  of  the  bank  without  recourse  on  this  firm.  The  examiner 
reports  that  at  least  $2,000,000  of  this  paper  is  outstanding  and  Its  collection 
and  management  is  under  the  supervision  of  the  collection  department  of  the 
bank." 

Mr.  Hogan  in  his  testimony  made  confused  and  misleading  state- 
ments in  regard  to  the  real  estate  operations  of  the  bank  which  I 
think  were  sufficiently  answered  and  cleared  up  by  Mr.  Jesse  Adkins, 
in  his  testimony,  and  I  will  not  detain  you  to  discuss  that  further  at 
this  time  unless  you  desire  it.    [Continuing  reading:] 

REFUSAL    TO    FURNISH    SPECIAL    REPORTS    AND    DENIAL    OF    THE    AUTHORITY    OF    THE 

COMPTROLLER'S  OFFICE. 

The  records  clearly  show  that  until  the  recent  decision  of  Mr.  Justice  McCoy, 
to  which  I  have  referred,  you  refused  to  furnish,  and  denied  the  authority  of 
the  comptroller  to  call  for,  the  information  and  special  reports  which  it  was 
essential  that  you  should  furnish  in  order  that  the  comptroller  might  have 
full  knowledge  of  the  affairs  of  the  4)ank.  I  regret  to  say  that  many  of  such 
reports  that  have  been  furnished,  until  quite  recently,  have  been  evasive,  insuffi- 
cient, inaccurate,  and  incomplete.  It  is  a  serious  question  for  this  office  to 
give  life  to  a  bank  or  association  which  defies  the  comptroller's  authority  and 
challenges  his  right  to  such  information  as  the  comptroller  deems  necessary  to 
enable  him  to  properly  understand  the  condition  of  affairs  of  the  bank  and 
enforce  the  law. 

It  seems  to  me  those  statements  are  elementary  and  can  hardly  be 
disputed.  They  have  been  completely  sustained,  as  a  matter  of  fact, 
by  the  Supreme  Court  of  the  District. 

The  suit  brought  by  the  Riggs  National  Bank  against  the  Comptroller  of  the 
Currency  et  al,  in  the  Supreme  Court  of  the  District  of  Columbia,  to  which  I 
have  alluded,  grew  out  of  the  effort  of  the  comptroller's  office  to  secure  special 
reports  and  complete  information  as  to  the  affairs  of  the  bank.  Mr.  Justice 
McCoy,  in  the  opinion  to  which  I  have  referred,  says  inter  alia  concerning  the 
comptroller's  request  for  a  special  report,  the  refusal  to  furnish  which  carried 
the  imposition  of  the  $5,000  fine : 

'*  That  demand  was  two-fold : 

**  First,  for  information  in  regard  to  all  direct  loans  made  by  the  bank  to 
certain  of  its  men  officers;  and 

"Second,  for  information  in  regard  to  all  indirect  or  dummy  or  concealed 
lnans  made  since  the  organization  of  the  bank  for  the  benefit  indirectly  or  di- 
rectly of  those  officers  or  any  of  them,  including  all  loans  for  which  they  or 
any  of  tjiem  had  indorsed  or  for  which  they  had  furnished  the  whole  or  any 
part  of  the  collateral  by  which  loans  to  any  of  them  were  secured,  and  for 
other  information  as  shown  by  the  quotation  of  said  paragraph  above. 

**  In  the  view  which  the  court  takes  of  the  power  of  the  comptroller  these  de- 
mands were  entirely  within  his  powers." 

I  am  quoting  from  the  opinion  of  the  court.  [Continuing  read- 
ing:] 

The  decision  of  Mr.  Justice  McCoy  further  says : 

"  *  *  *  It  is  perfectly  obvious  that  as  to  concealed  loans  made  for  the 
benefit  of  the  officers  of  the  bank  no  possible  limits  of  the  scope  of  an  Inquiry 
by  the  comptroller  could  be  reasonably  suggested.     *     *     * 
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With  this  suit  thus  disposed  of,  the  application  of  the  bank  is  not  embarrass 
by  an  attitude  of  resistance  to  or  questioning  of  the  law  and  the  authority  of  the 
comptroller.  The  next  question  is  the  future  management  of  the  bank.  There 
are  several  Instances  where  my  predecessors  have  refused  to  extend  the  char- 
ters of  national  banks  because  of  the  unsatisfactory  record  of  the  applicant 
bank  and  the  conduct  of  its  officers,  and  have  enforced  their  demand  for  a 
change  of  officers  as  a  condition  of  the  extension  of  the  charter.  In  this  case 
it  has  been  urged  upon  me  that  the  conduct  and  management  of  the  bank  under 
its  present  officers  for  the  past  18  months  is  in  earnest  that  it  will  be  managed 
In  the  future  in  full  compliance  with  the  law.  Whatever  doubts  the  comptroller 
has  entertained  in  this  particular  have  been  sufficiently  satisfied  by  a  written 
pledge,  signed  by  all  the  directors  and  filled  with  the  Comptroller  of  the  Cur 
rency,  that  the  bank's  business  and  affairs  wilj  be  conducted  in  the  future  in 
scrupulous  compliance  with  the  law  and  all  lawful  rules,  regulations,  and  re- 
quirements of  the  Comptroller  of  the  Currency.  The  following  is  a  copy  of  said 
pledge : 

The  Rigor  National  Rank  of  Washington,  D.  C, 

Washington,  f).  C,  June  21.  1916. 
The  Comptroller  of  the  Citirency, 

Washington,  D.  C. 

Sir:  We,  the  undersigned  directors  of  the  Hlggs  National  Bank,  hereby 
solemnly  and  severally  pledge  ourselves  to  give  special  attention  In  the  future 
to  the  manner  in  which  -the  officers  of  the  Riggs  National  Bank  shall  carry  »u 
and  conduct  the  business  and  affairs  of  the  bank,  to  the  end  that  the  business 
operations  and  affairs  of  the  bank  in  the  future  shall  be  conducted  In  strict  com- 
pliance with  the  national  bank  act  and  all  the  laws  of  the  United  States  and 
in  conformity  with  the  lawful  rules,  regulations,  and  requirements  of  the  Office 
of  the  Comptroller  of  the  Currency,  and  to  take  all  such  actions  as  shall  be 
necessary  to  secure  that  end. 

The  charter  of  the  Riggs  National  Bank  expires  by  limitation  on  the  26th 
of  June,  1916.  The  stockholders  of  said  bank,  including  the  undersigned  direc- 
tors, have  made  application  according  to  law  to  the  Comptroller  of  the  Currency 
for  an  extension  of  its  charter  for  a  further  period  of  20  years. 

Because  of  .the  controversies  and  issues  which  gave  rise  to  the  litigation  in 
the  equity  suit  above  referred  to,  and  in  order  to  remove  any  doubt  of  the 
comptroller  as  to  the  future  conduct  and  management  of  the  said  Riggs  National 
Bank,  we  hereby  give  htm  this  express  and  written  assurance,  in  the  hope  that 
liis  doubts  may  be  allayed,  and  that  the  said  application  for  an  extension  of 
the  charter  of  the  bank  for  the  future  period  of  20  years  will  be  granted. 

Respectfully, 

Charles  I.  Corby,  Thos.  Hyde,  Milton  E.  Ailes,  James  M.  Johnston, 
L.  Kemp  Duval,  L.  E.  Jeffries,  E.  V.  Murphy.  Robert  C.  Wllkins, 
Wm.  J.  Flather,  Joseph  Paul,  Chas.  C.  Glover,  Jr.,  Cbaa.  C. 
Glover,  H.  Rosier  Dulany,  Sterling  Ruffin. 

These  questions  being  satisfactorily  disposed  of,  there  is  but  one  other  to  be 
considered,  and  that  is  the  solvency  and  financial  condition  of  the  bank. 

A  special  examination,  as  required  by  the  national  bank  act,  has  been  made 
since  the  filing  of  the  application  for  the  extension  of  the  charter,  and  the  report 
of  the  examiners  as  to  the  financial  condition  of  the  bank  is  found  to  be  satis- 
factory. 

Mr.  Chairman,  may  I  ask  whether  Mr.  McFadden  will  appear  be- 
fore the  committee  ? 

The  Chairman.  I  can  not  answer  that  question.  All  I  can  say  is 
that  he  has  been  notified  that  we  expect  to  close  the  hearings  for  the 
present  to-day. 

Mr.  Williams.  He  has  made  serious  charges  which  I  thought  he 
ought  to  be  willing  to  attempt  to  corroborate,  or  to  withdraw. 

The  Chairman.  You  have  the  right  to  express  your  opinion. 

Senator  Walsh.  What  is  that.  Mr.  Chairman? 

The  Chairman.  I  say,  I  think  Mr.  Williams  has  the  right  to  ex- 
press his  opinion. 

Senator  Walsh.  Some  one  made  charges  and  has  not  appeared 
before  the  committee  ? 
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The  Chairman.  Mr.  McFadden  made  charges  in  the  public  prints. 

Senator  Walsh.  Of  course  the  committee  will  not  consider  any 
charges  made  by  persons  who  have  not  appeared  before  us,  will  it, 
Mr.  Chairman  ? 

The  Chairman.  I  do  not  think  it  is  necessary  to  discuss  that  ques- 
tion. Mr.  McFadden  is  a  Member  of  Congress.  He  has  made  certain 
statements  which  have  appeared  in  the  newspapers. 

Senator  Walsh.  He  has  not  made  them  here  in  this  room  ? 

The  Chairman.  Mr.  Williams  has  answered  those  statements. 

Senator  Walsh.  He  has  made  no  statement  in  this  room? 

The  Chairman.  Mr.  McFadden  has  been  invited  to  the  hearings 
of  the  committee,  but  has  not  made  any  statement. 

Senator  Walsh.  There  ought  not  to  be  any  doubt,  Mr.  Chairman, 
of  the  fact  that  this  committee  does  not  intend  to  consider  charges 
made  in  the  House  or  upon  the  street  or  in  newspaper  offices  unless 
the  persons  appear  here  in  person. 

The  Chairman.  Oh,  certainly ;  there  is  no  doubt  about  that. 

Senator  Walsh.  So  he  will  not  need  to  answer  any  of  those 
charges. 

The  Chairman.  Notwithstanding  that  fact,  Mr.  Williams  has 
answered  those  charges. 

Senator  Walsh.  But  the  point  I  want  to  assure  him  of  is  that  we 
will  not  consider  any  charges  made  elsewhere  than  in  this  room. 

The  Chairman.  You  are  entirely  right  about  that.  It  is  not 
necessary  to  discuss  it.  This  point  has  been  brought  up  several  times 
before.  I  think  it  is  pretty  generally  understood.  It  is  hardly 
necessary  to  revive  it  now. 

Mr.  Williams.  I  thought  it  necessary  to  make  some  reference 
while  Senator  Penrose  was  present,  as  he  was  about  to  leave,  in  view 
of  the  fact  that  Mr.  McFadden,  when  he  was  called  upon  by  the 
chairman  to  come  to  the  hearing,  asked  to  be  excused  and  said  he 
desired  to  come  some  other  time.  I  have  several  times  requested  the 
chairman  to  summon  Mr.  McFadden  to  come  and  make  any  charges 
or  complaints  that  he  desires  to  make  or  was  prepared  to  make,  and 
before  the  committee  adjourned  I  wanted  to  have  it  understood  how 
that  matter  stood. 

Senator  Walsh.  You  have  done  your  part  to  bring  him  forward. 
I  do  not  think  you  need  to  explain. 

Mr.  Williams  (continuing  reading  from  Comptroller's  decision) : 

In  view,  therefore,  of  the  solemn  pledge  given  by  the  directors  of  the  bank 
that  they  will  give  special  attention  in  the  future  to  the  manner  in  which  the 
officers  and  employees  of  the  Hlggs  National  Bank  shall  carry  on  and  conduct 
the  business  and  affairs  of  the  bank,  to  the  end  that  the  business  operations  and 
affairs  of  the  bank  in  the  future  shall  be  conducted  in  strict  compliance  with  the 
national  bank  act  and  all  the  laws  of  the  United  States,  and  in  conformity  with 
the  lawful  rules,  regulations,  and  requirements  of  the  office  of  the  Comptroller 
of  the  Currency,  and  to  take  all  such  action  as  shall  be  necessary  to  secure  that 
end,  and  in  view  of  the  fact  that  the  bank  is  solvent,  and  when  properly  con- 
ducted will  serve  a  useful  purpose  in  the  community,  and  that  a  refusal  to  ap- 
prove your  application  for  an  amendment  to  your  charter  extending  your  period 
of  succession  might  work  injustice  to  innocent  stockholders,  many  of  whom 
may  have  no  potential  influence  or  voice  in  the  selection  of  the  directors  of 
the  bank  or  its  officers  since  they  may  be  in  a  minority,  I  have  concluded  to 
issue  a  certificate  of  approval  of  your  application  for  an  extension  of  your  char- 
ter, with  the  expectation  that  the  officers  and  directors  of  the  Riggs  National 
Bank,  profiting  by  the  experience  of  the  past  and  the  decision  of  the  court  in  the 
litigation  to  which  I  have  referred,  will  scrupulously  conform  to  the  provisions 
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of  the  national  bank  act  and  the  rules,  regulations,  and  requirements  of  the 
comptroller's  office  In  the  future.  By  doing  this  and  confining  itself  to  the 
legitimate  business  of  banking  the  Riggs  National  Bank  can  serve  thin  com- 
munity usefully  and  honorably.  So  long  as  it  does  this  it  will  have  the  support 
and  approval  of  the  duly  constituted  authorities  of  the  Government. 
Respectfully, 

Jno.  Skelton  Williams, 
Comptroller  of  the  Currency. 

Gentlemen,  as  I  pointed  out  to  you  in  the  previous  hearing,  the 
benefits  which  the  bank  has  derived  and  is  deriving  from  its  com- 
pliance with  the  law  and  from  the  stoppage  of  those  dangerous,*  ir- 
regular, and  unlawful  operations  and  methods  which  have  been  so 
long  prevalent,  have  become  increasingly  apparent 

I  call  your  attention  to  the  fact  that  the  total  deposits  of  the  Riggs 
National  Bank  on  June  9,  1904,  10  years  before  this  controversy 
began,  were  $8,726,000.  In  June,  1914,  at  the  beginning  of  this  con- 
troversy, its  deposits  were  only  $9,978,000.  It  had  increased  in  10 
years  but  little  more  than  10  per  cent  during  those  10  years  and  while 
the  energies  and  activities  of  the  principal  officers  were  being  directed 
toward  their  real  estate  and  stock  market  operations. 

In  the  past  five  years,  since  the  Comptroller  of  the  Currency  began 
this  investigation  and  required  these  irregular  and  unlawful  prac- 
tices to  cease,  the  deposits  have  grown  from  $9,978,000,  as  stated, 
on  June  30,  1914.  to  $23,487,000  on  June  30,  1919.  In  other  words, 
they  have  more  tnan  doubled  in  five  years. 

I  do  not  ascribe  that  great  increase  entirely  to  the  cause  that  I  have 
suggested,  but  I  do  think  that  it  was  a  potential  factor  in  increasing 
public  confidence  in  the  bank  and  in  aiding  and  assisting  in  its  pros- 
perity. 

I  also  call  attention  to  the  fact  that  the  total  resources  of  the 
bank  on  June  9, 1904,  were  $12,699,000 ;  that  after  10  years  of  opera- 
tions, on  June  30,  1914,  the  resources  were  only  $15,066,000;  an  in- 
crease of  about  20  per  cent  in  10  years.  But  in  the  past  five  years, 
following  the  purification  of  the  bank  and  the  cutting  out  and  doing 
away  with  the  irregular  and  unlawful  practices  which  had  possessed 
it  for  so  many  years,  during  these  past  five  years  that  the  officers 
have  been  able  to  give  their  more  undivided  attention  to  the  bank's 
interest  as  a  bank,  the  resources  have  increased  from  $15,066,000  in 
June,  1914,  at  the  time  of  this  controversy,  to  more  than  $28,000,000 
in  June,  1919. 

The  Chairman.  That  is  rather  an  exceptional  record;  or  does  it 
compare  with  the  increases  in  other  national  banks? 

Mr.  Williams.  I  should  be  very  glad  to  have  the  national  bank- 
of  the  whole  country  compared  for  that  same  period. 
.  The  Chairman.  Oh,  no ;  if  you  do  not  know,  Mr.  Williams,  I  do 
not  want  you  to  go  to  that  trouble,    I  did  not  know  but  what  you 
might  give  us  an  idea. 

Mr.  Williams.  I  think  that  the  change  has  been  more  marked 
than  with  the  banks  generally  as  compared  with  the  10-year  period. 
1904  to  1914,  and  the  five-year  period,  1914  to  1919. 

Senator  Walsh.  Of  course,  the  last  five  years  have  been  exceptional 
in  the  banking  business. 

Mr.  Williams.  Yes ;  for  the  whole  country.  But  the  point  is  that 
if  it  had  not  been  for  the  fact  that  the  bank  had  been  practically 
stationary  during  those  previous  10  years  when  the  other  banks  had 
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been  growing — other  banks  whose  officers  had  been  devoting  them- 
selves to  the  functions  of  banking — the  figures  would  not  have  been 
so  significant.  But  the  comparison  is  principally  with  the  period 
of  comparative  stagnation  or  slow  growth  during  1904  to  1914,  while 
the  bank  was  conducting  its  business  in  this  irregular  way,  and  the 
growth  which  has  taken  place  since  these  objectionable  practices  and 
unlawful  operations  were  done  away  with. 

Mr.  Chairman,  there  is  one  point  that  I  would  like  to  refer  to 
before  I  sit  down. 

Mr.  Untermyer  in  his  testimony  yesterday  gave  me  credit  for  the 
rule  requiring  national  banks  to  pay  interest  on  Government  de- 
posits. I  want  to  say  that  Secretary  McAdoo,  the  Secretary  of  the 
Treasury,  is  entitled  to  that  credit. 

I  also  wish  to  call  your  attention  to  the  fact  that  the  digest  of  the 
decision  of  the  Supreme  Court  of  the  District,  which  has  been  re- 
ferred to  several  times  in  these  hearings  and  which  was  referred  to 
as  having  been  prepared  by  me  or  my  office,  was  not  prepared  by  me. 
I  had  nothing  whatever  to  do  with  it.  It  was  a  digest  prepared  by 
the  Department  of  Justice  of  the  decision  which  had  just  been 
rendered  by  the  Supreme  Court  of  the  District. 

I  wish  to  read  into  the  record,  Mr.  Chairman — I  will  not  detain 
you  with  it,  but  if  you  will  permit  me  to  have  the  letter  introduced 

1  would  like  to  introduce  tne  letter  from  the  Comptroller  of  the 
Currency  to  C.  C.  Glover,  president  of  the  Biggs  iNational  Bank, 
dated  January  12,  1915,  found  on  pages  111,  112,  and  113  of  volume 

2  of  the  correspondence. 

The  Chairman.  That  may  be  done. 
(The  letter  referred  to  is  as  follows:) 

Treasury  Department, 
Comptroller  of  the  Currency, 

Washington,  January  12,  1915. 
Mr.  C.  C.  Glover, 

President  the  Riggs  National  Bank, 

Washington,  D.  C. 

Sir:  The  national-bank  examiner  has  brought  to  my  attention  the  steno- 
graphic report  of  his  continued  examination,  under  oath,  on  yesterday,  of 
yourself  and  certain  other  officers  of  the  Riggs  National  Bank. 

Early  in  yesterday's  examination  the  bank  examiner  made  this  statement, 
as  shown  in  the  stenographic  report: 

*'  I  understand,  for  instance,  in  the  case  of  Mr.  Ailes  and  Mr.  Glover,  that 
they  both  have  been  put  under  oath  in  the  course  of  this  examination,  and  any 
remarks  they  make  are  under  the  same  examination,  under  the  same  oath." 

The  examination  was  then  continued  with  this  understanding. 

During  the  examination  officers  of  your  bank  were  examined  as  to  the  com- 
mission business  which  the  bank  or  its  officers  had  been  conducting  in  one  way 
or  another  since  the  organization  of  the  bank  in  July,  1896. 

I  do  not  care  at  this,  time  to  go  into  other  developments  of  this  examination; 
they  can  be  dealt  with  later.  But  the  statement  which  you  made  in  closing 
is  so  extraordinary  and  so  untrue  that  I  desire  to  give  you  the  opportunity  at 
once  of  attempting  to  explain  it.  The  stenographic  report  shows  this  closing 
statement  of  yours — under  oath — to  have  been  as  follows : 

"  This  commission  business  could  have  been  stopped  eighteen  and  a  half  years 
ago,  but  we  never  had  from  any  examiner,  or  Secretary  of  the  Treasury,  or 
Assistant  Secretary,  or  any  comptroller,  or  deputy  comptroller,  a  request  to  this 
bank  to  stop  any  part  of  the  business  that  we  have  been  transacting/' 

That  statement  is  squarely  contradicted  by  facts,  and  is  absolutely  untrue; 
and  evidence  in  the  possession  of  this  office  shows  that  you  must  have  known 
that  it  was  untrue. 

The  period  winch  you  speak  of — eighteen  and  one-half  years — goes  back  to 
July,  1896,  the  time  at  which  the  business  of  the  Riggs  National  Bank  was 
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begun.  Your  statement  Is  that  the  commission  business  could  have  been 
stopped  eighteen  and  a  half  years  ago.  at  the  very  time  that  it  was  begun,  hut 
you  then  proceed  to  give,  apparently  as  a  reason  why  the  business  was  not 
stopped,  this  statement: 

"  But  we  never  " — this  expression  "  never  "  necessarily  covers  the  18-yrar 
period — "  had  from  any  examiner,  or  Secretary  of  the  Treasury,  or  Assistant 
Secretary,  or  any  comptroller,  or  deputy  comptroller,  a  request  to  this  bauk 
to  stop  any  part  of  the  business  that  we  have  been  transacting.'" 

You  have  been  transacting,  among  other  things,  the  business  of  purchasing 
and  selling  stocks,  bonds,  etc.,  on  commission.  You  had  also  been  collecting, 
as  the  books  of  the  bank  show,  commissions  on  real  estate  loans  negotiated. 

Now  as  to  whether  you  were  ever  requested  to  stop  "  any  part  of  the  busi- 
ness "  that  you  had  been  transacting: 

As  far  back  as  October  22.  1904 — 10  years  and  2  months  ago — the  Deputy  and 
Acting  Comptroller  of  the  Currency,  Air.  T.  P.  Kane,  wrote  you  and  said: 

"As  heretofore  advised,  the  bank  exceeds  Its  corporate  powers  in  the  purchase 
and  sale  of  stocks,  bonds,  etc..  on  commission.  This  business  is  evidence*!  by 
the  character  of  cash  Items,  and  the  l>ooks  of  the  bank,  which  show  commis- 
sions on  sales  and  purchases  of  stocks  and  bonds,  as  well  as  on  real  estate  loans 
negotiated.  It  is  ultra  vires  of  a  national  bank  to  traffic  in  stocks  and  bonds  by 
buying  and  selling  such  securities  on  commission." 

That  was  a  clear  and  unmistakable  warning  to  you  that  the  business  should 
be  stopped,  and  is  a  convincing  disproof  of  your  statement. 

But  this  is  not  all.  Six  months  prior,  on  April  29.  1904,  the  Comptroller  of 
the  Currency  had  written  to  "C.  C.  Glover,  president  of  the  Riggs  National 
Bank,"  a  letter  in  which  he  said  in  unmistakable  terms: 

"The  examiner  also  reports  the  purchase  and  sale  of  stocks,  bonds,  etc., 
on  commission.  As  heretofore  advised,  it  is  ultra  vires  of  a  national  bank  to 
engage  in  this  business,  and  this  practice  should  also  be  discontinued." 

Here  is  another  notification  that  the  business  was  unlawful,  and  direct  in- 
structions  to  discontinue   it. 

This  statement  also  shows  that  you  had  been  previously  warned,  and  that 
you  had  disregarded   the  warnings. 

You  can  not  claim  that  you  were  ignorant  of  the  instructions  which  were 
given  to  you  on  October  22,  1904,  for  this  office  holds  an  acknowledgment, 
over  your  own  signature,  of  the  receipt  of  the  instructions. 

Nor  can  you  claim  that  the  instructions  and  warning  contained  in  the 
comptroller's  letter  of  April  29,  1904,  failed  to  reach  you,  for  this  office  like- 
wise holds  an  acknowledgment,  over  your  own  signature,  of  the  receipt  of 
that  letter  also. 

Further  evidence  of  the  falsity  of  your  closing  statement  at  yesterday's 
examination  could  be  furnished  if  desirable,  but  the  letters  quoted  above  are 
conclusive,  and  will  suffice.  Why  you  should  have  attempted  to  spread  upon 
the  record  a  statement  so  flaringly  untrue  and  misleading,  I  find  it  hard  to 
comprehend. 

Respectfully, 

John   Skelton   Williams, 
Comptroller  of  the  Currency. 

Mr.  Williams.  I  should  also  like  to  introduce  a  letter  from 
President  C.  C.  Glover,  of  the  Riggs  National  Bank,  addressed  to 
the  Comptroller  of  the  Currency,  dated  January  14,  1915,  found 
on  pages  114,  115,  and  116. 

(The  letter  referred  to  is  here  printed  in  full,  as  follows:) 

The  Rigos  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  January  1$,  ^15. 
Comptroller  of  the  Currency, 

Washinf/ton,  D.  C. 

Sir:  I  have  received  your  letter  of  the  12th  instant;  and  although  its  lan- 
guage is  such  as  no  Comptroller  of  the  Currency  ought  to  employ  toward  an 
officer  of  any  bank  under  his  jurisdiction,  I  am  answering  it  nevertheless 
because  I  desire  this  refutation  of  your  charge  made  a  part  of  the  flies  of 
your  office. 

The  statement  which  you  excerpt  from  the  stenographic  report  of  the  exam- 
iner's hearing  was  not  a  part  of  the  examination  and  was  made  after  the 
same  had  been  concluded,  but  it  is  substantially  correct,  and  when  rend  in 
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connection  with  all  of  the  testimony  taken  by  the  examiner,  can  not  be  suc- 
cessfully contradicted. 

It  is  entirely  true  that  a  Comptroller  of  the  Currency  and  a  Deputy  Comp- 
troller of  the  Currency,  prior  to  1905,  understanding  from  the  examiner's  re- 
ports that  the  Riggs  National  Bank  had  itself  engaged  in  the  business  of  buying 
and  selling  stocks  and  bonds  on  commission,  criticized  that  practice  and 
ordered  that  it  should  be  discontinued.  It  is  likewise  true,  however,  that 
when  it  was  afterwards  fully  explained  that  the  bank  did  not  itself  purchase 
of  sell  stocks  or  bonds  on  commission,  and  that  all  such  purchases  or  sales 
were  conducted  by  the  officers  of  the  bank  as  individuals,  though  the  profits 
thus  earned  by  these  individuals  were,  for  reasons  which  they  deemed  suffi- 
cient, given  to  the  bank,  the  explanation  was  accepted  as  satisfactory,  and 
not  since  October  24,  1904,  has  this  bank  received  any  word  of  criticism  on 
that  account  until  it  was  called  in  question  by  you  during  the  past  year. 

You  say  that  your  office  holds  an  acknowledgment  over  my  signature  of  the 
receipt  of  a  letter  written  by  the  deputy  comptroller  to  this  bank  on  October 
22.  1904,  advising  that  the  purchase  or  sale  of  stocks  and  bonds  on  commissions 
was  ultra  vires,  and  you  describe  that  letter  as  "a  clear  and  unmistakable 
warning "  that  "  the  business  should  be  stopped."  I  had  not  overlooked  the 
letter  of  the  Deputy  Comptroller  of  the  Currency  to  which  you  thus  refer,  nor  the 
answer  which  I  made  to  it.  My  Iirtter  of  October  24,  in  reply  to  the  deputy 
comptroller's  letter  of  October  22,  was  incorporated  into  the  examiner's  steno- 
graphic record  while  I  was  on  the  witness  stand,  and  plainly,  therefore,  I  can 
not  be  fairly  understood  as  meaning  to  say  that  there  had  never  been  any 
warning  from  the  comptroller's  office  on  account  of  that  business. 

If,  however,  you  will  examine  my  letter  of  October  24,  which  you  characterize 
as  an  acknowledgment,  you  will  find  that  it  is  more  than  an  acknowledgment. 
It  was  an  answer  to  his  criticism  on  this  very  point,  and  an  explanation  of  the 
fact  that  the  officers  of  the  bank,  as  individuals,  and  not  the  bank  itself,  pur- 
chased and  sold  stocks  and  bonds  on  commission.  The  complaints  of  the  comp- 
troller's office  were  based  on  a  misapprehension,  and  when  that  misapprehen- 
sion was  removed  by  a  full  explanation  that  the  business  thus  criticized  was 
not  conducted  by  the  bank,  but  by  the  officers  as  Individuals,  no  request  was 
made  that  the  business  as  thus  conducted  by  the  officers  as  individuals  should 
be  stopped. 

Respectfully, 

Chas.  C.  Glover,  President. 

Mr.  Williams.  I  should  like  to  have  the  committee  compare  the 
statements  made  by  President  Glover  in  that  letter  of  January  14, 
1915,  with  the  statements  which  Mr.  Glover  and  the  Messrs.  Flather 
made  to  National  Bank  Examiner  Trimble,  as  set  forth  in  National 
Bank  Examiner  Trimble's  letter  to  the  comptroller  dated  May. 28, 
M4. 

The  Chairman.  Any  other  matter  that  you  desire  to  have  put  into 
the  record,  Mr.  Williams,  may  be  so  put  in  this  afternoon.  There 
may  something  come  up. 

Senator  Walsh.  You  can  write  to  the  chairman. 

The  Chairman.  If  it  does  not  happen  to  be  in  your  mind  now. 

Mr.  Williams.  Very  good. 

Mr.  Chairman,  before  we  adjourn  may  I  inquire  whether  there  are 
at  this  time  any  charges  or  complaints  m  regard  to  the  Comptroller 
of  the  Currency  or  the  administration  of  his  office  before  you  which 
have  not  been  replied  to  by  me? 

The  Chairman.  I  know  of  nothing  other  than  what  has  been 
brought  into  these  hearings. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  with  your  permis- 
sion I  will  stop  at  this  time.  I  think  it  is  already  agreed  that  we  can 
introduce  the  correspondence  with  the  Riggs  Bank  prior  to  my  in- 
cumbency of  the  office  of  the  Comptroller  of  the  Currency,  and  their 
replies,  and  with  your  permission  I  would  suggest  that  I  be  author- 
ized to  do  this:  That  instead  of  listing  the  names  of  the  borrowers 
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of  those  excessive  loans,  of  which  there  were  many — the  letters,  of 
course,  give  the  names  of  the  borrowers — it  might  be  a  consideration 
to  the  borrowers  or  to  the  bank  to  number  those  letters,  say,  1, 2,  and 
3,  down,  beginning  with  the  first  excessive  loan,  and  then  where  a 
particular  loan  has  continued  for  a  period  of  years  to  number  the 
second  time  it  has  been  called  attention  to  "  1-4  "  or  "  1-5,"  "  1-6  " 
or  "  2  "  or  "  3  " — something  to  identify  them  in  that  way. 

The  Chairman.  That  is  a  good  suggestion,  Mr.  Williams. 

(By  direction  of  the  chairman  certain  letters  and  articles  are  here 
printed  in  full,  as  follows:) 

TREA8UBY  iWABTMENT, 

Office  of  Comptroller  of  the  Currency, 

Washington,  July  29,  1919. 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United  States  Senate. 

Dear  Sir:  At  to-day's  hearings  before  your^ committee  I  directed  your  atten- 
tion to  the  fact  that  in  the  10  years'  periodi  preceding  the  beginning  of  my  inves- 
tigation (begun  May,  1914)  of  the  Riggs  National  Bank,  its  condition,  methods, 
and  practices,  the  bank,  despite  the  unusual  favors  which  it  had  received  from 
the  Government,  had  shown  but  little  or  no  growth  in  the  matter  of  deposits 
and  resources,  whereas  in  the  past  five  years,  from  June,  1914,  to  June,  1919, 
following  its  discontinuance  of  the  irregular,  unlawful,  aud  dangerous  practices 
previously  in  vogue,  it  has  shown  a  conspicuous  and  healthy  growth. 

I  stated  to  your  committee  that  in  my  judgment  the  bank's  slow  growth  prior 
to  1914  was  due  largely  to  the  fact  that  the  energies  and  activities  of  the  bank's 
officers.  President  Glover  and  Vice  Presidents  Ailes  and  Flather  and  Cashier 
H.  H.  Flather,  and  of  other  officers  and  employees,  were  being  devoted  to  their 
brokerage  aW  speculative  activities  and  interests,  while  the  banking  features 
of  the  institution  had  been  neglected  or  sacrificed. 

I  also  suggested  that  the  bank's  growth  for  the  past  five  j*ears  was  due  in 
large  part  to  the  fact  that  the  bank  had  ceased  its  irregular  and  unlawful  prac- 
tices and  that  the  time  and  energies  of  its  officers  were  being  more  properly  de- 
voted to  the  real  Interests  of  the  bank. 

You  asked  me  whether  It  was  not  true  that  all  the  banks  of  the  United  States 
have  also  shown  a  very  much  greater  growth  during  the  past  5  years  than  In  the 
preceding  10  years.  I  promised  to  give  you  the  actual  figures  on  this  point, 
which  I  now  have  the  pleasure  of  submitting  herewith. 

The  records  show  that  during  the  period  from  June,  1904,  to  June,  1914,  the 
resources  of  all  the  national  banks  of  the  United  States  Increased  from  $6,655,- 
989,000  to  $11,482,192,000.  or  72.51  per  cent. 

In  the  same  period  the  resources  of  the  Riggs  National  Bank  only  increased 
from  $12,699,000  to  $15,066,000,  an  increase  of  only  18.G4  per  cent. 

The  Riggs  National  Bank  was  required  in  the  summer  of  1914  to  cease  those 
irregular  and  unlawful  operations  and  Its  officers  were  required  to  devote  their 
time  to  the  legitimate  operations  of  national  banks. 

In  the  period  from  June  30,  1914,  to  May  12,  1919,  the  resources  of  all  the 
national  banks  of  the  United  States  increased  from  $11,182,191,000  to  $20,824,- 
991,000,  or  81.37  per  cent. 

In  the  same  period  the  resources  of  the  Riggs  National  Bank,  under  im- 
proved conditions  of  management  with  its  unlawful  operations  abated,  increased 
from  $15,067,000  to  $27,610.000— an  increase  of  83.29  per  cent. 

In  other  words,  during  the  10  years  from  1904  to  1914,  while  the  bank  was 
operating  in  violation  of  law  and  in  disregard  of  the  requirements  of  the  comp- 
troller's office,  the  percentage  of  increase  shown  by  the  Riggs  National 
Bank  was  only  about  one-fourth  of  the  increase  shown  by  all  the  national 
banks  of  the  United  States  for  the  same  period. 

For  the  5-year  period  from  June,  1914,  to  May.  1919,  the  percentage  of  in- 
crease in  resources  shown  by  the  Riggs  National  Bank  was  83.29  per  cent, 
as  compared  with  an  increase  of  81.37  per  cent  for  all  national  banks  for  the 

same  period. 

Is  not  this  comparison  a  rather  decisive  refutation  of  the  unfair  and  malicious 
charge  made  by  Mr.  Hogan  that  the  efforts  of  the  comptroller's  office  were 
calculated  or  intended  to  injure  or  ruin  the  bank? 
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If  the  unlawful  and  pernicious  practices  which  were  in  vogue  prior  to  the 
outbreak  of  the  European  war  had  not  been  arrested  and  controlled  it  is  easy 
to  imagine  what  the  evil  consequences  might  have  been  to  this  bank  in  the  try- 
ing period  which  followed. 

During  the  hearings,  Mr.  Chairman,  you  also  raised  the  question  as  to 
whether  the  State  banks  of  the  country  were  not  making  quite  as  favorable  a 
showing  as  the  national  hanks.  In  reply  to  your  query,  I  take  the  liberty  of 
quoting  from  pages  11  and  12,  volume  I,  of  the  report  of  the  Comptroller  of 
the  Currency  for  1918 : 

"  The  following  statement  shows  the  growth  In  resources  of  all  State  banks, 
savings  banks,  private  banks,  and  loan  and  trust  companies  as  of  June,  1913, 
as  compared  with  June,  1918,  together  with  a  further  comparison  of  national 
banks  at  the  time  of  the  June,  1913,  call  and  the  call  of  June  29, 1918 : 


State  banks,  savings  banks,  trust  com- 

puiies.  etc 

National  banks 


June,  1913. 


914,075,243,842 
11,036,000,000 


June,  1918. 


922,371,496,514 
17,839,502,000 


Increase.        >  Per  cent. 


17,696,262,672 
6,803,502,000 


5X4 
61.6 


"On  June  4,  1913,  the  resources  of  the  national  banks  were  $11,036,000,000; 
on  November  1,  1918,  their  resources  were  $19,821,000,000,  an  increase,  in  less 
than  five  and  one-half  years  of  $8,785,000,000,  or  79.6  per  cent. 

"  The  increase  in  the  resources  of  the  State  banks,  savings  banks,  trust  com- 
panies, etc.,  for  the  five-year  period  between  June,  1913  and  1918,  as  shown 
alwve,  was  52.4  per  cent,  the  increase  in  the  resources  of  national  banks  from 
June.  1913,  to  June,  1918,  amounted  to  61.6  per  cent. 

"  These  figures  show  that  the  growth  of  the  banks  under  -national  supervi- 
sion, during  the  past  five  yea  re,  has  been  distincty  greater  than  the  increase 
shown  by  the  State  banking  institutions. 

"  In  the  five  years  1914  to  1918,  both  inclusive,  the  records  show  314  failures 
of  State  banks,  savings  banks,  private  banks,  and  loan  and  trust  companies. 
There  were  56  national  bank  failures  during  the  same  period.  For  the  12 
months'  period  ending  October  31,  1918,  failures  among  the  State  banking  in- 
stitutions were  32  in  17  States.  During  the  same  period  there  were  only  two 
national  bank  failures,  in  two  States." 

I  also  take  the  liberty  of  quoting  the  following  statement  from  page  4  of  the 
«ame  report  of  the  comptroller: 

"  The  resources  of  the  national  banks  now  exceed  by  more  than  a  billion  dol- 
lars the  combined  resources  of  all  the  State  banks,  savings  banks,  private  banks, 
nnd  trust  companies  of  the  country  as  late  as  June,  1916,  and  are  within  one 
billion  dollars  of  the  combined  resources  of  all  other  banks  and  trust  companies, 
a*  shown  by  their  reports  of  June,  1917. 

'•  The  resources  of  the  national  banks  of  the  United  States  at  this  time  ex- 
ceed the  aggregate  resources  of  the  national  banks  of  issue  of  England,  the 
Dominion  of  Canada,  France,  Italy,  the  Netherlands,  Norway,  Sweden,  Den- 
mark, Japan,  and  Germany,  all  combined,  as  shown  by  their  latest  available 
reports." 

At  yesterday's  hearing  before  your  committee  concerning  my  confirmation  as 
comptroller,  I  called  the  attention  of  your  committee  to  an  occasion  in  the  early 
part  of  1908  when  certain  profits  which  the  Riggs  National  Bank  had  made  in 
certain  United  States  Government  bond  operations  on  joint  account  transac- 
tions with  the  National  City  Bank  of  New  York,  amounting  to  $50,918,  had  been 
credited  upon  the  books  of  the  bank  to  certain  officers  of  the  bank — Messrs. 
(Hover  and  Flather;  although  seme  weeks  subsequently  the  amount  was  charged 
to  these  officers  and  credited  to  profit  and  loss. 

In  connection  with  that  transaction  you  raised  the  question  as  to  whether 
those  credits  were  made  before  or  after  the  bank  had  increased  its  capital.  I 
told  you  that  the  increase  in  the  bank's  capital  had  taken  place  five  years  be- 
forehand that  I  would  advise  you  further  as  to  the  number  of  the  bank's  stock- 
holders at  the  time  of  the  transaction. 

The  records  show  that  at  the  time  the  $56,918  was  credited  to  the  Glover 
and  Flather  account  the  bank  was  owned  by  about  120  different  stockholders, 
about  100  of  whom  were  holders  of  the  bank's  stock  for  $10,000  or  less,  and 
about  15  owned  over  100  shares  each ;  so  that  the  entry  could  not  be  Justified 
on  the  theory  that  the  officers  to  whose  credit  the  bank's  profit  was  originally 
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passed  (although  subsequently  transferred  to  profit  and  loss)  were  virtually 
the  owners  of  the  bank.  As  a  matter  of  fact,  it  appears  from  the  records 
that  Mr.  Glover  and  the  Messrs.  Flather  at  that  time  owned  less  than  6  per 
cent  of  the  capital  |tock  of  the  bank. 

I  also  beg  leave  to  report  that  as  late  as  July,  1901,  the  members  of  the  firm 
of  Glover,  Hyde,  Johnson  &  Flather  (composed  of  the  bank's  officers)  owned, 
all  combined,  only  about  four-tenths  of  the  capital  stock  of  the  Riggs  National 
Bank;  although  from  1897  until  May,  1902,  that  firm  was  using  the  funds, 
credit,  and  facilities  of  the  Rlggs  Bank  in  its  brokerage  operations,  and  di- 
vided up  among  themselves  in  that  period  over  $45,000  of  profits  from  its  broker- 
age and  real  estate  business.  There  was  in  1901  about  40  other  stockholders 
in  the  bank  whose  holdings  represented  a  large  majority  of  the  bank's  capital 
stock,  who,  it  appears,  derived  no  pecuniary  benefits  from  those  brokerage 
operations  for  which  the  bank's  capital,  credit,  and  facilities  were  being  used. 

At  the  hearings  before  your  committee  on  July  24,  1919,  I  stated  to  your 
committer  that,  despite  Mr.  Hogan's  positive  denial  that  the  Riggs  National 
Bank  had  in  past  years  enjoyed  special  favors  from  the  Treasury  Department, 
the  indisputable  records  of  the  office  prove  that  his  denial  was  wholly  untrue 
and  that  in  many  ways  the  Riggs  National  Bank  had  been  favored  and  to  a 
very  remarkable  degree. 

I  also  stated  that  there  had  not  only  been  discrimination  in  favor  of  the 
Riggs  National  Bank  in  the  matter  of  Government  deposits,  but  that  the  bank 
had  enjoyed  special  favors  in  the  matter  of  obtaining  information  and  data 
from  the  various  bureaus  of  the  Treasury,  and  I  referred  to  an  Incident  in 
connection  with  my  examinations  of  the  bank  where  it  had  been  discovered 
that  a  copy  of  a  certain  confidential  document,  intended  only  for  national  bank 
examiners,  had  passed  into  the  possession  of  the  Riggs  Bank.  I  stated  that 
if  you  desire  I  would  be  pleased  to  furnish  you  further  Information  in  regard 
to  that  incident.  You  requested  that  I  do  so.  I  now  have  the  pleasure  of 
handing  you  a  copy  of  a  letter  which,  as  Comptroller  of  the  Currency,  I  ad- 
dressed, on  October  9,  1915,  to  Vice  President  Ailes,  of  the  Riggs  National 
Bank,  which  was  as  follows : 

Treasury  Department, 
Washington,  D.  C.f  October  9,  1915. 
Mr.  M.  E.  Aitjss, 

Vice  President  Riggs  National  Bank, 

Washington,  D  C. 

Sir  :  The  records  show  that  some  time  a'go,  as  vice  president  of  the  Riggs  Na- 
tional Bank,  you  wrote  a  letter  to  an  officer  of  the  National  City  Bank  of  New 
York,  of  which  bank  you  were  also  an  employee,  in  which  you  said : 

44  I  am  sending  you  herewith  a  copy  of  the  comptroller's  pamphlet,  Defalcations 
and  Metjiods  of  Concealment." 

That  pamphlet  was  a  confidential  communication  issued  by  the  Office  of  the 
Comptroller  of  the  Currency  for  the  instruction  of  national-bank  examiners 
only.  There  was  printed  across  the  face  of  the  pamphlet  a  statement  which  re- 
cited that: 

"  (This  is  a  confidential  publication  which  has  been  compiled  for  the  use  of 
bank  examiners  and  is  to  be  returned  to  the  Comptroller  of  the  Currency  by  the 
recipient  when  the  service  of  the  examiner  is  terminated.". 

There  can  therefore  be  no  question  but  that  you  knew  that  this  was  a  confi- 
dential document,  published  with  the  intention  that  it  should  not  go  out  of  the 
possession  of  the  comptroller's  office  or  its  examiners. 

You  are  requested  to  inform  this  office  immediately  how,  when,  and  through 
whom  you  obained  this  document,  the  property  of  this  office. 

In  the  letter  in  which  you  conveyed  this  pamphlet  to  an  officer  of  the  National 
City  Bank  of  New  York  you  said : 

44  The  instructions  to  examiners  are  of  a  very  confidential  character  and  I 
was  unable  to  obtain  them  to-day.  I  think  perhaps  it  may  be  possible  to  do  so 
another  time,  however,  and  I  will  make  an  effort  early  next  week  to  get  hold 
of  a  set  for  you." 

You  are  requested  to  inform  this  office  at  once  whether  the  set  of  "  Instruc- 
tions to  examiners,"  which  you  admit  that  you  clearly  knew  were  t4  of  a  very 
confidential  character,"  was  obtained  eventually  by,  for,  or  through  you  and 
transmitted  to  the  National  City  Bank  or  to  any  of  its  officers. 

If  you  succeeded  in  getting  possession  of  the  documents  referred  to,  you  are 
requested  to  inform  this  office  promptly  how,  when,  and  through  whom  these 
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confidential  papers  of  the  comptroller's  office  were  secured  by  or  for  you,  and 
to  return  them  at  once  to  the  Office  of  the  Comptroller  of  the  Currency. 
Respectfully, 

John  Skelton  Williams, 
Comptroller  of  the  Currency. 

I  do  not  find  Mr.  Ailes's  reply  to  the  foregoing  letter  in  the  files.  My  recol- 
lection is  that  the  explanation  he  offered  was  that  the  confidential  document 
referred  to  had  been  given  to  him  by  one  of  my  predecessors  in  office. 

At  the  hearing  before  your  committee  on  July  24,  1910,  in  answer  to  state- 
ments made  by  Mr.  Toole  and  Mr.  Hogan,  to  the  effect  that  unfair  discrimina- 
tion had  been  exercised  against  the  Federal  National  Bank  in  the  matter  of 
Government  deposits.  I  submitted  to  your  committee  a  table  showing  the  total 
amount  of  Government  deposits  in  each  of  the  14  national  banks  of  the  District 
of  Columbia  at  the  time  of  each  of  the  three  calls  made  since  January  1,  1919, 
which  showed  there  had  not  only  been  no  discrimination  against  the  Federal 
National  Bank,  but  the  bank  had  as  a  matter  of  fact  received  a  very  much 
larger  share  of  Government  deposits  in  proportion  to  Its  total  resources  than 
the  average  bank  in  the  District. 

You  asked  whether  the  period  covered  by  that  table  did  not  relate  to  Secre- 
tary Glass's  administration  as  Secretary  of  the  Treasury,  and  intimated  that 
if  I  should  have  gone  back  prior  to  January  1,  1919,  the  results  might  have 
l»eeii  different.  I  promptly  told  you  that  I  should  be  pleased  to  give  you  figures 
for  a  prior  jieriod  if  you  desired  them,  and  I  now  have  the  honor  to  present 
to  you  the  attached  table  showing  as  of  the  dates  of  all  calls  made  in  the  year 
1918:  The  total  Government  deposits  with  all  the  national  banks  of  the  District 
of  Columbia,  and  the  resources  of  all  the  national  banks  of  the  district  on  the 
same  dates  as  reported  by  these  banks  under  oath,  showing  the  proportion  of 
Tnited  States  deposits  to  total  resources  for  all  the  national  banks. 

Those  figures  are  followed  by  a  table  showing  the  total  United  States  deposits 
held  at  the  time  of  each  call  for  reports  of  condition  by  the  Federal  National 
Hank,  together  with  the  total  resources  of  the  Federal  National  Bank  at  the 
time  of  each  call,  and  showing  the  proportion  of  United  States  deposits  to  the 
total  resources  on  each  date.     (See  Table  A,  attached  hereto.) 

These  figures  show  you  that  throughout  the  year  1918  the  proportion  of  Gov- 
ernment deposits  to  the  total  resources  held  by  the  Federal  National  Bank 
averaged  8.34  per  cent,  whereas  the  proportion  of  Government  deposits  to  total 
resources  tor  all  of  the  national  banks  for  the  same  period,  including  the  Federal, 
averaged  only  5.07  per  cent.  In  other  words  the  proportion  of  Government 
deiM>sits  to  total  resources  held  by  the  Federal  for  the  period  under  discussion 
was  (56  per  cent  greater  than  the  average  of  all  other  national  banks  of  the 
district. 

Although  the  total  resources  of  the  Federal  National  Bank  for  1918  averaged 
only  0.07  per  cent  of  the  total  resources  of  all  the  national  banks  In  the  Dis- 
trict, the  records  show  that  its  average  Government  deposits  carried,  as  shown 
by  the  banks'  own  statements  to  this  office  during  the  year,  averaged  11.59 
per  cent  of  the  total  Government  deposits  in  the  District. 

On  page  220  of  the  present  hearings  I  find  the  following  questions  addressed 
by  you  as  chairman  to  me,  and  my  replies : 

"  The  Chairman.  Did  any  of  the  banks  with  which  Mr.  L.  J.  Cooper  was 
connected  or  Thomas  E.  Cooper,  or  any  of  the  family,  fail? 

'*  Mr.  Williams.  I  am  coming  to  an  illustration  of  that  in  a  few  minutes  if 
you  will  kindly  allow  me  to  proceed  In  an  orderly  way. 

*'  The  Chairman.  Just  answer  my  question. 

"  Mr.  Williams.  I  think  that  Mr.  L.  J.  Cooper  was  an  officer  of  this  very 
State  bank  which  failed.    That  Is  my  Impression.     You  can  have  it  verified. 

"The  Chairman.  You  do  not  know  whether  any  of  the  institutions  with 
which  the  Coopers  were  connected  failed  or  not? 

"Mr.  Williams.  Yes;  I  do  know  that  a  number  of  the  banks  were  closed 
out. 

"The  Chairman.  In  which  they  were  officers? 

"  Mr.  Williams.  In  which  they  were  officers  or  guiding  and  directing  spirits. 
I  have  not  them  ready  at  hand,  but  I  can  get  a  tabulated  statement  of  the 
official  connection  of  the  Cooper  family  with  failed  banks,  and  if  you  would 
like  me  to  do  so  I  can  present  you  with  such  a  schedule.1 
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In  response  to  your  inquiry,  I  now  beg  leave  to  submit  the  following  memo 
randum,  furnished  me  by  National  Bank  Examiner  Borden,  of  the  sixth  Fed- 
eral reserve  district,  giving  what  I  understand  to  be  a  partial  or  incomplete 
list  of  bank  wreckages  which  mark  the  path  of  the  men  as  to  whose  operation* 
you  inquire — brothers  and  kinsmen  of  Wade  H.  Cooper,  with  divers  of  whose 
operations  they  have  been  intimately  connected.  All  of  Wade  H.  Cooper's 
numerous,  untrue,  and  malicious  charges  before  your  committee  I  have  here- 
tofore denounced  and  disproved. 

This  list  embraces  five  of  their  defunct  banks  in  the  States  of  Georgia  and 
Florida  only,  and  does  not  include  several  other  badly  damaged  banks  which 
have  suffered  from  their  operations,  but  which  are  still  doing  business  although 
in  a  inn  lined  and  crippled  condition. 

Partial  list  of  banks,  all  of  which  are  now  defunct,  which  were  promoted 
and  officered  by  the  Cooper  clique : 

Waycross  Savings  &  Trust  Co.,  Waycross,  Ga. ;  L.  J.  Cooper,  president. 
Placed  into  hands  of  receiver. 

Bank  of  Floral  City,  Fla.;  L.  J.  Cooper  and  L.  B.  Jenrette  (first  cousins) 
were  at  different  times  president.     Closed. 

State  Bank  of  Waycross ;  L.  J.  Cooper,  president.     Closed. 

Bank  of  Statenville,  Ga. ;  L.  J.  Cooper,  president,  recently  Indicted  for  the 
fraudulent  insolvency  of  this  bank. 

Exchange  Bank  of  Waycross;  L.  P.  Jenrette,  president.     Closed. 

The  insolvency  of  three  of  the  foregoing  banks  were  referred  to  by  X.  P. 
Jenrette  in  his  affidavit,  pages  223,  224,  and  226  of  the  present  hearings,  where 
Jenrette  charged  that  Thomas  E.  Cooper  and  L.  J.  Cooper,  to  protect  them- 
selves and  other  members  of  their  family,  had  "  used  him  as  a  scapegoat  to 
save  the  reputation  of  the  said  Coopers  " ;  also  charging  that  they  forced  him 
to  sign  about  $100,000  of  notes,  no  portion  of  the  proceeds  of  which  he  says 
went  to  him,  and  that  the  said  Thomas  E.  Cooper  and  L.  J.  Cooper  had  agreed 
to  hold  him  harmless  as  to  any  liability,  etc.  On  learning  that  a  copy  of  that 
affidavit  had  been  furnished  the  Comptroller  of  the  Currency,  the  Coopers  in- 
duced Jenrette  to  send  to  this  office  post  haste,  special  delivery*  a  communication 
withdrawing  certain  charges  as  to  T.  K.  Cooper,  which  he  had  just  made  under 
oath. 

In  my  statement  before  your  committee  on  the  25th  instant,  in  connection 
with  the  activities  of  the  newspaper  man,  George  G.  Hill  (p.  578,  printed  hear- 
ings), I  referred  incidentally  to  the  secret  propaganda  being  conducted  against 
me,  apparently  originating  in  Washington,  but  with  various  ramifications.  In 
support  of  my  assertion  I  now  respectfully  submit  three  editorial  articles  from 
obscure  newspapers  in  three  States,  all  identically  alike  and  evidently  pre- 
pared and  sent  out  by  the  same  journalistic  genius.  Their  contents,  as  you 
will  observe,  are  of  such  coarsely  vulgar  character  that  I  would  not  ask  any 
man  to  read  them  except  as  evidence. 

Obviously  somebody  is  spending  money  in  hiring  cheap  and  obscure  hangers- 
on  of  journalism  to  assail  me.  This  seems  to  be  a  revival  of  the  ancient  prac- 
tice of  employing  professional  assassins  to  wreak  private  vengeance,  only  lacking 
the  personal  perils  and  elements  of  tragedy  which  gave  that  system  at  least  a 
suggestion  of  dignity.  I  will  not  ask  you  to  cumber  the  records  with  these 
editorials,  but  present  them  for  the  inspection  of  your  committee. 

I  respectfully  ask  that  this  entire  letter  be  printed  in  the  record  of  these 
hearings. 

Respectfully, 

JNO.   SKELTON  WIIXIAM8. 
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Table  A. — Total  Government  deposits  tcith  all  the  national  banks  of  the  District 
of  Columbia  and  the  resources  of  all  the  national  banks  of  the  District  on  the 
tame  dates,  as  reported  by  these  banks  under  oath,  shotting  the  proportion 
of  United  States  deposits  to  total  resources  for  all  the  national  banks. 


Date  of  call. 


14  Washington  national  banks: 

Mar.  4, 1918 

MavlO,  1918 

June  29,  1918 

Aug.  31,  1918 

Nov.  1,1918 

Dec.  31,  1918 


Total  all  United 

States  deposits 

(including  postal 

savings.) 


13,477,417.00 
5,923,303.40 
8,027,079.38 
6,329,557.70 
5,387,413.18 
2,077,745.77 


Total  (6 calls). 


31,222,516.43 


Total 


resources. 


$105,838,714.65 
101,248,996.60 
97,460,737.06 
101,556,098.48 
105,034,500.95 
110,348,942.59 


621,487,990.33 


Federal  National  Bank* 

Mar.  4, 1918 

May  10, 1918 

June  29, 1918 

Aug.  31, 1918 

Nov.  1.1918 

Dec.  31, 1918 


507,453.91 
460,934.58 
927,416.63 
758,013.23 
378,296.15 
211,231.16 


7,333,064.93 
6,000,080.54 
6,811,034.39 
6,155,307.41 
6,330,430.97 
6,243,249.51 


Total  (6  calls). 


3, 243, 345. 66  38, 873, 167. 75 


Ratio  of 
United 
States  de- 
posits to 
resources. 


3.29 
5.85 
8.24 
6.23 
5.13 
1.88 


5.02 


6.92 
7.68 
3.62 
12.32 
5.98 
3.38 


8.34 


Per  cent  of  total  deposits,  Federal,  to  total  13  other  banks 11.59 

Per  cent  of  total  resources,  Federal  (ft  calls),  to  total  13  other  banks 6. 67 


[Kankakee,  ill.,  Republican,  July  10,  1919.] 


SKIDOO    FOR    SKELETON. 


Senator  William  Calder,  of  New  York,  has  introduced  a  bill  to  abolish  the 
Office  of  Comptroller  of  the  Currency  and  transfer  the  duties  of  that  office  to 
the  Federal  Reserve  Board.  It  is  a  measure  which  ought  to  pass.  The  comp- 
troller of  this  day  is  about  as  useful  as  the  little  toe  on  a  man's  foot,  while  the 
man  who  for  the  past  few  years  has  held  that  office,  and  who  is  now  before 
the  Senate  for  confirmation  to  succeed  himself,  is  like  the  corn  on  that  little 
toe.  Incidentally  when  the  duties  are  transferred  tinder  Senator  Calder's  bill, 
the  proposed  comptroller,  John  Skelton  Williams,  should  be  transferred  to  his 
acres  in  Virginia,  where  the  wicked  cease  from  troubling  and  the  weary  are  at 
re*t.    It  will  be  a  blessed  relief  to  everybody. 


[Ogdensburg,  N.  Y.,  Journal,  July  12,  1919.] 


SKIDOO  FOR  SKELTON. 


Senator  William  Calder,  of  New  York,  has  introduced  a  bill  to  abolish  the, 
Office  of  Comptroller  of  the  Currency  and  transfer  the  duties  of  that  office 
to  the  Federal  Reserve  Board.  It  is  about  as  useful  as  the  little  toe  on  a 
man's  foot,  while  the  man  who  for  the  past  few  years  has  held  that  office, 
and  who  is  now  before  the  Senate  for  confirmation  to  succeed  himself,  is  like 
the  corn  on  that  little  toe.  Incidentally  when  the  duties  are  transferred  under 
Senator  Calder's  bill,  the  proposed  comptroller.  John  Skelton  Williams,  should 
be  transferred  to  his  acres  in  Virginia,  where  the  wicked  cease  from  troubling, 
and  the  weary  are  at  rest.    It  will  be  a  blessed  relief  to  everybody. 


[Nashua,  N.  H.,  Telegraph,  July  10,  1919.] 

Senator -William  Calder,  of  New  York,  has  introduced  a  bill  to  abolish  tho 
Office  of  Comptroller  of  the  Currency  and  transfer  the  duties  of  that  office  to 
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the  Federal  Reserve  Board.  It  Is  a  measure  which  ought  to  pass.  The  comp- 
troller of  this  day  is  about  as  useful  as  the  little  toe  on  a  man's  foot,  while  the 
man  who  for  the  past  few  years  has  held  that  office,  and  who  is  now  before  the 
Senate  for  confirmation  to  succeed  himself,  is  like  the  corn  on  that  little  toe- 
Incidentally  when  the  duties  are  transferred  under  Senator  Calder's  bill  the 
proposed  comptroller,  John  Skelton  Williams,  should  be  transferred  to  his  acres 
in  Virginia,  where  the  wicked  cease  from  troubling,  and  the  weary  are  at  rest. 
It  will  be  a  blessed  reJief  to  everybody. 

Mr.  Williams.  Thank  vou,  gentlemen. 

(Thereupon,  at  12.10  o  clock  p.  m.,  the  committee  adjourned  sub- 
ject to  the  call  of  the  chairman.) 
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TUESDAY,  SEPTEMBEB  a,  1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency* 

Washington,  V.  C. 

The  committee  met  pursuant  to  adjournment  at  10.05  o'clock  a-  m., 
in  Boom  301,  Senate  Office  Building,  Senator  George  P.  McLean 
presiding. 

Present:  Senator  McLean  (chairman)  and  Senator  Newberry. 

Present  also:  Hon.  John  Skelton  Williams,  comptroller  of  the 
currency;  Mr.  Frank  P.  Hogan,  Congressman  McFadden,  and 
others. 

The  Chairman.  The  committee  will  be  in  order.  Mr.  Hogan,  you 
may  proceed. 

STATEMENT  OF  KB.  FBANX  P.  HOGAN. 

Mr.  Hogan.  Mr.  Chairman,  since  the  parts  of  the  hearings  before 
this  committee  have  been  printed,  on  the  nomination  of  John  Skelton 
Williams  for  the  office  of  Comptroller  of  the  Currency,  which  hearings 
commenced  Monday,  June  30,  1919.  there  having  previously  been 
printed  the  hearing  on  the  same  subject  in  February,  1919,  I  say, 
since  the  10  parts  Tiave  been  printed,  I  have  carefully  read  every 
word  therein  contained,  particularly  the  testimony,  if  such  it  be, 

S'ven  by  Mr.  Williams;  and  I  addressed  to  you  while  I  was  out  of 
e  city  two  letters  in  which  I  requested  that  certain  documents  be 
laid  before  this  committee,  in  which  there  will  be  found  not  only 
refutation  of,  hut  mathematical  demonstration  of ,  the  culpable  falsity 
of  many  of  the  important  allegations  put  into  this  record  by  Mr.  Wil- 
liams. 

I  now  ask  in  open  hearing  that  before  I  proceed  to  rebut  the  mat- 
ter, with  which  Mr.  Williams  has  seen  fit  to  defile  the  Senate  record,    * — 
that  he  be  called  upon  to  produce  the  matters  I  asked  in  those  letters 
addressed  to  you,  as  follows :  ^" 

First,  a  statement  giving  the  dates  in  the  year  1916  on  which  each  ^~ 
national  bank  in  the  city  of  Washington  was  subjected  to  examina-  ^- 
tion  by  the  national  bank  examiners,  as  commanded  by  law.  By  ref- 
erence, Mr.  Chairman,  to  part  8,  page  605,  of  the  hearings  before  this 
committee,  it  will  be  noted  that  m  an  attempted  response  to  my 
charge  that  a  plain  provision  of  the  national  bank  act,  as  amended  by 
the  act  of  1913,  had  been  repeatedly  and  flagrantly  violated  by  John 
Skelton  Williams  during  his  tenure  as  Comptroller  oi  the  Currency, 
in  the  years  1914,  1915,  and  1916,  he  produced  before  this  committee 
a  table  showing  the  dates  on  which  the  national  banks  of  the  District' 

737 


738  NOMINATION  OF  JOHN  SKELTON    WILLIAMS. 

of  Columbia  were  examined  in  the  year  1913,  when  the  law  did  not 
mandatorially  require  two  examinations,  and  in  the  years  1914  and 
1915,  but  he  has  suppressed  the  record  of  the  year  1916,  with  respect 
to  which  I  had  testified.  The  jrear  1913  was  entirely  irrelevant  to 
anything  I  had  said  before  this  committee.  The  year  1915  was 
entirely  relevant,  and  will  be  entirely  enlightening,-  so  that  before  I 
present  to  the  committee  my  rebuttal  with  respect  to  that  violation 
of  law  by  the  comptroller,  I  ask  that  he  be  required  to  bring  the 
record  for  the  year  1916. 

And  with  that  record  the  reports  of  the  national -bank  examiners 
as  to  each  and  every  national  bank  in  the  District  of  Columbia  made 
to  him  in  the  year  1916.  I  am  compelled  to  ask  those  records  be 
made  so  that  they  will  verify  the  record,  because,  as  I  will  demon- 
strate to  this  committee  beyond  peradventure  of  doubt,  or  possibility 
of  cavil,  when  Mr.  Williams  brings  in  a  statement  alleged  to  be 
based  upon  the  record,  the  statement  is  in  99  per  cent  of  the  instances 
entirely  false,  so  that  in  order  to  controvert  the  falsification  by  a  man 
who  is  habitually  inclined  to  falsify,  I  request  that  there  be  brought 
here  before  this  committee  for  my  use  the  national-bank  examiners 
reports  themselves. 

The  Chairman.  Mr.  Hogan,  omit  as  far  as  you  can  your  deduc- 
tions, you  know,  your  conclusions,  because  I  realize  that  you  may 
be  strongly  tempted  to  do  that  sort  of  a  thing,  but  we  want  to  get 
right  down  to  the  facts. 

Mr.  Hogan.  Precisely,  Mr.  Chairman ;  that  was  what  I  was  going 
to  start  with  when  I  began  to  testify.  You  can  not  help  but  have 
noticed — any  member  of  this  committee,  regardless  of  his  views  on 
this  case,  must  have  noticed — that  Mr.  Williams  used  these  hearings 
and  this  record,  and  the  communications  with  which  he  supple- 
mented the  record,  as  a  sewer  for  his  unrestrained  and  unrestricted 
vilification  of  every  citizen  who  came  before  this  committee. 

The  Chairman.  Well,  you  let  the  committee  draw  its  conclusions. 

Mr.  Hogan.  And  then  at  the  conclusion,  you  will  remember,  Mr. 
Chairman,  he  pleaded,  in  effect,  that  you  and  the  committee  protect 
him  from  the  comments  of  those  that  he  had  vilified.  Now,  I  take 
it  for  granted,  Mr.  Chairman,  that  as  he  has  seen  fit  even  to  slander 
and  defame  the  dead,  that  it  will  not  be  said  to  a  citizen  who  has  been 
the  subject  of  that  slander  he  will  not  be  allowed  to  reply  emphati- 
cally to  what  has  been  said. 

The  Chairman.  I  think  what  the  committee  wants  are  the  facts. 
That  is,  we  want  these  records  to  controvert  certain  statements  of 
Mr.  Williams  at  the  preceding  hearings,  and  that,  of  course,  you  are 
entitled  to  have. 

Mr.  Hogan.  But,  of  course,  Mr.  Chairman,  having  permitted — 
and  I  notice  with  a  patience  that  I  marvel  at- 

The  Chairman  (interrupting).  Yes;  I  know  that  Mr.  Williams 
did,  ad  lib. 

Mr.  Hogan.  Ad  lib,  and  ad  inf ! 

The  Chairman.  But  a  rather  hoped  you  would  not  follow  his 
example. 

Mr.  Hogan.  I  will  not  follow  his  example,  Mr.  Chairman ;  but  as 
a  citizen  of  this  country,  on  matters  which  attack  my  personal 
honor  as  he  has  been  fit  to  do,  I  say  here  fairly  that  unless  the  com- 
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mittee  absolutely  stops  me  I  shall  reply  to  it  in  a  way  that  no  mem- 
ber of  the  Senate  and  no  citizen  of  the  United  States  will  ever  mis- 
understand. 

Second,  from  the  records  of  the  comptroller's  office,  which  records 
contain  the  data,  I  ask  that  he  be  called  upon  to  produce  a  list 
showing  loans  to  officers,  directors,  and  employees  of  every  national 
bank  in  the  city  of  Washington,  first,  at  the  time  of  the  first  report 
made  in  response,  subsequent  to  July  1,  1914;  and,  second,  at  thr 
tiii.e  of  the  last  examination  of  a  national-bank  examiner  preceding 
July  1,  1914.  It  is  respectfully  suggested  that  the  comptroller  be 
required  to  present  to  the  committee  the  originals  of  the  reports  of 
conditions^  and  the  reports  of  the  national-bank  examiners,  which 
contain  this  information.  Of  course,  I  do  .not  suggest  that  there  be 
incorporated  in  the  printed  record  of  these  hearings  those  reports, 
for  the  obvious  and  exceedingly  fair  reason  that  they  will  contain 
data  of  a  confidential  character  referring  to  persons,  citizens  of  this 
country  having  no  relations  whatever  to  the  controversies  in  which 
Mr.  Williams  has  been  involved. 

Third,  I  ask  that  he  be  required  to  produce  before  this  committee 
the  diary  kept  by  John  Skelton  Williams  in  the  years  1915  and  1916, 

Particularly  with  reference  to  the  entries  therein  on  the  subject  of  the 
tiggs  Bank,  and  its  officers,  and  also  on  the  subject  of  the  Attorney 
General,  and  the  attorneys  who  represented  Mr.  Williams,  and  his  co- 
defendants  in  the  Biggs  Bank  equity  case.  That  diary,  as  I  am 
informed,  you  will  ascertain,  if  it  is  ever  produced,  was  in  part  in 
the  shape  of  a  loose-leaf  typewritten  diary.  I  request  that  all  of  that 
diary  be  presented  to  this  committee,  so  as  to  show  just  what  Mr. 
Williams  did  with  regard  to  the  Biggs  Bank,  and  just  what,  in  his 
own  words,  he  did  with  respect  to  its  activities  in  regard  to  the 
prosecution  of  the  Biggs  Bank  officers;  that  there  be  produced  from 
the  files  of  the  comptroller's  office  a  copy  of  every  letter  sent  to 
every  national  bank  in  Washington — Biggs,  of  course;  excepted,  as 
it  has  already  been  produced — criticizing,  commenting  upon,  or 
making  a  reference  to  loans  to  officers,  directors,  and  employees,  or 
either  of  these  classes,  rendered  in  the  years  1914  and  1915. 

Let  it  not  be  supposed  that  the  production  of  that  diary  will  en- 
cumber this  record,  because  it  is  safe  to  tell  you  Senators  that  such 
communications  will  be  found  exceedingly  few. 

Next,  I  ask  that  there  be  produced^  statements  from  the  official 
records  of  the  comptroller's  office  showing  on  what  work  Mr.  James 
Trimble,  national  bank  examiner,  was  engaged  from  May  22  to  De- 
cember 31,  1915,  both  dates  inclusive,  giving  the  duration  in  each 
instance  of  the  work  on  which  the  examiner  was  engaged,  together 
with  data  showing  what  assistants  the  national  bank  examiners  for 
the  District  of  Columbia  had  during  that  period,  and  on  what  work 
these  assistants  were  engaged  during  that  period,  and  the  duration 
in  each  case; 

Sixth,  that  there  be  produced  statements  from  the  official  records 
of  the  comptroller's  office  or  from  the  records  kept  by  James  Trimble, 
national  bank  examiner,  showing  how  frequently  he  reported  to  the 
United  States  attorney  for  the  District  of  Columbia,  or  visited  the 
office  of  the  United  States  attorney  for  the  Dibtrict  of  Columbia  dur- 
ing the  year  1915  prior  to  September  22  of  that  year,  as  to  which 
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last-named  date  there  was  spectacularly  produced  before  this  com- 
mittee a  subpoena  calling  upon  Mr.  Trimble  to  visit  the  United 
States  district  attorney's  office. 

Next,  I  ask  that  there  be  produced  from  the  official  records,  lists 
showing  the  number  of  national  bank  examiners  and  the  number  of 
assistants  to  national  bank  examiners  on  duty  in  Washington  dur- 
ing the  years  1912  to  1918,  inclusive,  together  with  the  names  and 
titles. 

Eighth,  that  there  be  produced  a  statement  from  the  official  rec- 
ords of  the  office  of  the  comptroller,  showing  the  total  amount  of 
loans  to  officers,  directors,  and  employees  of  each  national  bank  in 
Washington,  Riggs  excepted,  as  Riggs  is  already  in  the  record,  at  the 
time  examinations  were  made  by  the  national  bank  examiners  dur- 
ing the  period  from  July  1,  1913,  to  December  31,  1916;  and  it  is 
respectfully  suggested  that  this  statement  be  verified  by  the  produc- 
tion of  the  original  reports  of  the  national  bank  examiners  in  the 
case  of  each  bank  examined  during  the  period  mentioned. 

Again  I  call  attention  to  the  f  net  that  this  does  not  involve  a  diffi- 
cult task,  nor  require  many  documents,  in  view  of  the  comptroller's 
own  showing  as  to  the  infrequency  of  national  bank  examiners  in 
.  Washington  during  the  period  indicated.    It  will  not  require  more 
than  one  paper  for  each  bank  for  each  of  the  two  years. 

Ninth,  I  request  that  the  comptroller  be  required  to  produce  here 
from  the  official  records  of  the  comptroller's  office  a  copy  of  every 
letter  sent  by  him  during  the  years  1914  and  1915  to,  any  of  the 
banks  and  trust  companies  of  the  District  of  Columbia,  calling  for 
reports  from  their  directors,  on  the  subject  of  the  number  of  snares 
;  of  stock  held  by  them  unhypothecated  during  their  directorship. 
This  request  may,  of  course,  exclude  Riggs  National  Bank,  as  such 
requests  sent  to  the  Riggs  National  Bank  are  already  part  of  the 
record. 

With  those  documents,  some  of  which  have  been  referred  to,  but 
not  produced  before  your  committee,  Mr.  Chairman,  an  intelligent 
showing  with  respect  to  the  conduct  of  Mr.  Williams'  public  office 
can  be  made  in  rather  brief  time. 

The  Chairman.  Well,  Mr.  Williams,  how  much  time  do  you  think 
you  will  require  to  prepare  these  reports  of  statistics  and  reports? 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  I  should  like  to 
look  over  the  list  that  has  been  presented  by  that  witness.  He  realizes 
the  hopelessness  of  his  ever  being  able  to  substantiate  any  of  the 
malicious  complaints  or  charges 

The  Chairman  (interrupting).  I  suggested  to  Mr.  Hogan,  I  wish 
both  of  you  would,  if  possible,  omit  the  deductions  and  the  innuen- 
does.   Lijt's  confine  ourselves  to  the  facts,  if  possible. 

Mr.  Williams.  I  think,  Mr.  Chairman,  that  I  have  proven  in  the 
documents  which  I  have  already  submitted  to  the  committee  the 
falsity  of  all  those  charges,  and  I  refer  the  committee  to  them.  It's 
my  belief  that  if  this  witness  wore  an  Army  officer  and  made  such 
false  testimony  before  any  Army  tribunal,  he  would  be  dismissed 
from  the  service,  and  for  him  to  come  forward  now  and  try  to 
crowd  the  record  by  asking  for  papers  and  documents  which  are 
wholly  irrelevant,  simply  shows,  in  my  judgment,  the  hopelessness 
of  his  undertaking  and  his  admission  of  the  despicable  position  in 
which  he  has  placed  himself. 
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As  to  furnishing  those  documents  from  the  Treasury,  I  shall  be 
glad  to  examine  the  list  with  some  care  and  see  what  they  involve, 
and  confer  with  the  Secretary  of  the  Treasury  as  to  the^  propriety  of 
doing  so.  He  has  requested  that  they  be  laid  before  this  committee. 
Among  other  things  I  note  the  loans  to  all  officers  and  employees  of 
all  national  banks  in  the  District  of  Columbia,  banks  which  have 
nothing  to  do  with  this  case,  which  are  not  under  criticism,  and  some 
of  which  have  never  been  under  criticism,  as  far  as  I  know.  As  to 
the  propriety  of  dragging  those  banks  and  their  officers  into  this 
case,  I  fail  to  see  what  it  has  to  do  with  it ;  but  I  shall  be  very  glad 
to  take  the  matter  up  with  the  Secretary  of  the  Treasury,  and  with 
your  committee,  ana  determine  together  what  it  is  proper  that  we 
should  do. 

The  Chairman.  You  will  probably  want  a  fe^r  days  for  that,  Mi4. 
Williams.    You  will  probably  want  more  than  One  day. 

Mr.  Williams.  I  should  say — I  should  not  want  any  time  for  it, 
especially,  but  it  might  be  well  for  me  to  look  into  it,  and,  see  just  ex- 
actly what  it  involves, .  and  bring  it  before  the  Secretary  of  the 
Treasury.  I  do  not  know  whether  he  is  jn.the  city  or  not,  I  Should 
say,  in  that  event,  I  might  get  in  touch  with  him  by  day  after  to- 
morrow. 

The  Chairman.  You  may  have  all  the  time  you  want,  Mr.  Wil- 
liams. Now,  if  you  will  just  say  how  much  time  you  want,  I  think 
the  committee  will  grant  it. 

Mr.  Williams.  Well,  I  do  not  want  any  time,  as  far  as  I  am  con- 
cerned, but  as  I  am  not  advised  as  to  whether  the  Secretary  of  the 
Treasury  is  in  the  city  to-day,  I  think  it  would  be  safer  to  give  us 
until  day  after  to-morrow  in  which  to  determine  the  question. 

The  Chairman.  Thursday  morning  at  10  o'clock. 

Mr.  Williams.  That  will  suit  me. 

The  Chairman.  The  committee  stands  adjourned. 

Mr.  Hogan.  Just  a  moment.  May  I  ask,  before  the  committee 
stands  adjourned — I  refrain  at  this  time,  because  you  want  me  to, 
from  replying  to  insinuations  as  to  the  dismissal  of  an  officer  from 
the  Army,  etc. 

The  Chairman.  I  understand. 

Mr.  Hooan.  Because  I  expect  another  official  will  soon  be  dis- 
missed in  disgrace  from  his  own  service,  but  I  notice  that  subsequent 
to  the  conclusion  of  the  testimony  adduced  by  Mr.  Williams  on  his 
behalf,  there  was  written  to  the*  chairman  of  this  committee,  and 
included  in  the  record,  a  communication  bv  which  Mr.  Williams 
supplemented  his  former  inadmalversions.  ftow,  Mr.  Chairman,  I 
ask,  has  Mr.  Williams  sent  to  the  chairman  of  this  committee  any 
communication  that  has  not  been  printed  in  the  record  on  this  sub- 
ject, and  on  the  subject  of  myself  and  the  officers  of  the  Riggs 
Bank. 

The  Chairman.  I  don't  think  so,  Mr.  Hogan,  but  that  letter 
you  referred  to,  I  have  not  had  the  time  to  read  it. 

Mr.  Hogan.  The  one  in  the  record? 

The  Chairman.  The  one  that  was  printed  subsequent  to  the 
hearing. 

Mr.  Hogan.  I  know,  but  Mr.  Chairman,  there  was  one  letter  that 
subsequent  to,  the  hearing  was  written  by  Mr.  Williams  to  Hon. 
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George  B.  McLean,  dated  July  29, 1919,  in  which  Mr.  Williams  said 
that  taking  advantage  of  the  permission  given  him  to  supplement 
what  he  had  been  saying  by  anything  he  wanted  to  say  in  writing, 
he  addressed  this  communication,  and  the  record  shows  that  by  direc- 
tion of  the  chairman,  July  29,  1919,  is  inserted  in  the  record.  Now 
I  ask,  Mr.  Chairman,  before  I  go  on,  whether  it  is  or  not  a  fact  that 
subsequent  to  this  time  Mr.  Williams  has  had  printed  at  a  private 
printing  house  in  the  city  of  Washington  what  he  calls  a  letter 
to  the  chairman  of  this  committee,  ana  transmitted  it  to  him,  and 

Eerhaps  to  other  members  of  the  committee.  If  so,  I  would  like  to 
e  furnished  with  a  copy  of  it  officially,  to  the  end  that  I  may 
adequately  and  fully  reply  to  it,  and  I  promise  both  adequateness 
and  completeness. 

The  Chaibman.  Well,  Mr.  Hogan,  I  have  here  Mr.  Williams'  let- 
ter to-day.  I  have  here  a  letter  from  Mr.  Williams  to  the  Bank- 
ing and  Currency  Committee,  dated  August  12,  1919. 

Mr.  Hogan.  Is  that  in  printed  form? 

The  Chairman.  That  is  in  printed  form,  and  there  is  another 
communication  which  I  received  from  the  comptroller,  and  he  tells 
me  that  which  you  have  is  practically  a  copy  or  this,  but  as  this  has 
not  been  submitted  to  the  committee  as  a  whole,  but  is  addressed  to 
me,  I  do  not  know  whether  it — do  you  want  to  look  at  that  also! 

Mr.  Hogan.  No,  sir;  I  do  not.  I  would  like  to  know  whether  I 
can  have  this  pamphlet? 

The  Chaibman.  Yes. 

Mr.  Hogan.  Printed  by  Chas.  H.  Potter  Co.  (Inc.),  Washington, 
D.  C.,  and  pretends  to  be  a  letter  to  yourself. 

The  Chairman.  You  can  have  it.  ^  If  there  is  nothing  further, 
the  committee  stands  adjourned  until  Thursday  morning  at  ten 
o'clock. 

(The  letters  referred  to  are  here  printed  in  full  as  follows:) 

The  following  correspondence  includes  letters  of  criticism  addressed  by  the 
Comptroller  of  the  Currency  to  the  Riggs  National  Bank  between  August  29. 
1906,  and  November  19,  1913,  arid  the  Riggs  National  Bank's  replies  thereto; 
also  a  few  miscellaneous  letters  between  the  Riggs  Bank  or  its  officers  and  the 
Treasury  Department: 

(The  Riggs  National  Bank  was  chartered  June  27,  1896.) 

excessive  loans. 

Treasury  Department, 
Office  of  the  Comptbolleb  of  the  Currency, 

Washington,  D.  C,  August  29,  1896. 
Mr.  Chas.  C.  Glover, 

Riggs  National  Bank,  Washington,  D.  C. 

Sir:  It  appears  from  the  report  of  condition  of  your  bank  on  July  14,  189G, 
that  the  following  loans  in  excess  of  one-tenth  of  its  capital  stock  have  been 
made,  viz: 

Excess  loan  No.  1,  first  criticism  of  this  borrower $56,000.00 

Excess  loan  No.  2,  first  criticism  of  this  borrower 218,495.56 

Excess  loan  No.  3,  first  criticism  of  this  borrower 109,465.20 

Section  5200,  United  States  Revised  Statutes,  prescribes  that  "The  total 
liability  to  any  association  of  any  person,  or  of  any  company,  corporation,  or 
firm  for  money  borrowed,  including  the  liabilities  of  a  company  or  firm,  the 
liabilities  of  the  several  members  thereof,  shall  at  no  time  exceed  one-tenth 
part  of  the  amount  of  the  capital  stock  of  such  association  actually  paid  In." 

These  loans  should  be  reduced  to  the  lawful  limit  as  soon  as  practicable. 
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Please  Inform  me  at  an  early  day  the  reason  for  these  violations  of  the 
statute,  and  also  what  you  know  with  regard  to  the  standing  of  the  borrowers. 
Respectfully,  yours, 

Geo.  M.  Coffin,  Deputy  Comptroller. 


request  correct  schedule  of  item 8. 

Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  D.  C,  February  2,  1891. 
Mr.  Arthur  T.  Brice, 

Cashier  Riggs  National  Bank,  Washington,  D.  C. 

Sib:  In  your  report  of  condition  for  December  17,  1896,  the  Item  of  stocks, 
securities,  etc.,  is  entered  on  the  face  of  the  same  at  $317,305.27,  while  the 
schedule  on  back  shows  an  amount  of  $429,287.31. 

You  are  respectfully  requested  to  forward  a  correct  schedule  of  the  items 
composing  the  amount  at  your  earliest  convenience.    Please  also  see  that 
future  reports  are  correct  in  this  respect 
Respectfully,  yours, 

Geo.  M,  Coffin,  Deputy  Comptroller. 


Excessive  Loans. 

Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  D.  C,  February  2,  1897. 
Mr.  C.  0.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  It  appears  from  the  report  of  condition  of  your  bank  on  December  17, 
1896,  that  the  following  loans  in  excess  of  one-tenth  of  its  capital  stock  have 
been  made,  viz : 

Excess  loan,  No.  2.    Second  criticism  of  this  borrower $264, 385. 97 

Excess  loan,  No.  4.    First  criticism  of  this  borrower 55,696.49 

Section  5200,  United  States  Revised  Statutes,  prescribes  that  "the  total 
liabilities  to  any  association  of  any  person,  or  of  any  company,  corporation, 
or  firm  for  money  borrowed,  including,  in  the  liabilities  of  a  company  or  firm, 
the  liabilities  of  the  several  members  thereof,  shall  at  no  time  exceed  one- 
tenth  part  of  the  amount  of  the  capital  stock  of  such  association  actually 
paid  In." 

These  loans  should  be  reduced  to  the  lawful  limit  as  soon  as  practicable. 
Please  inform  me  at  an  early  day  the  reason  for  these  violations  of  the  statute, 
and  also  what  you  know  with  regard  to  the  standing  of  the  borrowers. 
Respectfully,  yours, 

Geo.  M.  Coffin,  Deputy  Comptroller. 


The  Ricjgs  National  Bank  of  Washington,   D.  C. 

Washington  D.  C,  February  5,  1897. 

The  honorable  the  Comptroller  of  the  Treasury, 

Washington,  D.  C. 

Sir:  I  have  the  honor  to  acknowledge  the  receipt  of  your  three  several  let- 
ters of  the  2nd  instant,  the  contents  of  which  have  due  note. 

Referring  to  the  report  made  by  this  association  of  its  condition  on  Decem- 
ber 17  ultimo,  I  beg  to  say  that  naming  the  Merchants  National  Bank  of  St 
Louis  as  one  of  our  reserve  agents  was  merely  a  clerical  error  in  copying  the 
report.    The  name  should  have  been  Merchants-Laclede  National  Bank. 

Complying  with  your  request,  I  hand  to  you  herewith  inclosed  an  amended 
list  of  the  stocks,  securities,  etc.,  held  on  the  date  of  said  report,  leaving  out 
United  States  bonds  and  stating  the  total  to  be  $317,305.27,  as  shown  on  the 
face  of  the  report. 
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Noting  your  exceptions  to  the  amount  of  funds  on  deposit  with  (excess  loan 
No.  2)  and  with  (excess  loan  No.  4)  I  beg  leave  to  say : 

First  That  excess  loan  No.  2  has  been  the  valued  friend  and  trusted  de- 
pository of  Messrs.  Rlggs  &  Co.,  for  nearly  50  years  past,  and  that  It  Is  one 
of  the  strongest  banks  In  the  country*  enjoying  a  credit  and  standing  second 
to  none.  It  is  under  State  supervision  and  its  management  has  always  been 
both  safe  and  conservative.  Our  relations  with  excess  loan  No.  2  are  of 
such  a  nature  and  of  such  a  satisfactory  character  that  we  should  consider 
it  a  matter  of  great  regret  to  be  without  them. 

We  are  called  upon  to  furnish  at  all  times  New  York  Exchange  for  large 
amounts  to  our  depositors  and  others,  and  hence  the  necessity  of  keeping  a 
considerable  balance  to  our  credit,  separate  from  our  reserve  fund,  to  meet 
active  drafts.  To  justify  the  accommodation  which  we  constantly  get  from 
excess  loan  No  2  by  way  of  valuable  and  reliable  information  concerning  the 
needs  of  ourselves  and  our  depositors,  we  feel  obliged  to  keep  a  substantial 
sum  on  deposit. 

Second.  That  necessarily  incident  to  our  business  and  the  needs  of  our  de- 
positors, we  furnish,  and  continuosly  have  in  circulation,  traveling  credits 
to  a  large  amount/. authorizing  drafts  to  be  paid  in  London;  and  to  meet 
such  drafts  we  are  obliged  to  keep  sufficient  funds  there  to  our  credit. 

Excess  Loan  No.  4  are  financial  agents  of  the  very  highest  standing  and 
credit,  and  well  known  throughout  the  commercial  world. 

They  have  been  our  correspondents  for  a  great  many  years,  and  render 
us  valuable  service  in  relation  to  our  letters  of  credit,  and  In  giving  informa- 
tion in  the  interest  of  our  depositors. 
Very   respectfully,  yours, 

Arthtjr  T.  Brice,  Cashier. 


Treasury  Department, 
Office  of  the  (Comptroller  of  the  Currency, 

Washington,  D.  C.,  July  10,  1897. 
•Mr.  C.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C 

Sir:  The  report  of  an  examination  of  this  bank  made  on  the  17th  ultimo 
has  been  received,  and  the  following  matters  reported  therein  appear  to  be 
subject  to  criticism  or  comment: 

First.  Loans  exceeding  the  limit  prescribed  by  section  5200,  United  States 
Revised  Statutes. 

Excess  Loan  No.  5 $58,800.00 

Excess  Loan  No.  6,  first  criticism  of  this  borrower $6,161.30 

Excess  Loan  No.  6  (member  of  firm),  first  criticism  of 

this    borrower    53,000.00 

59,161.30 

Second.  The  depositors'  pass  books  are  balanced  by  the  bookkeeper.  This  is 
a  dangerous  practice. 

Some  arrangement  should  be  made  to  have  the  depositors'  pass  books  bal- 
anced and  compared  with  the  individual  regularly  by  some  one  who  does  not 
receive  deposits  nor  keep  the  individual  ledger. 

Third.  The  individual  ledger  bookkeepers  are  not  rotated.  They  should  be 
directed  to  exchange  ledgers  from  time  to  time  without  previous  notice, 

Fourth.  On  March  26,  last,  there  was  a  discrepancy  of  $2,532.18  between 
the  individual  and  general  ledgers,  which  should  be  reconciled  without  delay. 
This  may  be  the  result  of  not  employing  a  sufficient  number  of  clerks. 

Please  bring  this  communication  to  the  immediate  attention  of  the  directors 
for  consideration,  and  request  them  to  unite  in  making  prompt  reply  over 
their  individual  signatures. 
Respectfully,  yours, 

Geo.  M.  Coffin, 
Deputy  and  Acting  Comptroller. 
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The  Riogs  National  Bank  ot  Washington,  D.  0. 

Washington,  D.  C,  July  15,  1897. 

The  honorable  the  Comptroller  of  the  Currency, 

City. 

Snt:  Your  communication  of  the  10th  Instant  was  duly  received  and  will 
have  attention  In  due  course.    Several  members  of  the  board  of  directors  are 
absent  from  the  city,  and  upon  their  return  a  reply  will  be  made. 
Very  respectfully,  yours, 

Abthub  T.  Bbice,  Cashier. 


Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  D.  C,  August  28,  1897. 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Snt :  You  are  respectfully  advised  that  the  cashier's  reply  to  office  letter  of 
July  10,  with  regard  to  the  condition  of  this  bank  at  the  time  of  «•  recent 
examination  has  been  received. 

Please  see  that  reply  to  said  letter,  signed  jointly  by  the  directors  of  the  bank, 
is  made  without  further  delay. 
Respectfully,  yours, 

Geo.  M.  Coffin, 
Deputy  and  Acting  Comptroller. 


Riggs  National  Bank  of  Washington,  D.  C. 

Washington,  D.  C,  August  30,  1897. 
The  honorable  the  Comptroller  of  the  Treasury,  City. 

Snt :  Responding  to  your  letter  of  August  28  instant,  we  respectfully  acknowl- 
edge the  receipt  of  your  communication  of  July  10  last  with  regard. to  the 
condition  of  this  bank  at  the  time  of  the  recent  examination. 

Owing  to  the  absence  of  our  directors,  this  formal  acknowledgment  has 
necessarily  been  delayed. 

Very  respectfully,  yours, 

Chas.  C.  Glover. 
James  M.  Johnston. 
Wm.  J.  Flather. 
Arthur  T.  Brice. 


excessive  loans. 

Treasury  Department, 
Office  of  the  Comptroller  of  the  Treasury, 

Washington,  D.  C,  April  12,  1898. 
Mr.  Chas.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sib:  It  appears  from  the  report  of  condition  of  your  bank  on  February  18, 
1898,  that  the  following  loans  in  excess  of  one-tenth  of  its  capital  stock  have 
been  made,  viz: 

Excess  loan  No.  2,  third  criticism  of  this  borrower $174,764.93 

Excess  loan  No.  7,  first  criticism  of  this  borrower 250,000.00 

Excess  loan  No.  9,  first  criticism  of  this  borrower 26,500.00 

Excess  loan  No.  9.  (firm)  first  criticism  of  this  borrower 42, 000. 00 

Excess  loan  No.  10,  first  criticism  of  this  borrower 52, 170. 72 

Excess  loan  No.  11,  first  criticism  of  this  borrower 51,275.00 

Excess  loan  No.  6,  second  criticism  of  this  borrower 57,925.00 

Excess  loan  No.  6,  (adm's)  second  criticism  of  this  borrower 13,000.00 

Excess  loan  No.  6,  (joint)  second  criticism  of  this  borrower 21,927.53 

Excess  loan  No.  12,  first  criticism  of  this  borrower 33, 440. 00 

Excess  loan  No.  12,   (trustee's)   first  criticism  of  this  borrower—  82,605.00 

Excess  loan  No.  13 53,000.00 
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Section  5200  United  States  Revised  Statutes  prescribes  that  "The  total 
liabilities  to  any  association  of  any  person,  or  any  company,  corporation,  or 
firm  for  money  borrowed,  including,  in  the  liabilities  of  a  company  or  firm,  the 
liabilities  of  the  several  members  thereof,  shall  at  no  time  exceed  one-tenth 
part  of  the  amount  of  the  capital  stock  of  such  association  actually  paid  in/' 

These  loans  should  be  reduced  to  the  lawful  limit  as  soon  as  practicable. 
Please  inform  me  at  an  early  day  the  reason  for  these  violations  of  the 
statute,  and  also  what  you  know  with  regard  to  the  standing  of  the  bor- 
rowers. 

Respectfully,  yours, 

Geo.  M.  Coffin,  Deputy  ComptmUt^r. 


The  Rioos  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  April  20.  1898. 
The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir  :  I  have  your  letter  of  the  12th  instant  and  note  its  contents.  The  char- 
acter and  standing  of  the  borrowers  named  in  your  letter  and  the  nature  of 
the  collateral  securities  held  for  those  loans  are  such  as  to  make  the  loans 
undoubted  and  of  very  desirable  character.  Since  our  last  report  one  of  these 
loans  has  been  reduced  to  the  statutory  limit. 
Very  truly,  yoUrs, 

Arthur  T.  Brice,  Cathter. 


Treasury  Department, 
Comptroller  of  the  Currency, 

Washington,  April  28,  1898. 
Mr.  C  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  The  report  of  an  examination  of  this  bank  made  on  the  20th  instant 
has  been  received,  and  the  following  matters  reported  therein  are  subject  to- 
criticism  or  comment: 

First  Loans  exceeding  the  limit  prescribed  by  section  5200,  United  States 
Revised  Statutes: 

Excess  loan  No.  9,  second  criticism  of  this  borrower..  $21,000.00 
Exce  s  loan  No.  9   (member),  second  criticism  of  this 

borrower  71, 800. 00 

$92,800.00 

Excess  loan  No.  7,  second  criticism  of  this  borrower 250,000.00 

Excess  loan  No.  6,  third  criticism  of  this  borrower 24,  427. 55 

Excess  loan  No.  6    (member),  third  criticism  of  this 

borrower  63, 000. 00 

87,427.55 

Excess  loan  No.  30,  second  criticism  of  this  borrower 51,970.72 

Excess  loan  No.  2,  fourth  criticism  of  this  borrower 251,325.42 

Excess  loan  No.  12,  second  criticism  of  this  borrower..    36,290.00 
Excess  loan  No.  12   (trustee),  second  criticism  of  this 

borrower  85,  G05. 00 

121, 895. 00 

Excess  Ian  No.  11,  second  citlcism  of  this  borrower 51,250,34 

Excess  loan  No.  14 50, 108. 34 

Excess  loan  No.  15 60,033.56 

Excess  loan  No.  4,  second  criticism  of  this  borrower 132,491.71 

Second.  The  bank  holds  a  large  amount  of  stocks,  which  were  purchased  for 
Investment. 

You  are  respectfully  advised  that  the  United  States  Supreme  Court  decided 
during  the  October,  1896.  term,  in  the  case  of  California  National  Bank  i?.  Nat 
Kennedy   (167  U.  S.  362),  that: 

"The  power  to  purchase  or  deal  in  stock  of  another  corporation  Is  not  ex* 
pre  sly  conferred  upon  national  banks,  nor  Is  it  an  act  which  may  be  exercised 
as  Incidental  to  the  powers  expressly  conferred.  A  dealing  In  stocks  is  conse- 
quently an  ultra  vires  act,  and,  being  puch,  it  is  without  efficacy." 
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All  shares  of  stock  purchased  for  investment  now  owned  by  the  bank  are 
held  in  plain  violation  of  law,  and  must  be  disposed  of  without  further  delay. 
An  early  reply  to  this  letter  is  requested. 
Respectfully,   yours, 

Charles  G.  Dawes,  Comptroller. 

The  Rigcs  Nation al  Bank  of  Washington,  D.  C., 

Washington,  D.  C,  Man  2,  1S98. 
The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir:  Your  communication  of  the  28th  instant  has  been  duly  received,  and 
the  contents  carefully  noted.  In  response  to  your  comments,  I  beg  leave  to 
say  that  ever  since  the  organization  of  the  bank  the  amount  of  inve  tinent 
securities  carried  on  its  books  have  been  gradually  disposed  of  when  their  sale 
could  be  effected  "to  advantage. 

It  is  our  wish  to  continue  this  policy,  and  to  have  the  institution  at  all 
times  in  such  excellent  condition  as  to  place  it  beyond  comment  or  criticism. 
Very  respectfully,  yours, 

Ohas.  0.  Gloves,  President. 

exce88ive  loan 8. 

Treasury  Department, 
Office  of  Comptroller  of  the  Currency, 

Washington,  D.  C,  January  27,  1899. 
Mb.  Chas.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sib:  It  appears  from  the  report  of  condition  of  your  bank  on  December  1, 
1888,  that  the  following  loans  in  excess  of  one-tenth  of  its  capital  have  been 
made,  viz,  11  items,  aggregating  $941,527.59. 

Section  5200,  United  States  Revised  Statutes,  prescribes .  that  "the  total 
liabilities  to  any  association  of  any  person,  or  of  any  company,  corporation,  or 
firm  money  borrowed,  including,  in  the  liabilities  of  a  company  or  firm,  the 
liabilities  of  the  several  members  thereof,  shall  at  ho  time  exceed  one-tenth 
part  of  the  amount  of  the  capital  stock  of  such  association  actually  paid  In." 

These  loans  should  be  reduced  to  the  .lawful  limit  as  soon  as  practicable. 
Please  inform  me  at  an  early  day  the  reason  for  these  vio'ations  of  the  statute, 
and  also  what  you  know  with  regard  to  the  standing  of  the  borrowers. 
Respectfully,  yours, 

Lawrence  O.  Murray, 

Deputy  Comptroller. 

Treasury  Department, 
Comptroller  of  the  Currency, 

Washington,  March  28, 1899. 
Mr.  C,  G.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sib  :  The  report  of  an  examination  of  this  bank  made  on  the  15th  instant  has 
been  received,  and  the  following  matter  reported  therein  is  subject  to  criticism : 
Loans  exceeding  the  limit  prescribed  by  section  5200,  Revised  Statutes: 

Excess  loan  No.  9,  third  criticism  of  this  borrower $77, 399. 00 

Excess  loan  No.  9  (member),  third  criticism  of  this  bor- 
rower     86, 70L  00 

$114, 100. 00 

Excess  loan  No.  10,  third  criticism  of  this  borrower 51,970.72 

Excess  loan  No.  7,  third  criticism  of  this  borrower 1 810, 000. 00 

Excess  loan  No.  2,  fifth  criticism  of  this  borrower ; 129, 543. 71 

Excess  loan  No.  8,  first  criticism  of  this  borrower 68, 149. 80 

Excess  loan  No.  16,  first  criticism  of  this  borrower 75, 000. 00 

Excess  loan  No.  17,  first  criticism  of  this  borrower 59, 500. 00 

Excess  loan  No.  18,  first  criticism  of  this  borrower - 69, 500. 00 

Excess  loan  No.  12,  third  criticism  of  this  borrower 106, 563. 00  • 

Excess  loan  No.  19,  first  criticism  of  this  borrower 106, 000. 00 

» 

An  early  reply  to  this  letter  is  requested. 
Respectfully,  yours, 

Charles  G.  Dawes, 

Comptroller 
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The  Riogb  National  Bank  or  Wabhinotok,  D.  C, 

Washington,  D.  C,  March  29;  1899. 
The  Comptroller  of  thb  Cuhbency, 

Washington,  D.  C. 

Sib:  Your  letter  of  the  28th  instant  is  received.  The  loans  enumerated  in 
your  letter,  included  In  our  bills  receivable,  are  all  of  exceptionally  good  char- 
acter, and  amply  and  well  secured. 


Very  respectfully,  yours, 


Abthttb  T.  Buck, 

Cashier. 


Treasury  Department, 
Comptroller  of  the  Currency, 
Washington,  September  H,  1999. 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank, 

Washington,  D.  €. 

Sir  :  I  am-  in  receipt  of  the  report  of  an  examination  of  the  Riggs  National 
Bank,  Washington,  D.  C,  made  August  24,  1800,  and  the  following  matters 
appear  to  warrant  comment  or  criticism : 

Lawful  money  reserve  deficient  in  bank,  $55,688. 

In  this  connection  your  attention  Is  called  to  section  5101,  United  States 
Revised  Statues: 

Excess  loan*  No.  20,  first  criticism  of  this  borrower ...  $94,900.00 

Excess  loan  No.  17,  second  criticism  of  this  borrower 60,600.00 

Excess  loan  No.  12,  fourth  criticism  of  this  borrower..  $122, 525. 00 
Excess  loan  No.  12  (trustee),  fourth  criticism  of  this 

borrower 20,311.00 

■ 142,838.00 

Excess  loan  No.  7,  fourth  criticism  of  this  borrower 310,000.00 

Excess  loan  No.  8,  second  criticism  of  this  borrower..      50, 253. 31 
Excess  loan  No.  8  (indorsed  for  G.  T.  D.,  jr.),  second 

criticism  of  this  borrower 45,522.75 

104, 77a  06 

Excess  loan  No.  10,  fourth  criticism  of  this  borrower..      51, 070. 72 
Excess  loan  No.  10   (overdraft),  fourth  criticism  of 

this  borrower , 10,827.46 

Excess  loan  No.  10  (Indorsed  for  L.  H.),  fourth  criti* 

cism  of  this  borrower 40,000.00 

Excess  loan  No.  10  (Indorsed  for  W.  P.  D.),  fourth 

criticism  of  this  borrower 106,000.00 

. 217, 508.  17 

Excess  loan  No.  21,  first  criticism  of  this  borrower 80,000.00 

Excess  loan  No.  6,  fourth  criticism  of  this  borrower 116,730.40 

Excess  loan  No.  16,  second  criticism  of  this  borrower 75,000.00 

Excess  loan  No.  18,  second  criticism  of  this  borrower 70,500.00 

Excess  loan  No.  22,  first  criticism  of  this  borrower 52,030.00 

These  loans  should  be  reduced  to  the  limit  prescribed  by  section  5200,  United 
States  Revised  Statutes. 

Loans  secured  by  real  estate  mortgages : 

At  the  time  of  the  examination  the  bank  had  loans  secured  by  real  estate 
amounting  to  $810,838.40,  while  in  your  sworn  report  of  condition  for  June  30, 
1800,  no  amount  appeared  in  the  schedule  of  loans  and  discounts  secured  by 
real  estate  "mortgages,  although  about  the  same  amount  was  then  held. 

It  appears  that  the  loans  are  made  through  the  firm  of  Glover  &  Johnston, 
which  is  comprised  of  yourself  and  the  two  vice  presidents  of  the  bank,  the 
cash  being  furnished  temporarily  by  the  bank,  and  that  the  notes  are  sold  to 
customer 8  of  the  bank  without  recourse  on  this  firm.  The  examiner  reports 
that  at  least  $2,000,000  of  this  paper  is  outstanding,  and  its  collection  and 
management  is  under  the  supervision  of  the  collection  department  of  the  bank. 

The  criticism  as  to  the  legality  or  illegality  of  these  loans  depends  entirely 
upon  whether  they  nre  made  wholly  or  partly  upon  the  security  of  the  real 
estate  mortgages,  and  In  this  connection  your  attention  is  called  to  section 
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5187,  United  States  Revised  Statutes,  which  provides  that  the  only  purpose  for 
which  a  national  bank  may  lawfully  acquire  a  mortgage  on  or  title  to  real 
estate  is  "  by  way  of  security  for  debts  previously  contracted.*' 
An  early  reply  to  this  letter  is  requested. 
Respectfully,  yours, 

Charles  G.  Dawes,  Comptroller. 


The  Rioos  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  September  16, 1899.     . 
Hon.  Cbasles  G.  Dawes, 

Comptroller  of  the  Currency,  Washington,  D.  C.     "  ' 

Dear  Sib:  We  beg  to  acknowledge  the  receipt  of  your  favor  of  14th  instant 
in  reference  to  the  recent  report  of  the  bank  examiner,  and  to  say : 

1.  As  to  deficiency  in  lawful  money  reserve  in  bank : 

That  was  only  temporary.  Our  present  reserve  in  bank  Is  $963,000,  and  is 
1248,000  above  legal  requirements. 

2.  We  endeavor  to  keep  our  loans  as  .nearly  as  possible  within  the  10  per  cent 
limit,  but  it  is  not  always  possible  to  do  so. 

3.  As  to  real  estate  loans : 

There  is  no  connection  between  the  loans  referred  to  in  paragraphs  1  and  2, 
of  page  2,  of  your  letter.  Those  referred  to  in  paragraph  1  only  exist  where 
we  take  A*s  note  as  collateral  security  for  B's  debt,  and  we  do  not  consider 
A's  note  less  valuable  as  collateral  because  it  is  sometimes  secured  by  a  Hen 
on  real  estate.  Our  statement  of  June  30  shows  a  loan  of  $500,  which  is  the 
only  loan  we  hold  secured  by  real  estate,  as  we  understand  the  meaning  of  the 
statute. 

The  bank  has  no  interest  in  the  loans  referred  to  in  paragraph  2,  page  2,  of 
your  letter,  and  is  in  no  way  liable  on  or  for  them.  These  loans  are  not  made, 
to  be  used  as  collateral  for  loans  by  the  bank,  and  are  so  used  in  a  trifling 
proportion  of  cases  only.  When  given  (not  sold)  to  depositors  we  commonly 
take  them  for  collection  as  any  other  commercial  paper  or  bonds  would  be. 
As  to  them  the  bank  has  only  the  usual  responsibility  as  collecting  agents. 
Very  respectfully, 

James  M.  Johnston, 
Second  Vice  President. 


Treasury  Department, 
comptroller;  of  the  currency, 

Washington,  March  12,  1900. 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank, 

Washington,  D.  C. 

Sib:  The  report  of  an  examination  of  your  bank  made  on  the  28th  ultimo 
has  been  received  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  pre- 
scribed by  section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  17,  third  criticism  of  this  borrower $57, 125. 00. 

Excess  loan  No.  20,  second  criticism  of  this  borrower 53, 001. 12 

Excess  loan  No.  12,  fifth  criticism  of  this  borrower 176, 290. 00 

Exgees  loan  No.  8,  third  criticism  of  this  borrower. . lQOf  963, 50 

Excess  loan  No.  21,  second  criticism  of  this  borrower 115,000,00 

Excess  loan  No.  23,  first  criticism  of  this  borrower 58,386.00 

Excess  loan  No.  22,  second  criticism  of  this  borrower 72,030.00 

Excess  loan  No.  10,  fifth  criticism  of  this  borrower 207, 970. 52 

Excess  loan  No.  24,  first  criticism  of  this  borrower -u._w-  100^000.00 

Excess  loan  No.  25,  first  criticism  of  this  borrower 52,  578. 75 

Excess  loan  No.  26,  first  criticism  of  this  borrower 69, 076. 52 

Excess  loan  No.  7,  fifth  criticism  of  this  borrower ..        410, 000. 0Q. 

Excess  loan  No.  6,  fifth  criticism  of  this  borrower — _— _.u—  117i839. 40* 

The  examiner  reports  63  loans,  amounting  to  $282,405.65,  secured  by  real- 
estate  mortgages. 

It  appears  that  these  loans  are  made  upon  notes  discounted  for  the  makers 
on  the  security  of  other  notes  running  to  such  makers,  which  latter  notes  are 
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secured  by  real. estate  mortgages,  and  that  the  bank  accepts  these  mortgage 
notes  and  mortgages  as  collateral  to  the  notes  discounted. 

'  While  it  is  true,  as  stated  by  the  bank,  in  reply  to  a  former  letter  of  this 
office  in  regard  to  such  loans,  that  none  of  the  collateral  notes  or  mortgages  In 
question  run  to  the  bank,  it  appears  to  be  likewise  true  that  the  only  security 
involved  in  any  of  these  transactions  is  the  real  estate  mortgaged  to  secure  the 
note  taken  as  collateral  to  the  note  discounted,  as  it  is  not  assumed  that  the 
bank  would  have  discounted  any  of  these  borrowers*  notes  on  the  strength  of  the 
makers  of  such  notes  alone  without  indorsement  or  other  security,  or  on  the 
strength  of  the  makers  of  the  collateral  notes  without  the  real  estate  mortgages 
behind  them. 

These  loans  are  therefore  made  in  contravention  of  section  5137,  United 
States  Revised  Statutes  which  prohibits  a  notional  bank  from  taking  real-estate 
mortgages  as  security  for  loans  except  "  such  as  shall  be  mortgaged  to  it  in 
good  faith  by  way  of  security  for  debts  previously  contracted,"  and  the  prac- 
tice of  making  such  mortgage  loans  should  be  discontinued. 

-  An  early  reply  to  this  letter  is  requested. 
Respectfully, 

T.  P.  Kane,  Deputy  Comptroller. 


The  Rigo8  National  Bank  or  Washington,  D. C, 

Washington,  D.  C,  March  17.  1900. 

The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sib  :  Tour  letter  of  the  12th  instant  has  been  received. 

Referring  to  the  matters  to  which  my  attention  has  been  called,  I  beg  leave 
to  say  that  the  number  of  excess  loans  held  by  this  bank  will  be  largely  reduced 
by  April  1.  prox,,  on  which  date  the  whole  amount  loaned  to  the  Capital  Trac- 
tion Co.  will  be  paid  oil. 

In  regard  to  the  loans  made  on  collateral  of  other  notes,  secured  by  real 
estate,  I  beg  leave  to  say  that,  almost  without  exception,  the  notes  are  per- 
fectly good,  without  any  security.  Some  of  them  are  indorsed*  notes,  in  addi- 
tion to  the  real-estate  security;  and  the  number  will  be  reduced  at  any  early 
date. 

Very  respectfully, 

Chas.  C.  Glover,  President. 


Treasury  Department, 
Comptroller  of  the  Currency. 

Washington,  October  17,  1900. 
Mr.  Charles  C  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sib:  The  report. of  an  examination  of  your  bank  made  on  the  22d  ultimo, 
has  been  received  and  has  had  careful  consideration. 

At  the  time  of  the  previous  examination,  February  28.  1900  loans  secured  by 
real-estate  mortgages  were  reported  amounting  to  $282,405.65,  to  which  your 
attention  was  called  in  office  letter  of  March  12,  1900,  as  being  made  In  contra- 
vention of  section  5137,  United  States  Revised  Statutes.  The  examiner  now 
reports  loans  of  the  same  character  amounting  to  $435,904.04.  Your  attention 
is  again  invited  to  the  section  above  named,  which  provides  that  the  only  pur- 
pose for  which  a  national  bank  may  lawfully  take  a  mortgage  on  real  estate  Is 
"By  way  of  security  for  debts  previously  contracted."  As  the  mortgages  re- 
ferred to  do  not  appear  to  have  been  taken  for  this  purpose,  the  notes  should 
be  disposed  of  or  other  security  obtained. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  pre- 
scribed by  section  5200,  United  States  Revised  Statutes : 

Excess  loan  No.  12,  sixth  criticism  of  this  borrower $188,211.00 

Excess  loan  No.  60 146,923.27 

Excess  loan  No.  2,  sixth  criticism  of  this  borrower 121, 178. 55 

Excess  loan  No.  19,  second  criticism  of  this  borrower 106,000.00 

Excess  loan  No.  24,  second  criticism  of  this  borrower 100,000.00 

Excess  loan  No.  8,  fourth  criticism  of  this  borrower 93,957. 25 
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Excess  loan  No.  27,  first  criticism  of  this  borrower $82, 000. 00 

Excess  loan  No.  18,  third  criticism  of  this  borrower 75, 200. 00 

Excess  loan  No.  21,  third  criticism  of  this  borrower 80, 000. 00 

Excess  loan  No.  16,  third  criticism  of  this  borrower., 75,000.00 

Excess  loan  No.  26,  second  criticism  of  this  borrower 73, 035. 80 

Excess  loan  No.  20,  third  criticism  of  this  borrower 72, 301. 12 

Excess  loan  No.  22  (et  al.),  third  criticism  of  this 

borrower $80, 000. 00 

Excess  loan  No.  22,  third  criticism  of  this  borrower.    54, 743. 75 

114. 743. 75 

Excess  loan  No.  17,  fourth  criticism  of  this  borrower..^ ,  57, 125.00 

Excess  loan  No.  0,  fourth  criticism  of  this  borrower 57, 000. 00 

Excess  loan  No.  28,  first  criticise  6f  this  borrower 66, 780. 88 

Excess  loan  No.  10,  sixth  criticism  of  this  borrower 51,970.72 


1,561,427.43 
An  early  reply  to  this  letter  is  requested., 
Respectfully, 

T.  P.  Kane, 
Deputy  and  Acting  Comptroller. 


The  R1008  National  Bank  or  Washington,  D.  C, 

Washington,  D.  C,  October  23,  1900. 

The  honorable  the  Comptroller  or  the  Currency, 

Washington,  D.  C* 

Sib:  I  have  your  letter  of  the  17th  instant,  calling  attention  to  the  report  of 
the  bank  examiner  of  an  examination  of  the  Rlggs  National  Bank  on  Septem- 
ber 22,  1900. 

Noting  the  comments  in  your  letter,  I  beg  leave  to  say  that  through  some 
misunderstanding  on  the -part  of  ;t|ie.  examiner,  the  amount  loaned  on  real 
estate  securities  is  fixed  at  $435,904.04. 

To  make  a  correct  showing,  that  amount  should  be  reduced  to  the  sum  of 
$222,023. 

The  following  loans,  not  being  secured  by  real  estate,  are  erroneously  in* 
eluded  in  the  examiner's  report,  to  wit : 

A»  secured  by  stocks,  etc > $10,000.00 

B,  and  others,  3-name  note 23,162.32 

C  secured  by  stocks 3,000.00 

D,  indorsed  note — since  paid 3,000.00 

E,  collaterals 8, 500.00 

F,  four-name  note 12, 500.00 

G,  four-name  note 8, 019. 36 

H  ($10,000,  indorsed  note) 8,019.36 

I,   collaterals 10, 000. 00 

Jf  collaterals 10, 000. 00 

K,  Indorsed  note 4, 000. 00 

L,  listed  $6,000,  should  be  $2,500 3, 500. 00 

M,  listed  $9,000,  should  be  $7,500 1, 500. 00 

N,  collateral-corporation  note 17, 565. 00 

O,  collateral-corporation  note 26, 3o0. 00 

P,  collateral-corporation  note 21, 620. 00 

Q,  collateral-corporation  note 16, 250. 00 

R,  collateral-corporation  note 19, 595. 00 

S,  listed  twice 7, 300. 00 


213, 881. 04 

From  this  you  will  see  that  the  amount  of  loans  secured  by  notes  secured  by 
mortgages,  is  being  materially  reduced,  rather  than  increased. 
Very  respectfully, 

Chas.  C.  Glover, 

President. 
125023— 19— pt  11 2 
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EXCESSIVE   LOANS. 


TBEA8UBY  DEPARTMENT, 

-        OFFICE  OF  THK  COMPTROLLER  OF  THE  CURRENCY, 

Washington,  D.  0.,  January  $0,  1901. 
•ilr.  Ohas.  C.  Gloves, 

President  Riggs  National  Bank,  "Washington,  D.  C. 

Sib  :  It  appears  from  the  report  of  condition  of  your  bank  on  December  13. 
1000,  that  the  following  loans  in  excess  of  one-tenth  of  Its  capital  stock  have 
been  jna4e,  viz:  Thirty-one  loans  aggregating  $1,723,538.46.  -.    ... 

Section  5200;  United  "States  Revised  Statutes,  prescribes  that  "  the  total 
liabilities,  to  any  association  of  any  person,  or  of  any  company,  corporation,  or 
flrm,  for. money  borrowed,  including,  in  the  liabilities  of  a  company  or  firm, 
the  liabilities  of  the  several  members  thereof,  shall  at  no  time  exceed  one-tenth 
part  of  the  amount  of  the  capital  stock  of  such  association  actually  paid  in.** 
'  These  loans  should  be  reduced  to.the  lawful  limit  without  delay.  . 
Respectfully, 

T.  P.  Kane,  Deputy  Comptroller, 


excessive*  loans. 

,....'.  Treasury  Depabtment, 

'   Office  of  the  Comptroller  of  the  Currency, 

Washington,  2>.  C,  April  8,  1901* 
Mr.  C.  C.  Glover, 
<    President  Riggs  National  Bank,  Washington,  D^  C:   * 

••  "Sta:  It  appears  from  the  report  of  condition  of  your  bank  on  February  5. 
1901,  that  the  following  loans  in  excess  of  one-tenth  of  its  capital  stock  "have 
been  made,  viz*  Twenty  *)'ne  loans,  aggregating  $1,808,449.16. 
1  ■'  Section  52000,  United  States  Revised  Statutes,  prescribes  that  "  the  total 
liabilities  to  any  association  of  any  person,  or  of  any  company,  corporation,  or 
firm  for  money  borrowed,  including,  In  the  liabilities  of  a  company  or  Arid,  the 
liabilities  of  the  several  members  thereof,  shall  at  no  time  exceed  one-tenth 
part  of  the  amount  of  the  capital  sfock  of  such  association  actually  paid  in." 
These  loans  should  be  reduced  to  the  lawful  .limit  without  delay. 
Respectfully,  yours, 
r      •"      .  T.  P.  Kane,  Deputy  Comptroller* ' 


i  _  Treasury  Department, 

Comptroller  of  the  Currency, 

Washington,  May  9,  1901.. 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

•Sib:  The  report  of  an  examination  of  your  bank,  made  on  the  22d  ultimo, 
has  been  received  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  pre- 
scribed by  section  5200,  United  States  Revised  Statutes : 

Excess  loan  No.  9,  fifth  criticism  of  this  borrower $73, 050. 00 

Excess  loan  No.  9  (firm),  fifth  criticism  of  this  bor- 
rower     33, 000. 00 

$106, 050. 00 

Excess  loan  No.  12,  seventh  criticism  of  this  borrower 108, 348. 00 

Excess  loan  No.  22,  fourth  criticism  of  this  borrower 75, 000. 00 

Excess  loan  No.  8,  fifth  criticism  of  this  borrower 154.079.68 

Excess  loan  No.  29 69,400.00 

Excess  loan  No.  10,  seventh  criticism  of  this  borrower 140, 078. 70 

Excess  loan  No.  24,  third  criticism  of  this  borrower 100, 000. 00 

Excess  loan  No.  30,  first  criticism  of  this  borrower $65,000.00 

Excess  loan  No.  25,  second  criticism  of  this  borrower 56,321.55 

Excess  loan  No.  28  (Joint),  second  criticism  of  this  borrower 100,-000. 00 

Excess  loan  No.  28,  second  criticism  of  this  borrower 39,052.46 

Excess  loan  No.  31.  first  criticism  of  this  borrower 60,000.00 

Excess  loan  No.  32,  first  criticism  of  this  borrower 112,531.90 
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Excess  loan  No.  26,  third  criticism  of  this  borrower $67, 265. 86 

Excess  loan  No,  18,  fourth  criticism  of  this  borrower ©2,000.00 

Excess  loan  No.  16,  fourth  criticism  of  this  borrower 75,000.00 

Excess  loan  No.  6,  sixth  criticism  of  this  borrower 188, 016. 39 

Excess  loan  No.  2,  seventh  criticism  of  this  borrower 134,738.44 

The  examiner  states  that  loans  secured  by  real  estate  amounted  to  about 
$400,000,  the  security  for  the  greater  portion  running  to  employees  of  the  bank. 
This  amount  is  slightly  below  the  amount  reported  at  the  time  of  the  previous 
examination,  but  greatly  in  excess  of  the  amount  stated  in  your  letter  of  Oc- 
tober 23,  1900.    The  loan  to  which  you  stated  was  secured  by  stocks, 

etc.,  is  now  reported  to  be  secured  by  deed  of  trust  and  assigned  mortgages, 
and  must  therefore  be  included  with  the  loans  secured  by  real  estate.  Your 
attention  is  again  called  to  the  provisions  of  section  5137,  United  States  Revised 
Statutes,  in  connection  with  these  loans. 

An  early  reply  to  this  letter  is  requested. 
Respectfully, 

T.  P.  Kane,  Deputy  Comptroller. 


Treasury  Department, 
Comptroller  of  the  Currency, 

Washington,  October  25,  1901. 
Mr.  Charles  C.  Glover, 

President,  Ripgs  National  Bank, 

Washington,  i).  C. 
Sib:  The  report  of  an  examination  of  your  bank  made  on  the  14th  instant, 
has  been  received,  and  has  had  careful  consideration. 

While  the  average  reserve  for  30  days  preceding  the  examination  was  suf- 
ficient, there  was  a  deficiency  of  $85,608  on  the  day  of  the  examination  in  the 
lawful  money  reserve.  In  this  connection  your  attention  is  called  to  section 
5191.  United  States  Revised  Statutes. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  pre- 
scribed by  section  5200,  United  States  Revised  Statutes : 

Excess  loan  No.  28,  third  criticism  of  this  borrower^-  $167,552.46 
Excess  loan  No.  28  (joint),  third  criticism  of  this  bor-  ~ 

rower 100, 000. 00 

$267,  552.  46 

Excess  loan  No.  6,  seventh  criticism  of  this  borrower 188,016.39 

Excess  loan  No.  8,  sixth  criticism  of  this  borrower 154,079.68 

Excess  loan  No.  10,  eighth  criticism  of  this  borrower 146, 573. 70 

Excess  loan  No.  22,  fifth  criticism  of  this  borrower.—      60, 368. 75 

Excess  loan  No.  22   (et  al.),  fifth  criticism  of  this 
borrower 60, 000. 00 

120,368.75 

Excess  loan  No.  12,  eighth  criticism  of  this  borrower 108, 848. 00 

Excess  loan  No.  9,  fifth  criticism  of  this  borrower 42, 000. 00 

Excess  loan  No.  9  (firm),  fifth  criticism  of  this  bor- 
rower       63, 000. 00 

105, 000. 00 

Excess  loan  No.  24,  fourth  criticism  of  this  borrower 100,000.00 

Excess  loan  No.  18,  fifth  criticism  of  this  borrower 92,000.00 

Excess  loan  No.  16,  fifth  criticism  of  this  borrower 75, 000. 00 

Excess  loan  No.  26,  fourth  criticism  of  this  borrower 71,775.66 

Excess  loan  No.  21,  fourth  criticism  of  this  borrower 70, 000. 00 

Excess  loan  No.  23,  second  criticism  of  this  borrower 67, 505. 49 

Excess  loan  No.  33,  first  criticism  of  this  borrower 65,939.37 

Excess  loan  No.  34,  first  criticism  of  this  borrower '  65,500.29 

Excess  loan  No.  30,  second  criticism  of  this  borrower 65, 000. 00 

Excess  loan  No.  35,  first  criticism  of  this  borrower 61, 600. 00 

Excess  loan  No.  31,  second  criticism  of  this  borrower 60,000.  00 

Excess  loan  No.  25,  third  criticism  of  this  borrower 56,351.25 

Excess  loan  No.  2,  eighth  criticism  of  this  borrower 54, 600. 03 

Excess  loan  No.  27,  second  criticism  of  this  borrower 54,000.00 

The  examiner  reports  various  loans  aggregating  $203,700  secured  by  notes 
as  collateral  which  are  in  turn  secured  by  real  estate.  Reference  is  made  to 
what  was  said  upon  loans  of  this  character  in  office  letter  of  May  9,  1901,  in 
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which  it  is  held  these  loans  are  in  contravention  of  section  5137,  United 
States  Revised  Statutes. 

No  reply  has  been  received  to  the  last  office  letter  addressed  to  your  bank, 
regarding  its  condition  as  shown  by  the  examiner's  report  at  that  time,  and  an 
early  reply  to  this  letter  is  requested, 
Respectfully, 

Wm.  B.  Ridgeley,  Comptroller. 

The  Rioos  National  Bank  of  Washington,  D.  C 

Washington,  D.  C,  October  28,  1901. 

The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir:  We  have  to  acknowledge  the  receipt  of  your  letter  of  the  25th  instant, 
and,  also,  in  due  course,  your  letter  of  May  0  last.  We  note  the  contents  of 
these  two  letters  and  beg  leave  to  say  that  they  will  have  respectful  attention. 

The  number  of  loans  made  secured  by  notes — themselves  secured  by  real 
estate  mortgages — has  largely  decreased  since  the  last  examination  by  the  bank 
examiner,  and  it  is  our  policy  to  reduce  the  amount  as  much  as  possible.  These 
loans  are  only  made  to  our  best  borrowers  and  upon  ample  security.  The  de- 
ficiency in  cash  on  the  day  the  bank  examiner  called  only  existed  for  that  day. 
The  reserve  in  bank  and  with  reserve  agents  Is  constantly  largely  in  excess  of 
the  requirements  of  the  statute. 
Very  respectfully, 

Arthur  T.  Brice,  Cashier. 

Treasury  Department, 
Office  of  the  Couptroler  of  thx  Treasury, 

Washington,  May  1,  1902. 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  The  report  of  an  examination  of  your  bank,  made  on  the  22d  ultimo, 
has  been  received  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  pre- 
scribed by  section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  6,  eighth  criticism  of  this  borrower _ $265,016.39 

Excess  loan  No.  8.  seventh  criticism  of  this  borrower 189, 937. 18 

Excess  loan  No.  18,  sixth  criticism  of  this  borrower 153, 500. 00 

Excess  loan  No.  10,  ninth  criticism  of  this  borrower 145. 573. 70 

Excess  loan  No.  22,  sixth  criticism  of  this  borrower 120, 368. 75 

Excess  loan  No.  12,  ninth  critcism  of  this  borrower 115,098.00 

Excess  loan  No.  36,  first  criticism  of  this  borrower 114,970.00 

Excess  loan  No.  2,  ninth  criticism  of  this  borrower 114, 520. 34 

Excess  loan  No.  32,  second  criticism  of  this  borrower 111,  368. 65 

Pbccess  loan  No.  24.  fifth  criticism  of  this  borrower 100,000.00 

Excess  loan  No.  21,  fifth  criticism  of  tills  borrower 97, 000. 00 

Excess  loan  No.  37,  first  criticism  of  this  borrower 90,368.75 

Excess  loan  No.  31,  third  criticism  of  this  borrower 80, 000. 00 

Excess  loan  No.  16,  sixth  criticism  of  this  borrower 75,000.00 

Excess  loan  No.  26,  fifth  criticism  of  this  borrower 72,004.60 

Excess   loan   No.   38 67,225.00 

Excess  loan  No.  33,  second  criticism  of  this  borrower 62,320. 25 

Excess  loan  No.  35,  second  criticism  of  this  borrower : 61.  600. 00 

Excess  loan  No.  35,  third  criticism  of  this  borrower 59,  457. 25 

Excess  loan  No.  25,  fourth  criticism  of  this  borrower 56,351.25 

The  bauk  has  made  investment  in  stock  of  other  corporations  as  follows: 

601  shares  of  Capital  Traction  Co ___..__ $59,895.25 

350  shares  of  Arlington  Fire  Insurance  Co_- i 7, 000. 001 

500  shares  Columbia  Fire  Insurance  Co 2,500.00 

100  shares  National  Union  Fire  Insurance  Co 500.00 

290  shared  Peoples  Fire  Insurance  Co 1,450.00 

500  shares  Iiiggs  Fire  Insurance  Co 2,500.00 

1,757  shares  Columbia  Title  Insurance  Co 8.697.15 

32  shares  Real  Estate  Title  Insurance  Co 2,880.00 

63  shnres  Pennsylvania  Telephone  Co 1, 911 .  13 

112  shares  Washington  Gas  Light  Co 3,035.37 
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The  Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  September  19,  1902. 

The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sib:  I  hand  you  herewith  a  statement  of  the  condition  of  the  Riggs  National 
Bank  of  Washington,  D.  C,  at  the  close  of  business  September  15,  1902,  as 
per  your  call. 

I  beg  leave  to  call  your  attention  to  the  fact  that  while  the  reserve  in  bank 
was  low  on  that  date,  it  has  since  and  is  now  above  the  lawful  requirement 
Very  respectfully, 

Arthur  T.  Brick, 

Cashier. 


Treasury  Depart  vent,  Office  of  Comptroller  of  the  Currency, 

Washington,  Qctober  27,  1902. 
Mr.  Charles  C.  Glover, 

President  The  Riggs  National  Bank, 

Washington,  D.  C. 

Sim:  The  report  of  an  examination  of  your  bank,  made  on  the  20th  instant* 
has  been  received,  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  pre- 
scribed by  section  5200,  United  States  Revised  Statutes : 


Excjeas  lean  No.  89,  first  criticism  of  this  borrower $236, 130. 

Excess  loan  No.    6,  ninth  criticism  of  this  borrower 205,016,89 

Excess  loan  No.    8,  eighth  criticism  of  this  borrower 165, 937. 18 

Excess  loan  No.  18,  seventh  criticism  of  this  borrower 153,500.00 

Excess  loan  No.  10,  tenth  criticism  of  this  borrower 140, 573. 70 

Excess  loan  No.  22,  seventh  criticism  of  this  borrower 130, 368. 75 

Excess  loan  No.  21,  sixth  criticism,  of  this  borrower 115,750.00 

Excess  loan  No.  40,  sixth  criticism  of  this  borrower 111,368.65 

You  are  respectfully  advised  that  the  United  States  Supreme  Court  in  the 
case  of  California  National  Bank  v.  Kennedy  (167  U.  S.,  362),  decided  that— 

"  The  power  to  purchase  or  deal  In  stock  of  another  corporation  is  not  ex- 
pressly  conferred  upon  national  banks,  nor  is  it  an  act  which  may  be  exercised 
as  incidental  to  the  powers  expressly  conferred.  A  dealing  in  stocks  is  con- 
sequently an  ultra  vires  act  and  being  such  it  is  without  efficacy.'* 

As  such  investments  can  not  be  lawfully  made  by  a  national  bank,  these 
stocks  should  be  disposed  of. 

Loans  amounting  to  $211,920.58  are  secured  by  collateral  notes  which  are  in 
turn  secured  by  real  estnte.  Your  attention  is  again  called  to  section  5137, 
United  States  Revised  Sratutes,  which  prohibits  national  banks  from  making 
loans  on  real  estate  security,  and  this  prohibition  applies  to  loans  made  indirectly 
upon  real  estate  security  as  much  as  to  those  made  directly  on  such  security. 
As  these  loans  are  made  in  contravention  of  law  they  should  be  disposed  of. 

An  early  reply  to  this  letter  is  requested. 
Respectfully, 

T.  P.  Kane, 
Deputy  and  Acting  Comptroller. 


The  Riggs  National  Bank  or  Washington,  D.  G. 

Washington,  D.  C,  May  2,  1902. 
The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir  :  I  have  your  letter  of  the  first  Instant  and  note  its  several  contents.    The- 
matters  referred  to  in  your  letter  will  have  our  attention. 
Very  respectfully, 

Chas.  C.  Glover, 

President. 
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Excess  loan  No.  41--—^ . ■. $100,000.00 

Excess  loan  No.  31,  fourth  criticism  of  this  borrower 80,000.00 

Excess  loan  No.  16,  seventh  criticism  of  this  borrower ^ 75,000.00 

Excess  loan  No  2,  tenth  criticism  of  this  borrower 75,062.12 

Excess  loan  No.  2">,  fifth  criticism  of  this  borrower 68,002.50 

Excess  loan  No.  26,  sixth  criticism  of  (his  borrower 1_ 67,485.52 

Excess  loan  No.  35,  third  criticism  of  this  borrower 61,600.00 

Excess  loan  No.  36,  second  criticism  of  this  borrower 58,500.00 

Excess  loan  No.  33,  third  criticism  of  this  borrower 54,931.50 

Excess  loan  No.  30,  fourth  criticism  of  this  borrower 65,457.25 


The  bank  is  still  carrying  a  large  number  of  loans,  amounting  to  $179,457.65, 
for  which  real  estate  notes  have  been  accepted  as  collateral  security.  These 
loans  should  be  disposed  of,  as  these  loans  were  made  In  contravention  of  sec- 
tion T>137,  United  States  Revised  Statutes,  which  prohibits  national  banks  from 
making  loans  on  real  estate  security. 

The  bank  owns  stocks  of  other  corporations  which  were  purchased  as  in- 
vestments. These  stocks  should  be  disposed  of  as  such  Investment  can  not  be 
lawfully  made  by  a  national  bank.  .: 

An  early  reply  to  this  letter  is  requested: 
Respectfully, 

T»     in      \r  .  m*      . 

Deputy  Comptroller.  •*. 


1 1 ri  ii  n 


The  Riogs  National  Bank  of  Washington,  D.  C. 

Washington  D.  €.P  October  *i;  iMf. 

The  honorable  the  Comptroller  or  the  Currency, 

Washington,  Z).  C. 

Sir:  We  have  your  letter  of  the  27th  instant  and  we  note  the  contents.  In 
reply  thereto,  we  beg  to  say  that  the  comments  which  you  make  will  have  due 
note  and  attention. 

Very  respectfully, 

Arthur  T.  Brice,   Cashier. 


reserve  in  bank  deficient. 

Treasury  Department, 
Office  of  the  Comptroller  of  ths  Currency, 

Washington,  D.  C,  December  4, 1909. 
Mr.  C.  C.  Glover, 

President  Riggs  National  Bank, 

Washington,  />.  C. 

Sir  :  Upon  examination  of  your  report  of  condition  for  November  25,  1902,  it 
is  found  that  while  there  was  an  excess  due  from  reserve  agents  over  the 
amount  which  can  be  counted  as  lawful  money  reserve,  there  was  a  deficiency 
of  $141,100  in  the  amount  required  to  be  kept  In  the  bank. 

You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Re- 
vised Statutes,  which  prescribe  that  of  the  reserve  required  to  be  held  by  banks 
of  the  15  per  cent  class,  three-fifths  may  consist  of  balances  due  from  approved 
reserve  agents,  leaving  two-fifths  to  be  held  in  bank ;  and  of  that  required  to  be 
held  by  banks  of  the  25  per  cent  class,  one-half  may  consist  of  balances  due  from 
approved  reserve  agents,  leaving  one-half  to  be  held  in  bank. 

You  are  hereby  notified  to  make  the  lawful  money  reserve  of  your  bank  good 
without  delaj  and  to  advise  this  office  when  this  has  been  done. 
Respectfully, 

T.  P.  Kane, 
Deputy  Comptroller. 

The  Riggs  National  Bank  of  Washington,  D.  C.t 

Washington,  D.  C,  December  5,  1902. 

The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir:  Your  letter  of  December  4  is  received  and  contents  duly  noted.  In  re- 
ply thereto,  we  beg  to  say  that  the  deficiency  in  our  lawful  money  reserve  was 
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but  temporary,  due  to  the  necessity  lor  accumulating  a- large  amount  of  re- 
serve with  our  New  York  agents.    The  amount  has  since  been,  and  is  now,  above 

the  legal  requirement.    '  •     ,     •  ,     > 

Very  respectfully, 

Ohas.  O.  Glover,  President. 

reserve  in   bank  deficient. 

Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

.  Washington,  D.  C,  February  13,  1963, 
Mr.  b:  C.  Glover, 

President  Riggs  National  Bank, 

Washington,  D.  C.  ^    .  ' 

Sir*-  Upon  examination,  of  your  report  of  condition'  for  February  6,  1903, 
it  Is  found  that  while  there  was  an  excess  due  from  reserve  agents  over 
the  amount  which  can  be  counted~as  lawful  money  reserve,  there  was  a 
deficiency  of  $66,200  in  the*. amount  required  to  be  kept  in  the  bank. 

You  are  respectfully  referred  to  Section*  5102'  »nd  5196,  United  States 
Revised  Statutes  which  prescribe  that  of  the  reserve  required  to  be  held 
by  banks  of  the  15  per  cent  class,  three-fifth  may  consist '  of;  balances  ;<hW 
from  approved  reserve  agents,  leaving  two-.flftk*  te  be  held  inbaMi  \W&  of 
that  required  to  be  held  by  banks;. :  of  th$  25  per  cent  class,  one-half  may 
consist  of  balances  due  trom  approved  reserve  agents,  leaving  one-halt -4:o 
be  field  In  bank.  ',','.'■  -.  .  '    «- 

You  are  hereby  notified  to  liiaKe  the  lawful  money  reserve  of  your  bank' 
good  without  delay  and. to  advise  this  office  when  this  has  been  done.* 

Respectively,  '.' 

'/""'"  "-  T\,P.  Kane,       '  .• 

•  ' •      •  Deputy  Comptroller.  *  • 

The  Riggs  National  Bank  of  Washington,  D*  C, 

Washington,  D.  C,  February  16,  1903.    ; 

The  honorable  the  Coii  ptroller  of  the  Currency:, 

Washington,  D.  C.  ; 

Sib:  Your  letter  of  the  13th  instant,  calling  our  attention  to  a  deficiency  in 
the  amount  of  lawful  reserve  In  bank  on  February  6,  has  been  received.  In 
reply,  we  beg  to  say  that  the  deficiency  was  more  than  made  up  on  the  9th 
instant,  when  we  had  in  the  bank  an  excess  over  the  amount  required. 

On  the  date  named  in  your  letter,  we  had  with  our  reserve  banks  a  total 
credit  balance  of  $1,406,000 — nearly  double  the  amount  required  by  law;  and 
our  shortage  of  cash  in  bank  was  due  to  Treasury  deposits  for  account  of 
our  corresponding  banks. 
Very  respectfully, 

Chas.  O.  Glover,  President. 

^Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  April  15,  1903. 
Mr.  Arthur  T.  Brice, 

Cashier  Riggs  National  Bank, 

Washington,  D.  C. 

Sib:  Upon  examination  of  the  report  of  condition  of  your  bank  for  April 
9,  1903,  it  is  found  that  the  liabilities  of  the  bank  for  United  States  bonds 
borrowed  amounted  to  $3,100,000,  an  amount  greatly  in  excess  of  the  capital 
stock. 

Your  attention  is  called  to  section  5202,  United  States  Revised  Statutes,  which 
prescribed  that — 

"No  association  shall  at  any  time  be  indebted,  or  in  any  way  liable,  to  an 
amount  exceeding  the  amount  of  its  capital  stock  at  such  time  actually  paid  In  " 
except  on  account  of  certain  demands  therein  named. 

The  above  liabilities  should  therefore  be  reduced  to  the  lawful  limit  without 
delay.    You  are  requested  to  advise  this  office  when  this  has  been  done. 
Respectfully, 

T.  P.  Kane, 
Deputy  and  Acting  Comptroller. 
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The  Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  April  17,  iJH». 
The  Hon.  the  Comptroller  or  the  Currency, 

Washington,  D.  C. 
Sir  :  Acknowledging  your  letter  of  the  15th  instant,  calling  the  attention  of 
this  bank  to  section  5202,  United  States  Revised  States,  with  reference  to  item 
of  $3,10O,0CO  United  States  bonds  borrowed,  which  represent  an  amount  In 
•  excess  of  the  capital  stock,  I  have  the  honor  to  write  that  the  matter  will  be 
adjusted  within  the  course  of  two  or  three  days  to  the  satisfaction  of  the  office 
of  the  Comptroller  of  the  Currency. 

Your  attention  is  called  to  the  fact  that  $100,000  in  United  States  bonds  have 
already  been  Withdrawn  as  security  for  deposits,  leaving  the  amount  now 
pledged  at  $3,000,000. 
Very  respectfully, 

Arthur  T.  Brick,  Cashier. 

Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency/, 

Washington,  April  27,  190$. 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank, 

Washington,  D.  C. 

Sir:  The  report  of  an  examination  of  your  bank  made  on  the  20th  lnst  has 
been  .received,  and  has  had  careful  consideration, 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  pre- 
scribed by  section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  8,  ninth  criticism  of  this  borrower $165, 937. 18 

Excess  loan  No.  8  (accommodation  for  G.  T.  D.)  ninth 

criticism ' .._- 50, 000. 00 

Excess  loan  No.  8  (accommodation  for  G.  T.  D.)  ninth 

criticism 50, 000. 00 

Excess  loan  No.  8  (accommodation  for  G.  T.  D.)  ninth 

criticism 50, 000. 00 

Excess  loan  No.  8  (accommodation  for  G.  T.  D.)  ninth 

criticism 60, 000. 00 

Excess  loan  No.  8  (accommodation  for  G.  T.  D.)  ninth 

criticism i -i 50, 000. 00 

$415, 937. 18 

Excess  loan  No.  42 300, 000. 00 

Excess  loan  No.  43 300,000.00 

Excess  loan  No.  44 250,000.00 

Excess  loan  No.  30,  second  criticism  of  this  borrower 236, 130. 08 

Excess  loan  No.  6,  ninth  criticism  of  this  borrower 205, 000. 00 

Excess  loan  No.  45 -, 200,000.00 

Excefts  loan  No.  36,  third  criticism  of  this  borrower 150,775.00 

Excess  loan  No.  18,  eighth  criticism  of  this  borrower 153, 500.00 

Excess  loan  No.  22,  eighth  criticism  of  this  borrower..      50, 000. 00 
Excess  loan  No.  22  (accommodation)  eighth  criticism 

of  this  borrower 10, 868. 75 

Excess  loan  No.  22  (et  al.)  eighth  criticism  of  this 

borrower 70, 000. 00 

130,368.75 

Excess  loan  No.  10,  eleventh  criticism  of  this  borrower 129, 573. 70 

Excess  loan  No.  28,  fourth  criticism  of  this  borrower—      60, 000. 00 

Excess  loan  No.  28  (cash  item)  fourth  criticism  of 
this  borrower  - 62, 062. 50 

122,062.50 

Excess  loan  No.  2,  eleventh  criticism  of  this  borrower 116, 027. 03 

Excess  loan  No.  32,  third  criticism  of  this  borrower 113, 793. 24 

Included  in  the  excessive  loan  to (excess  loan  No.  8),  are  Ave  loans  to 

employees  of  the  bank  for  $50,000  each,  which  loans  are  secured  by  420  shares 

each  of  the  stock  of  the  Capital  Traction  Co.  owned  by  Mr. and  were 

umrie  for  his  benefit.    These  loans  In  addition  to  constituting  an  excessive  loan 
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to  Mr.  — ,  which  should  be  reduced  to  the  lawful  limit,  are  regarded  as  in- 
sufficiently secured,  the  makers  of  the  notes  being  financially  irresponsible  and 
the  margin  on  the  stock  insufficient 

The  bank  has  purchased  stocks  of  various  other  corporations.  Tou  are  again 
reminded  that  these  stocks  should  be  disposed  of  as  such  investments  can  not 
be  lawfully  made  by  a  national  bank. 

Loan  aggregating  $167,267.90,  made  by  the  bank,  are  secured  by  real  estate 
notes  held  as  collateral.  Attention  Is  again  called  to  the  fact  that  these  loans 
should  be  disposed  of,  as  section  5137,  United  States  Revised  Statutes,  pro- 
hibits national  banks  from  making  loans  on  real  estate- security. 

A  number  of  irregular  items  are  reported  carried  in  the  cash  in  the  form  of 
shares  of  stock,  bonds,  notes,  etc.  These  items  should  be  eliminated  and 
charged  to  their  proper  accounts  and  the  practice  of  carrying  such  items  in 
this  account  as  active  cash  should  be  discontinued. 

It  appears  from  the  examiner's  report  that  the  bank  Is  engaged  in  the  busi- 
ness of  buying  and  selling  stocks  and  bonds  on  commission. 

In  this  connection,  your  attention  is  invited  to  section  5136,  United  States 
Revised  Statutes,  which  enumerates  the  general  powers  of  a  national  banking 
association  and  to  the  decisions  of  the  courts  that  banks  can  exercise  only  such 
powers  as  are  expressly  granted  and  those  necessarily  Incidental  to  the  busi- 
ness of  banking.  It  is  ultra  vires,  therefore,  of  a  national  bank  to  deal  in 
stocks  or  to  act  as  a  broker  or  agent  In  the  purchase  of  bonds  of  stocks. 

An  early  reply  to  this  letter  is  requested. 
Respectfully, 

T.  P.  Kane, 
Deputy  and  Acting  Comptroller. 


The  Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C.t  April  80, 1908. 

The  honorable  the  Comftrolisb  of  the  Cubrenct, 

Washington,  D.  C. 

Sib  :  Tour  letter  of  the  22d  Instant  is  received  and  contents  duly  noted.  Re* 
plying  thereto,  I  beg  leave  to  say  that  Mr. (excess  loan  No.  8)  is  a  gen- 
tleman of  large  fortune  and  responsibility,  and  upon  his  return  to  Washington, 
in  a  few  days,  I  will  see  that  additional  security  is  taken  from  him  to  cover 
the  loans  mentioned. 

In  regard  to  the  loans  covered  by  real  estate  notes  as  collateral,  I  beg  leave 
to  say  that  we  are  gradually  reducing  this  amount  of  security.  This  clnss  of 
security  is  not  taken  by  us  as  a  matter  of  necessity,  but  as  an  additional  se- 
curity in  nearly  every  instance.  When  we  make  a  loan  secured  by  real  estate 
notes,  the  borrower  is  considered  to  be  of  good  standing  and  credit,  and  in  the 
great  majority  of  cases,  we  should  loan  the  money  without  other  security  than 
his  notes  of  hand,  based  on  personal  holdings  of  real  estate  or  other  property. 

The  bank  is  not  engaged  in  the  buying  and  selling  of  stocks,  bonds,  etc.,  on 
Its  own  account.  Two  of  the  officers  here  are  members  of  the  local  board  and 
their  services  are  given  for  the  purchase  and  sale  of  securities  which  are  or- 
dered by  our  depositors  from  time  to  time,  and  the  commissions  from  such 
transactions  are  credited  to  the  commission  account  of  the  bank.  This  service 
has  become  incidental  to  our  deposit  business  and  is  necessary,  in  order  to  ac- 
commodate the  demands  of  our  depositors  and  clients. 

The  items  temporarily  held  in  the  cash  for  stocks,  bonds,  etc.,  are  held  there 
for  a  short  time  only,  awaiting  a  check  for  the  purchase,  or,  In  cases  of  regular 
local  sales,  settlement  from  the  brokers  who  call  to  take  them  up  after  24  hours, 
under  the  rules  of  the  Stock  Exchange. 

The  writer  has  called  in  person  to  explain  to  your  office  a  number  of  the 
details  referred  to  In  your  letter,  which  he  does  not  think  necessary  to  repeat 
in  this  letter. 

Very  respectfully, 

Chas.  C.  Glover, 

President. 
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The  Rmod  Natiowax  Bank  of  Washington,  D.  0>, 

TPatMnpf  on,  i>.  (7.,  S«n«  1J,  196& 

The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D.  0. 

Sib:  Replying  to  your  letter  of  June  12,  I  beg  leave  to  say  that  the  matter 
referred  to  therein  will  have  attention. 
Very  respectfully, 

Chas.  O.  Gloves, 

President. 

Note.— Department  files  indicate  that  on  June  12,  1903,  Riggs  National  Bank 
was  Written  In  connection  with  a  deficiency  of  $149,382  in  their  cash  reserve  as 
shown  by  report  of  condition  June  9,  1903. 


Tkeasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  November  19,  1909. 
Mr.  <?.  C.  Glover, 
*'.    President  Riggs  National  Bank, 

Washington,  D.  C. 

Sib  :  The  report  of  an  examination  of  your,  bank  made  on  the  9th  instant  has 
been  received  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  pre- 
scribed by  section  5200r  United  States  Revised  Statutes : 

Excess  loan  No.  46—— - $400,000.00 

Excess  loan  No.  47,  first  criticism  of  this  borrower 400, 000. 00 

Excess  loan  No.  8,  tenth  criticism  of  this  borrower 315, 937. 18 

Excess  loan  No:  39,  third  criticism  of  this  borrower 238, 190. 98 

Ex<5ess*  loan  Nd  48L.^-te 200, 000. 00 

Excess  loan  No.  49 ^ - ^—.*_ , 200,000.00 

Excess  loan  No.  28,  fifth  criticism  of  this  borrower 188, 187. 50 

Excess*  loan  No.  6,  tenth  criticism  of  this  borrower ^ 175, 000. 00 

Excess  loan  No.  18,  ninth  criticism  of  this  borrower 152, 500. 00 

Excess  loan  No.  50 - ^ 150,000.00 

Excess  loan  No.  10,  twelfth  criticism  of  this  borrower 133, 573. 70 

Excess  loan  No.  51 125,000.00 

Exeess  loan  No.  22,  ninth  criticism  of  this  borrower 120, 368. 75 

Excess  loan  No.  52 117,293.24 

Excess  loan  No.  36,  fourth  criticism  of  this  borrower — 100, 800. 00 

You  are  again  reminded  that  the  stocks  purchased  for  investment  should  be 
disposed  of,  as  such  investments  can  not  be  lawfully  made  by  a  national  bank. 

Loans  aggregating  $173,277.65,*  bade  by  the  bank,  are  secured  by  real-estate 
mortgages  held  as  collateral.  Section  5137,  United  States  Revised  Statutes,  pro- 
hibits national  banks  from  making  loans  on  real-estate  security.  These  loans 
should  therefore  be  disposed  of. 

The  board  of  directors  have  only  held  three  meetings  since  the  last  examina- 
tion, the  loans  and  discounts  are  not  approved  by  them,  all  loans  being  made  by 
the  officers. 

In  order  to  fulfill  the  obligations  Imposed  upon  them  by  law  and  their 
oaths  of  office,  the  directors  should  hold  regular  meetings  as  a  board  at  least 
cnce  a  month,  at  which  they  should  examine  and  approve  all  loans  and  dis- 
counts and  advise  themselves  as  to  the  condition  of  the  bank. 

An  early  reply  to  tills  letter  is  requested. 
Respectfully, 

Wm.  B.  Ridgely,  Comptroller. 


The  Riogs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  Nov.  20, 1903. 
The  Comptroller  of  the  Currency, 

Washington,  D.  O. 

Sir  :  Your  letter  of  the  19th  instant  has  been  received. 

In  regard  to  the  excess  loans  referred  to,  the  larger  volume  of  them  «re 
iu  New  York  call  loans,  secured  by  the  best  approved  collaterals,  and  are 
made  from  our  reserve  funds  there. 
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.  It  is  not  our  custom  to  make  loans  directly  on  real  estate  security.  .  We 
are  carrying  temporarily  some  loans  secured  by  notes  which,  in  turn,  are 
secured  by  deed*  of  trust  on  real  property.  In  all  such  cases  we  depend  upon 
the  personal  credit  of  the  makers  of  the  notes,  in  addition  to  the  real  security. 
.  The  other  matters  referred  to  In  your  letter  will  have  due  attention. 
Very  truly,  yours, 

Chas.  0.  Glover,  President, 

Treasury  Department, 
Office  of  the  Comptroler  of  the  Currency, 

Washington,  April  $9,  190%. 
Mr.  Charles  C.  Glover, 

President  the  Riggs  National  Bank,  Washington,  D.  C. 

Sir  j  The  report  of  an  examination  of  your  bank  made  on  the  25th  Instant 
has  been  received  and  has  had  careful  coo#ideraUon. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  pre- 
scribed  by  section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  8,  eleventh  criticism  of  this  borrower $315, 937. 18 

Bxeess  loan  No.  47,  second  criticism  of  this  borrower.. 300, 000, 00 

Excess  loan  No.  53 , ►    250, 000. 00 

Excess  loan  No,  89,  fourth  criticism  of  this  borrower 236, 13.98 

Excess  loan  No.  54,  first  criticism  of  this  borrower -    200, 000. 00 

Excess  loan  No.  6,  eleventh  criticism  of  this  borrower.^ 170, 000. 00 

Excess  loan  No.  18,  tenth  criticism  of  this  borrower «._    152, 500. 00 

Excess  loan  No.  10,  thirteenth  criticism  of  this  borrower 133, 573. 70 

Excess  loan  No.  22,  tenth  criticism  of  this  borrower 120, 368. 75 

Excess  loan  No.  32.  fourth  criticism  of  this  borrower 115, 793. 24 

Ton  are  again  reminded  that  the  stocks  of  other  corporations  which  were 
acquired  as  investments  should  be  disposed  of,  as  such  investments  can  not  be 
lawfully  made  by  a  national  bank.  ' 'N 

The  examiner  reports  46  loans  aggregating  $134,402.65,  for  which  real  estate 
notes  are  held  as  collateral.  You  are  again  reminded  that  it  is  unlawful 
for  a  national  bank  to  make  loans  of  this  character,  and  such  loans  should  be 
disposed  of  and  the  practice  of  making  them  discontinued. 

The  examiner  also  reports  the  purchase  and  sale  of  stocks,  bonds,  etc,  on 
commission.  As  heretofore  advised  It  Is  ultra  vires  of  a  national  bank  to  engage 
in  this  business,  and  this  practice  should  also  be  discontinued. 

A  loss  of  $2,671.48  Is  estimated  on  "bad  debts"  as  defined  by  section  5204, 
United  States  Revised  Statutes.  All  losses  should  be  determined  and  promptly 
charged  off. 

An  early  reply  to  this  letter  is  requested. 
Respectfully, 

Wm.  B.  Ridglet, 

Comptroller. 

The  Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  May  S,  1901f. 
The  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir  :  Your  letter  of  April  29,  concerning  the  recent  examination  made  by  the 
bank  examiner  of  the  affairs  of  this  bank,  has  been  received.    In  reply,  I  beg 
leave  to  say  that  the  various  matters  you  mention  shall  have  due  attention. 
Very  respectfully, 

Chas.  C.  Glover,  . 

President 


reserve  in  bank  deficient. 

Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  D.  C,  June  16,  1904. 
Mr.  Chas.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:    Upon  examination  of  your  report  of  condition  for  June  9,  1904,  it  is 
found  that  while  there  was  an  excess  due  from  reserve  agents  over  the  amount 
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which  can  be  counted  as  lawful  money  reserve,  there  was  a  deficiency  of 
$111,700  in  the  amount  required  to  be  kept  in  the  bank. 

You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Re- 
vised Statutes,  which  prescribe  that  of  the  reserve  required  to  be  held  by  banks 
of  the  15  per  cent  class,  three-fifths  may  consist  of  balances  due  from  approved 
reserve  agents,  leaving  two-fifths  to  be  held  in  bank ;  and  of  that  required  to 
be  held  by  banks  of  the  25  per  cent  class,  one-half  may  consist  of  balances  due 
from  approved  reserve  agents,  leaving  one-half  to  be  held  In  bank. 

You  are  hereby  notified  to  make  the  lawful  money  reserve  of  your  bank 
good  without  delay  and  to  advise  this  office  when  this  has  been  done. 
Respectfully, 

T.  P.  Kane, 
Deputy  Comptroller. 

The  Riggs  National  Bank  op  Washington,  D.  C, 

Washington,  D.  C,  June  18,  190}. 
The  Comptroller  of  the  Currency, 

Washington  D.  C. 

Sir:  Tfcmr  communication  of  June  16,  in  relation  to  the  deficiency  In  oar 
cash  reserve  on  June  9,  has  been  received. 

In  reply  thereto  we  beg  leave  to  say  that  while  our  reserve  was  short  on 
that  day,  it  has  since  been  made  good.    On  the  18th  Instant  our  bank  cash 
reserve  was  $56,000  more  than  requirements. 
Very  respectfully, 

Arthur  T.  Brioe,  Cashier. 

Treasury  Department, 
Office  of  Comptroller  of  the  Currency, 

Washington,  October  22, 190k. 
Mr.  Charles  C  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  The  report  of  an  examination  of  your  bank  made  on  the  18th  Instant 
has  been  received,  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  pre- 
scribed by  section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  8,  twelfth  criticism  of  this  borrower $315, 987. 18 

Excess  loan  No.  39.  fifth  criticism  of  this  borrower 237, 230. 98 

Excess  loan  No.  54,  second  criticism  of  this  borrower 200,000.00 

Excess  loan  No.  6,  twelfth  criticism  of  this  borrower 170. 000. 00 

Excess  loan  No.  18,  eleventh  criticism  of  this  borrower 152. 500. 00 

Excess  loan  No.  10,  fourteenth  criticism  of  this  borrower 133, 573. 70 

Excess  loan  No.  22,  eleventh  criticism  of  this  borrower 120. 368. 75 

Excess  loan  No.  32,  fifth  criticism  of  this  borrower 113. 783. 24 

Excess  loan  No.  21,  seventh  criticism  of  this  borrower 140, 000. 00 

The  stock  purchased  as  an  Investment  by  your  bank  should  be  disposed  of  as 
it  is  unlawful  for  a  national  bank  to  purchase  stock  of  other  corporations  as  an 
Investment. 

As  heretofore  advised  the  bank  exceeds  Its  corporate  powers  in  the  purchase 
and  sale  of  stocks,  bonds,  etc.,  on  commission.  This  business  is  evidenced  by 
the  character  of  cash  items,  and  the  books  of  the  bank  which  show  commis- 
sions on  sales  and  purchases  of  stocks  and  bonds,  as  well  as  on  real  estate  loans 
negotiated.  It  is  ultra  vires  of  a  national  bank  to  traffic  in  stocks  and  bonds  by 
buying  and  selling  such  securities  on  commission. 

The  items  of  stock  purchased  on  account  of  customers,  and  Interest  due  on 
demand  loans,  now  carried  in  cash  items  account,  should  be  transferred  to  the 
proper  accounts  without  delay,  and  this  use  of  cash  items  should  be  discon- 
tinued. 

Loans  aggregating  $99,052.65  are  secured  by  real-estate  notes.  These  loans 
should  be  disposed  of  as  it  is  unlawful  for  a  national  bank  to  make  loans  on 
or  to  discount  paper  secured  directly  or  indirectly  by  real  estate. 

There  was  a  deficiency  of  $131,985  in  that  portion  of  the  lawful  money  reserve 
required  to  be  kept  on  hand.  In  this  connection  attention  is  called  to  section 
5191,  United  States  Revised  Statutes. 

An  early  reply  to  this  letter  is  requested. 

Respectfully,  T.  P.  Kane, 

Deputy  and  Acting  Comptroller. 
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The  Rioos  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C.,  October  24,  1904. 
The  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir  :  Your  letter  of  the  22d  instant  has  been  received  by  me  and  contents  duly 
noted. 

With  respect  to  the  stock  purchased  as  an  Investment  for  this  bank,  to  which 
you  invited  my  attention,  I  beg  to  say  that  we  are  disposing  of  it  as  rapidly  as 
the  same  can  be  done  consistent  with  best  interests.  To  a  very  large  extent,  the 
stock  referred  to  was  inherited  from  the  old  firm  of  Rlggs  &  Co. 

With  respect  to  commissions  on  sales  and. purchases  of  stocks  and  bonds,  I 
beg  to  advise  you  that  such  commissions  are  really  not  charged  by  the  bank.  The 
old  firm  of  Riggs  &  Co.  owned  seats  on  the  stock  exchange ;  those  of  our  officers 
who  were  designated  to  hold  them  have,  in  consideration  of  loss  of  time  to  the 
bank,  voluntarily  turned  over  such  commissions  as  they  may  have  earned. 

The  other  matters  mentioned  in  your  letter  will  have  my  attention. 
Very  respectfully,  Chas   0   Gloveb> 

President. 


Treasury  Department, 
Office  of  Comptroller  of  the  Currency, 

Washington,  May  3,  1905. 
Mr.  Chas.  C.  Glover, 

President,  The  Riggs  National  Bank,  Washington,  D.  C. 
Sir:  The  report  of  an  examination  of  your  bank,  made  on  the  25th  ultimo, 
has  been  received,  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  pre- 
scribed by  section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  8,  thirteenth  criticism  of  this  borrower $365, 482. 79 

Excess  loan  No.  30,  sixth  criticism  of  this  borrower 237,230.08 

Excess  loan  No.  55 200, 000. 00 

Excess  loan  No.   6,  thirteenth  criticism  of  this  borrower 170,000.00 

Excess  loan  No.  18,  twelfth  criticism  of  this  borrower 151,500.00 

Excess  loan  No.  56,  first  criticism  of  this  borrower 144,580.62 

Excess  loan  No.  21,  eighth  criticism  of  this  borrower 135, 000. 00 

Excess  loan  No.  22,  twelfth  criticism  of  this  borrower 120, 368. 75 

Excess  loan  No.  10,  fifteenth  criticism  of  this  borrower 115, 000. 00 

Excess  loan  No.  32,  sixth  criticism  of  this  borrower 100,703.24 

No  account  should  be  undertaken  by  a  national  bank  disproportionate  to  its 
capital  stock,  and  while  the  financial  responsibility  of  the  above-named  borrow- 
ers Is  not  questioned,  the  loans  should  be  reduced  and  kept  within  lawful  and 
prudent  limits. 

While  there  was  an  excess  due  from  approved  reserve  agents  over  the 
amount  which  may  be  counted  as  lawful  money  reserve,  there  was  a  deficiency  of 
$33,700  in  that  portion  of  the  reserve  which  is  required  to  be  kept  in  the  bank. 
In  this  connection  attention  is  called  to  section  5101  United  States  Revised 
Statutes. 

The  unpaid  interest  items  carried  in  the  cash  items  account  should  be 
eliminated  therefrom  and  charged  to  the  proper  accounts. 

You  are  again  reminded  that  the  stocks  of  other  corporations  acquired  by 
the  bank  as  investments  should  be  disposed  of,  as  such  investments  can  not 
be  lawfully  made  by  a  national  bank. 

Forty-nine  loans  collateraled  by  real  estate  notes  should  be  disposed  of,  as 
it  is  unlawful  for  a  national  bank  to  make  loans  on  or  purchase  notes  secured 
by  real  estate. 

Ttn  shares  of  the  bank's  own  stock  are  reported  to  be  held  as  security  to 

the  loan  of .    Attention  is  called  to  section  5201,  United  States  Revised 

Statutes,  which  prescribes  that  no  association  shall  make  any  loan  or  discount 
upon  the  security  of  the  shares  of  its  own  capital  stock.  The  loan  referred  to 
should  be  disposed  of  or  other  security  required. 

The  directors  are  requested  to  unite  in  making  a  prompt  reply  to  this  letter 
in  detail  over  their  individual  signatures,  statiug  that  it  has  been  read  by 
them  and  what  steps  will  be  taken  to  correct  the  matters  called  to  their  atten- 
tion. The  directors  should  sign  the  detailed  reply  and  not  a  separate  letter 
attached  thereto. 

Respectfully,  T.   P.   Kane, 

Deputy  Comptroller, 
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The  Biggs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  May  5,  1905. 

The  COMPTROLLER  OF  THE  CUHRENCY, 

Washington,  D.  C. 

Sib:  We  have  the  honor  to  acknowledge  receipt  of  your  letter  of  the  3d  inT 
stant,  calling  attention  to  the  report  of  the  examination  of  this  bank  made  on 
the  25th  ultimo. 

Referring  to  the  excess  loans  set  forth  in  your  communication,  you  are  ad- 
vised that  consideration  will  be  given  to  their  reduction  as  soon  as  the  same  is 
found  to  be  practicable 

In  reference  to  your  notification  that  while  there  was  an  excess  due  from 
approved  reserve  agents  over  the  amount  which  may  be  counted  as  lawfuf 
money  reserve,  there  was  a  deficiency  of  $33,700  in  that  portion  of  the  reserve 
which  is  required  to  be  kept  in  the  bank ;  you  are  advised  that  such  reserve  was 
made  good  the  day  following  your  examination. 

The  unpaid  interest  items  carried  in  our  cash  items  account,  which  you  re- 
quest be  eliminated  therefrom  and  charged  to  the  proper  account,  will  receive 
our  attention. 

It  is  our  intention  to  dispose  of  the  stocks  of  other  corporations  acquired  by 
the  bank  as  investments. 

With  respect  to  loans  secured  by  real  estate  notes,  we  beg  leave  to  say  that 
these  .are  primarily  single-named  paper,  and  such  loans  are  made  exclusively 
to  depositors  who  own  the  notes  secured  by  real  estate  and  have  the  same  de- 
posited with  us  for  collection.  These  borrowers  are  parties  of  unquestioned 
responsibility  and  their  single-name  paper  would  suffice  for  their  loans,  which 
are  always  of  a  temporary  character,  the  real  estate  Investments  which  they 
have  with  us  being  noted  as  collateral  merely  by  way  of  precaution. 

In  regard  to  the  10  shares  of  the  bank's  own  stock  held  as  collateral  for  loan  to 

,  you  are  advised  that  such  is  not  so  held.    The  loan  was  made  to 

upon  the  indorsement  of  his  brother,  and  the  note  itself  makes  no  reference  to 
any  collateral.    While  it  is  tr,ue  that  we  hold  10  shares  of  the  bank's  stock, 

standing  in  the  name  of ,  in  the  vault,  these  shares  have  never  been  put 

up  as.  collateral. 

We,  the  undersigned,  directors  of  the  Riggs  National  Bank  of  Washington, 
D.  C.,  have  read  the  letter  of  the  Comptroller  of  the  Currency  addressed  to  Mr. 
Charles  C.  Glover,  president  of  this  bank,  dated  May  3, 1905 : 

Charles  C.  Glover.  J.  R.  McLean. 

James  Sttllman.  R.  Ross  Perry. 

F.  A.  Vanderlip.  M.  E.  Axles. 

Arthur  T.  Brice.  Thomas  Hyde. 

William   J.  Flather.  James    M.    Johnston. 
H.  Hunt. 


The  Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  May  15,  1905. 
The  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir  :  I  have  the  honor  to  hand  you  herewith,  in  reply  to  your  communication 
of  the  3d  Instant,  a  letter  which  has  been  signed  by  10  of  our  directors  and 
which  I  understand  to  be  in  compliance  with  your  instructions.  The  remaining 
two  directors,  Mr.  Thomas  F.  Walsh  and  Mr.  James  M.  Johnston,  are  in  Europe, 
and  therefore  beyond  reach.  I  have  no  doubt  they  will  be  pleased  to  sign  a  com- 
munication addressed  to  you,  of  similar  purport  to  the  one  now  inclosed,  upon 
their  return. 

Respectfully,  yours, 

Chas.  C  Glover,  President. 

Treasury  Department, 
Comptroller  of  the  Currency, 

Washington,  December  1,  1905. 
Mr.  Charles  C.  Glover, 

President  the  Riggs  National  Bank,  Washington,  D.  C: 

The  report  of  an  examination  of  your  bank  made  on  the  20th  ultimo  has  been 
received  and  has  had  careful  consideration. 
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The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  pre- 
scribed by  section  5200,  United  States  Revised  Statutes : 

Excess  loan  No.  8,  fourteenth  criticism  of  this  borrower $366,482.79 

Excess  loan  No.  39,  seventh  criticism  of  this  borrower 243, 169. 08 

Excess  loan  No.  57 — . ^ ^-238,000.00 

Excess  loan  No.  6,  fourteenth  criticism  of  this  borrower 170,000.00 

Excess  loan  No.  18,  thirteenth  criticism  of  this  borrower ■__    159,884.20 

Excess  loan  No.  22,  thirteenth  criticism  of  this  borrower 125, 368. 75 

Excess  loan  No.  58 - 126,000.00 

Excess  loan  No.  32,  seventh  criticism  of  this  borrower 118,000.00 

Excess  loan  No.  10,  sixteenth  criticism  of  this  borrower,. ^ :__    115, 000. 00 

Excess  loan  No.  21,  ninth  criticism  of  this  borrower 110, 000. 00 

Excess  loan  No.  56,  second  criticism  of  this  borrower i 1_    107, 788. 75 

.  With  two  exceptions,  these  accounts  were  all  excessive  at  the  time  of  the 
preceding  examination.  You  were  then  required  to  reduce  them  to  the  legal 
limit.  They  remain  practically  the  same  as  before.  The  accommodation 
extended  (excess  loan  No.  8)  is  not  only  excessive  but  Is  out  of  proportion  to 
the  capital  of  your  bank.  They  should  all  be  reduced  to  the  lawful  limit 
without  unnecessary  delay. 

Effort  should  be  continued  to  dispose  of  the  59  loans  which  are  secured  by 
real  estate  notes  held  as  collateral,  as  it  is  unlawful  for  a  national  bank  to 
make  loans  on  or  to  purchase  paper  secured  by  real  estate  in  any  form. 

It  is  again  suggested  that  the  directors  at  their  monthly  meetings  approve  all 
loans  and  not  only  the  ones  exceeding  the  lawful  limit. 

rt  *s  noted  that  a  large  number  of  shares  of  various  corporations  are  still 
carried.  These  should  be  disposed  of  as  soon  as  possible,  as  it  is  unlawful  Jtor 
a  national  bank  to  invest  in  the  shares  of  stock  of  other  corporations. 

The  directors  are  requested  to  unite  in  making  a  prompt  reply  t;o  this,  letter 
in  detail  over  their  individual  signatures,  stating  that  they  have  read  the  letteu 
and  what  steps  will  be  taken  to  correct  the  matters  called  to  their  attention 
herein.  The  directors  should  sign  the  detailed  reply  and  not  a  separate  letter, 
attached  thereto. 
' '       Respectfully, 

Wm.  B.  Ridgely,  Comptroller. 


t*m 


:'  .    .,    If 


The  Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  B.  C-,  December  8,  1905. 
Hon.  William  B.  Ridoely, 

Comptroller  of  the  Currency,  Washington,  D.  (7. 

Dear  Six  :  We  are  in  receipt  of  your  letter  of  the  1st  instant  calling  attention 
to  the  report  of  the  examination  of  the  Riggs  National  Bank,  of  Washington^ 
t>.  C,  made  on  the  20th  ultimo. 

We  note  what  you  say  with  reference  to  excess  loans  and  have  taken  steps 
to  comply  with  your  request  in  this  respect 

Loans  secured  by  real  estate  notes,  to  which  you  refer,  we  will  endeavor 
to  dispose  of  as  soon  as  the  same  can  be  done.  In  this  connection  it  may 
be  said,  however,  that  the  loans  are  good  in  each  instance  without  the  real 
estate  notes  which  we  hold  as  collateral.  The  latter  may  be  properly  regarded 
as  Incidental  security. 

A  list  of  ail  loans  will  be  submitted  to  the  directors  at  monthly  meetings, 
as  suggested  by  you.  * 

We  note  what  you  say  with  reference  to  shares  of  stock  of  various  corpora- 
tions owned  by  this  bank.  In  compliance  with  your  former  request,  we  have 
practically  closed  out  our  stocks,  and  the  rest  will  be  disposed  of  as  soon  as 
practicable.  Some  of  the  stocks  referred  to  were  taken  over  from  the  old  firm 
of  Riggs  &  Co.  in  liquidation. 

We  have  read  the  letter  of  the  Comptroller  of  the  Currency  dated  December 
1, 1905,  to  which  this  is  a  reply. 
Very  respectfully, 

Chas.  C.  Gloves.  Thos.  Hyde. 

Arthur  T.  Brice.  Wm.  J.  Flatheb. 

M.  E.  Ailes.  R.  Ross  Perry. 

H.  Hurt.  Thomas  F.  Walsh. 

J.  R.  McLean.  J  as.  Stillman. 

James  M.  Johnston.  F.  A.  Vanderlip. 
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reserve  in  bank  deficit. 

Tbeasubt  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  D.  C  February  2, 1906. 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank,  Washington,  Z>.  C. 

Sir  :  Upon  examination  of  your  report  of  condition  for  January  29,  1906.  it  is 
found  that  while  there  was  an  excess  due  from  reserve  agents  over  the  amount 
which  cculd  be  counted  as  lawful  reserve,  there  was  a  deficiency  of  $63,400  in 
the  amount  required  to  be.  kept  in  the  bank. 

You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Revised 
Statutes,  which  prescribes  that  the  reserve  required  to  be  held  by  banks, of  the 
15  per  cent  class,  three-fifths  may  consist  of  balances  due  from  approved  re- 
serve agents,  leaving  two-fifths  to  be  held  in  bank ;  and  of  that  required  to  be 
held  by  banks  of  the  25  per  cent  class,  one-half  may  consist  of  balances  due 
from  approved  reserve  agents,  leaving  one-half  to  be  held  in  bank. 

You  are  hereby  notified  to  make  the  lawful  money  reserve  of  your  bank  good 
without  delay  and  to  advise  this  office  when  this  has  been  done. 
Respectfully, 

T.  P.  Kane,  Deputy  Comptroller 


Treasury  Department, 
Office  of  Comptroller  of  the  Currency, 

Washington,  June  6,  190$. 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  The  report  of  an  examination  of  your  bank  made  on  the  22d  ultimo  has 
been  received  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  pre- 
scribed by  section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  21,  tenth  criticism  of  this  borrower $110,000.00 

Excess  loan  No.  6,  fifteenth  criticism  of  this  borrower —  $100, 000 
Excess  loan  No.  6  (et  al.)  fifteenth  criticism  of  this  bor- 
rower   ■ : - -      50, 000 

150,000.00 

Excess  loan  No.  56,  third  criticism  of  this  borrower 142, 263. 75 

Excess  loan  No.  59 - 200, 000. 00 

Three  or  these  loans  were  excessive  at  the  time  of  the  last  examination,  when 
you  were  instructed  to  reduce  them. 

The  loans  to  Mr.  ,  Mr.  -,  Miss ,  and  Mr.  ,  which 

were  reported  as  excessive  at  the  time  of  the  previous  examination,  have  still 
the  appearance  of  excessive  loans  split  up  into  accommodation  notes  for 
amounts  within  the  limit,  the  aggregate  still  remaining  about  the  same.  If 
these  notes  are  accommodation  notes  made  for  the  benefit  of  any  one  borrower, 
they  should  be  Included  with  the  borrower's  liability  in  fixing  the  limit,  as  It  Is 
unlawful  to  evade  the  statute  by  indirect  methods. 

The  stocks  of  the  Columbia  Title  Insurance  Co.,  Pennsylvania  Telegraph  Co., 
Peoples  Insurance  Co.,  and  the  Real  Estate  Insurance  Co.,  heretofore  carried 
by  the  bank  in  bonds,  securities,  claims,  etc.,  appear  to  be  still  owned  by  the 
bank  in  the  form  of  collateral  for  a  loan  of  $11,039.88  to  one  of  the  employees 
of  the  bank.  The  transfer  of  these  securities  to  loans  and  discounts  is  not  a 
disposition  of  these  stocks.  They  should  be  restored  to  the  account  of  bonds, 
securities,  claims,  etc.,  and  be  so  carried  until  regularly  disposed  of. 

Effort  to  dispose  of  the  loans  secured  by  real  estate  should  be  continued.  In 
this  connection  you  are  referred  to  office  letter  of  December  1, 1905. 

The  directors  are  requested  to  unite  in  making  a  prompt  reply  to  this  letter 
in  detail  over  their  individual  signatures,  stating  that  they  have  read  the 
letter  and  what  steps  will  be  taken  to  correct  the  matters  called  to  their 
attention  herein. 
Respectfully, 

T.  P.  Kane, 
Deputy  and  Acting  Comptroller. 


NOMIFATIOtf  OF  JOHN  SKELTOtf  WTTJ/FAMS.  767 

Treasury  Department, 
Office  of  Comptroller  of  the  Currency,*.  . 

Washington,  June  7,  1906.     • 
Mr.  Charles  O.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sib:  Referring  to  office  letter  of  the  6th  Instant,  based  upon  the  last  report 
of  examination  of  your  bank,  and  to  your  personal  explanation  of  matters 
referred  to  therein,  a  written  reply  over  your  signature  as  president  will  be 
accepted  as  a  sufficient  answer  to  the  letter  and  a  board  reply  will  not  be 
required  in  this  instance. 
Respectfully, 

T.  P.  Kane, 
Deputy  Comptroller. 

The  Uiggb  National  T*yv  nv  W\pt x.  T>  f% 

Washington,  D.  C,  June  11,  1906. 

The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir  :  I  am  in  receipt  of  your  two  letters  of  the  6th  and  7th  instant,  relative 
to  the  report  of  an  examination  of  this  bank  made  on  the  22d  ultimo. 

I  note  your  mention  of  an  excess  loan  to  Messrs. (excess  loan  No.  21), 

carried  by  us  at  $110,000,  or  $10,000  more  than  the  present  authorized  limit. 

The  loan  of  $142,263.75  to (excess  loan  No.  66)  you  also  place  in  this 

class.  The  latter  loan  has  been  materially  reduced  since  the  date  of  the  report. 
These  loans,  while*  adequately  secured  and  but  slightly  in  excess,  will  be  placed 
within  the  limit. 

It  is  noted  also  that  you  class  as  In  excess  the  loans  to (excess  loan 

No.  6),  one  for  $100,000  and  the  other  for  $50,000,  making  a  total  of  $150,000. 
With  respect  to  the  loan  of  $50,000,  it  may  be  said  that  Gen.  Woodhull  is  joint 
maker  of  a  note  for  $50,000  along  with  14  other  persons,  most  of  whom  are 
worth  considerably  more  than  the  principal  of  the  note. 

I  note  further  that  you  class  a  deposit  of  $200,000  with  the (excess 

loan  No.  59)  as  a  loan.    We  have  an  account  with  the  (excess  loan 

No.  58),  as  we  have  with  other  trust  companies  in  this  city,  and  the  amount 
in  question  represents  a  deposit  and  not  a  loan; 

With  respect  to  the  other  questions  raised  by  your  letter,  I  beg  to  say  that 
I  have  called  personally  at  your  office  and  gone  over  them  with  the  deputy 
comptroller.  It  ought  to  be  said,  however,  in  this  reply,  that  the  statement 
which  is  made  in  your  letter,  that  the  loans  reported  as  excessive  at  the  time 
of  the  previous  examination  "  have  still  the  appearance  of  excessive  loans  split 
up  into  accommodation  notes  for  amounts  within  the  limit,"  is  hardly  justified 
by  the  facts  as  explained  to  the  deputy  comptroller. 

The  few  remaining  loans  that  we  have,  secured  by  real  estate  notes  as  col- 
lateral, will  be  disposed  of  as  rapidly  as  possible. 
Respectfully,  yours, 

Chas.  C.  Glover,  President. 

reserve  in  rank  deficient.  ' 

Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  D.  C,  September  11,  1906. 
Mr.  C.  C.  Glover, 

President  Higgs  National  Bank,  Washington,  D.  C. 

Sir  :  Upon  examination  of  your  report  of  condition  for  September  4,  1906,  it 
is  found  that  while  there  was  an  excess  due  from  reserve  agents  over  the 
amount  which  cnn  be  counted  as  lawful  money  reserve,  there  was  a  deficiency 
of  $1,850  in  the  amount  required  to  be  kept  in  the  bank. 

You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Re- 
vised Statutes,  which  prescribe  that  of  the  reserve  required  to  be  held  by  banks 
of  the  15  per  cent  class,  three-fifths  may  consist  of  balances  due  from  approved 
reserve  agents,  leaving  two-fifths  to  be  held  in  bank ;  and  of  that  required  to  be 
held  by  banks  of  the  25  per  cent  class,  one-half  may  consist  of  balances  due 
from  approved  reserve  agents,  leaving  one-half  to  be  held  in  bank. 
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You  are  hereby  notified  to  make  the  lawful  money  reserve  of  your  ban!  good 
without  delay  and  to  advise  this  office  when  this  has  been  done. 
Respectfully, 

T.  P:  Kane, 
Deputy  Comptroller.. 

average  reserve  below  the  1unkmu1c. 

treasury  department, 
Office  of  Comptroller  of  the  Currency, 

Washington,  D.  C:,  September  iff,  1906. 
Mr.  C.  G.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir  :  Upon  examination  of  your  report  of  condition  on  September  4,  1906,  it  is 
observed  that  your  average  reserve  in  bank  for  the  30  days  preceding  that  date- 
was  below  the  per  cent  required  by  law,  the  average  being  11.88  per  cent. 

You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Revised 
Statutes,  which  prescribe  that  of  the  reserve  required  to  be  held  by  banks  of 
the  15  per  cent  class  three-fifths  may  consist  of  balances-  due  from  approved 
reserve  agents,  leaving  two-fifths  to  be  held  in  bank,  and  of  that  required  to  be- 
held by  banks  of  the  25  per  cent  class  one-half  may  consist  of  balances  dne  from 
approved  reserve  agents,  leaving*  one-half  to  be  held  In  bank. 
Respectfully, 

T..P:  Kane, 
Deputy  Comptroller. 

•  m 

reserve  in  bank  deficient. 

Treasury  Department, 
Office  of  Comptroller  of  the  Currency, 
♦  Washington,  IX.  G;,  February  1, 1907. 

Mr.  Chab.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir  :  Upon  examination  of  your  report  of  condition  for  January  28,  1907,  it  is 
found  that  while  there  was  an  excess  due  from  reserve  agents  over  the  amount 
which  can  be  counted  as  lawful  money  reserve  there  was  a  deficiency  of 
$40,600  in  the  amount  required  to  be  kept  in  the  bank. 

You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Revised 
Statutes,  which  prescribe  that  of  the  reserve  required  to  be  held  by  banks  of  the 
15  per  cent  class  three-fifths  may  consist  of  balances  due  from  approved 
reserve  agents,  leaving  two-fifths  to  be  held  in  bank,  and  of  that  required  to  be 
held  by  banks  of  the  25  per  cent  class  one-half  may  consist  of  balances  due 
from  approved  reserve  agents,  leaving  one-half  to  be  held  in  bank. 

You  are  hereby  notified  to  make  the  lawful  money  reserve  of  your  bank  good 
without  delay  and  to  advise  this  office  when  this  has  been  done. 

Respectfully, 

T.  P.  Kane, 
Deputy  Comptroller. 

The  Rioos  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  February  2,  1907. 

The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir:  Acknowledging  receipt  of  your  letter  of  the  1st  tnstant,  in  which  you 
call  our  attention  to  the  deficiency  of  $40,600  on  January  26,  1907,  in  the 
amount  of  reserve  required  to  be  kept  in  the  bank,  I  have  the  honor  to  Inform 
you  that  the  deficiency  was  made  good  on  Tuesday,  January  29.. 
Very  respectfully, 

Henry  H.  Flather,  Cashier. 

The  Riogs  National  Bank  ok  Washington,  I).  C, 

Washington^  D:  C.  AprU  2.  1901. 

The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D.  C: 

Sir:  I  have  the  honor  to  acknowledge  receipt  of  your  letter  of  the  1st  Instant, 
in  which  you  invite  our  attention  *«•*  "        "**t  the- report- of  the  condition. 
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of  this  bank  on  March  22, 1907,  shows  no  "  legal-tender  notes/*  and  you  request 
us  to  advise  you  If  no  notes  of  this  character  were  held. 

In  reply  I  beg  to  say  that  we  held  no  legal-tender  notes  fn  our  cash  on  the 
date  mentioned,  as  shown  in  the  report. 
Respectfully, 

Henry  H.  Flather,  Cashier. 


average  reserve  below  the  minimum. 

Treasury  Department, 
Office  of  Comptroller  of  the  Currency, 

Washington,  D.  C,  April  2,  1907. 
Mr.  Chas.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sib:  Upon  examination  of  your  report  of  condition  on  March  22,  1907,  It  l» 
observed  that  your  average  reserve  In  bank  for  the  30  days  preceding  that  date 
was  below  the  per  cent  required  by  law,  the  average  being  11.60  per  cent 
•  You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Re" 
vised  Stattues,  which  prescribe  that  of  the  reserve  required  to  be  held  by 
banks  of  the  15  per  cent  class  three-fifths  may  consist  of  balances  due  from 
approved  reserve  agents,  leaving  two-fifths  to  be  held  in  bank;  and  of  that 
required  to  be  held  by  banks  of  the  25  per  cent  class  one-half  may  consist  of 
balances  due  from  approved  reserve  agents,  leaving  one-half  to  be  held  in 
bank. 

Respectfully, 

T.  P.  Kane,  • 

Deputy  Comptroller. 

reserve  in  bank  deficient. 

Treasury  Department, 
Office  of  the  Comptroller  of  the  (Turrency, 

Washington,  D.  C  May  27,  1901. 
Mr.  Charles  C.  Glover. 

President  Riggs  National  Bank,  Washington,  D.  C 

Sir:  Upon  examination  of  your  report  of  condition  for  May  20,  1907,  it  is 
found, that  while  there  was  an  excess  due  from  reserve  agents  over  the  amount  • 
which  can  be  counted  as  lawful  money  reserve,  there  was  a  deficiency  of 
$96,900  In  the  amount  required  to  be  kept  in  the  bank. 

You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Re- 
vised Statutes,  which  prescribe  that  of"  the  reserve  required  to  be  held  by- 
banks  of  the  15  per  cent  class,  three-fifths  may  consist  of  balances  due  from 
approved  reserve  agents,  leaving  two-fifths  to  be  held  in  bank;  and  of  that 
required  to  be  held  by  banks  of  the  25  per  cent  class,  one-half  may  consist  of 
balances  due  from  approved  reserve  agents,  leaving  one-half  to  be  held  in 
bank. 

Tou  are  hereby  notified  to  make  the  lawful  money  reserve  of  your  bank  good 
without  delay  and  to  advise  this  office  when  this  has  been  done. 
Respectfully, 

T.  P.  Kane,  Deputy  Comptroller. 


The  Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  July  3,  J90T- 
Hon.  T.  P.  Kane, 

Deputy  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir  :  Replying  to  your  letter  of  the  2d  instant,  in  which  you  call  attention  to 

a  loan  of  $500,000  to  the Railroad  Co.  made  by  us  through  the  National 

City  Bank  of  New  York,  we  have  the  honor  to  advise  you  that  before  the  receipt 
of  your  letter  this  loan  was  paid  off. 

In  this  connection  we  also  beg  to  call  your  attention  to  the  fact  that  railroad 
companies  during  the  past  two  or  three  years  have  been  borrowing  large  sums 
of  money  through  the  issuance  of  temporary  notes  secured  by  deposits  of  col- 
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lateral  or  otherwise,  and  it  has  been  our  understanding  that  we  could  purchase 
notes  of  this  character  in  amounts  as  desired,  without  running  counter  to  the 
wishes  of  the  comptroller.  , 
Very  respectfully, 

M.  E.  Ailes,  V.  P. 

The  Riogs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  January  SI,  190%. 

The  honorable  the  Comptrolleb  of  the  Cubbency, 

Washington,  D.  C. 

Sib:  We  understand  that  the  National  City  Bank  of  New  York  will  to-day 
deposit  with  the  Subtreasury  at  New  York  the  sum  of  $1389,000  in  lawful 
money  for  the  retirement  of  a  like  amount  of  its  circulation. 

It  is  to  deposit  also  tomorrow,  the  1st  proximo,  with  the  assistant  treasurer 
at  New  York  the  sum  of  $146,000  as  additional  retirement,  making  a  total  of 
$1,585,000. 

We   Inclose  you   herewith   Treasurer's  receipt  covering  $1,535,000  United 
States  3  per  cent  bonds  of  1908-1918,  which  please  release  from  the  circulation 
account  of  the  National  City  Bank  of  New  York  and  transfer  to  the  depository 
account  of  that  bank  to  effect  the  release  of  other  bonds. 
Respectfully, 

M.  E.  Ailes,  Vice  President. 

Tbeasuby  Department, 
•  Office  of  the  Secbetaby, 

Washington,  February  25,  1908. 

Dear  Mb.  Secbetaby  :  I  now  have  $100,000  in  notes  of  the  National  City  Bank, 
held  in  the  Office  of  the  Comptroller  of  the  Currency,  which  that  bank  desires  to 
have  canceled. 

As  I  leave  for  New  York  at  4  o'clock  this  afternoon,  I  would  appreciate  it  very 
much  if  you  would  see  the  Comptroller  of  the  Currency  about  this  retirement 
in  sufficient  time  to  let  me  know  your  decision  about  having  the  circulation 
retired.  / 

I  am  told  by  Mr.  Rogers,  Chief  of  the  Redemption  Division,  that  there  is  no 
doubt  as  to  the  validity  of  the  method,  and  it  has  been  practiced  by  banks  ever 
since  the  beginning  of  the  national  banking  system.  In  fact,  the  matter  is  in 
such  shape  that  an  ordinary  application  to  effect  a  retirement  in  this  way  would 
go  through  as  a  matter  of  course,  except  that  I  do  not  want  to  make  any  retire- 
ment of  circulation  which  does  not  meet  with  the  approval  of  the  Secretary  of 
the  Treasury. 

Since  dictating  the  foregoing,  I  learn'  that  you  may  not  be  in  your  office  until 
late  this  afternoon.  As  I  will  be  at  the  National  City  Bank,  New  York,  to- 
morrow, will  you  kindly,  therefore,  have  Mr.  Rldgely  wire  me  there  as  to  your 
decision  in  this  matter? 

Very  sincerely,  yours, 

M.  E.  Ailes. 


Treasury  Depabtment. 
Office  of  Comptrolleb  of  the  Citbbency, 

Washington,  June  24,  1908. 
President  The  Riooh  National  Bank, 

Washington,  D.  C. 

Sir  :  The  report  of  an  examination  of  your  bank  made  on  the  2d  instant  has 
been  received  and  has  had  careful  consideration. 

The  lawful  money  reserve  was  deficient  $94,640  on  the  day  the- examination 
commenced,  but  is  reported  to  have  been  made  good  the  following  day.  The 
lawful  reserve  should  be  maintained  at  all  times. 

Fourteen  loans  are  reported  as  secured  by  real  estate  notes  as  collateral.  Too 
are  again  reminded  that  the  loans  secured  by  real  estate  must  be  disposed 
of  and  the  practice  of  acquiring  such  assets  should  be  discontinued,  as  it  is  un- 
lawful for  a  national  bank  to  make  loans  on  or  discount  paper  secured  by  real 
estate  in  any  form. 
An  early  reply  to  this  letter  Is  requested. 
Respectfully, 

T.  P.  Kane, 
Deputy  and  Acting  Comptroller. 
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The  Riggs  National  Bank  of  Washington,  D.  C, 

Washington-,  D.  C,  June  25,  1908. 
Hon.  T.  P.  Kane, 

Deputy  and  Acting  Comptroller  of  the  Currency,  Washington,  D.  C. 

Six :  Referring  to  your  favor  of  the  24th  instant,  we  beg  to  say  that  the  de- 
ficiency in  our  lawful  money  reserve  of  $94,640,  on  the  2d  instant,  was  due 
to  the  extraordinarily  heavy  demands  made  upon  us  by  the  collector  of  taxes. 
On  the  following  day  the  amount  was  promptly  made  good  as  reported  by  the 
bank  examiner. 

As  to  the  loans  secured  by  real  estate  notes,  we  beg  to  advise  you  that  we  are 
gradually  reducing  the  number  of  these  loans,  and  will  endeavor  to  eliminate 
them  entirely  in  the  near  future. 
Very  respectfully, 

Wm.  J.  Flather,  Vice  President. 


The  Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  July  18,  1908. 

The  Honorable  the  Comptrolleb  of  the  Currency, 

Washington,  D.  C. 

Sib:  We  have  the  honor  to  hand  you  herewith  our  statement  of  condition 
at  the  close  of  business  the  15th  day  of  July,  1908.  Your  special  attention  is 
directed  to  the  figures  relating  to  our  reserve,  from  which  it  appears  that 
while  the  aggregate  was  38  A  per  cent,  yet  the  actual  cash  on  hand  was  only 
10 A  per  cent  against  the  required  reserve  in  cash  of  12$  per  cent.  On  the  fol- 
lowing day,  and,  in  fact,  ever  since,  we  have  been  well  above  our  reserve  re- 
quirements In  cash,  but  we  wish  to  advise  you  that  the  temporary  reduction  in 
cash  below  the  required  amount  was  occasioned  by  large  and  excessive  deposits 
made  at  the  Treasury  on  the  15th  instant,  the  very  day  to  which  your  call 
related.  These  deposits  were  made  for  various  banks  on  account  of  transfer 
of  funds,  covering  the  return  of  public  deposits  which  the  Secretary  of  the 
Treasury  required  to  be  transferred  on  the  15th  instant. 
Very  respectfully,  yours, 

M.  B.  Ailes,  Vice  President. 


CKITICISMH  BY   EXAMINERS,    1908-tOKt. 

The  tiles  of  the  comptroller's  bureau  show  that  in  pursuance  of  the  policy 
adopted  in  1908  by  Comptroller  Murray,  the  practice  of  writing  letters  of  criti- 
cism to  national  banks  after  each  examination  was  suspended,  and  the  national- 
bank  examiners  were  thereafter  supposed  to  make  their  criticisms  direct  to 
the  officers  or  directors  of  the  bank  at  the  time  of  each  examination  without 
having  these  subjects  of  censure  followed  up  by  formal  admonitions  from  the 
Treasury  Department. 

The  reixirts  of  examiners  submitted  to  the  comptroller  by  the  national-bank 
examiners  after  each  examination  of  the  Riggs  National  Bank,  however,  showed 
that  these  direct  criticisms  from  the  examiner  were  no  more  effective  than 
letters  from  the  Comptroller  of  the  Currehcy  had  been.  The  bank  continued 
to  violate  the  law  and  the  regulations  of  the  comptroller's  bureau,  as  is  con- 
vincingly shown  by  the  following  excerpts  from  the  reports  of  national-bank 
examiners  and  disclosures  revealed  by  these  reports  as  to  the  bank's  operations 
after  each  semiannual  examination  of  the  bank  between  1908  and  1912: 

In  the  examination  of  June,  1908:  Examiner  Owen  T.  Reeves,  jr..  reported 
the  bank  short  in  reserve,  $94,640 ;  real-estate  loans  and  stocks  unlawfully  held  ; 
bank  carrying  loans  to  both  vice  presidents,  cashier,  ladies'  teller,  exchange 
teller,  and  note  teller ;  also  loan  of  $25,000  to  the  wife  of  President  Glover.  The 
loans  to  the  two  vice  presidents  and  the  cashier  at  that  time  exceeded  $100,000. 
Stocks  irregularly  carried  as  cash,  $15,752;  overdrafts,  $13,757;  111  accounts 
overdrawn. 

Examination  of  May,  1909 :  Examiner  Owen  T.  Reeves,  jr.,  reported  the  bank's 
cash  reserve  short  $32,745.  Bank  was  still  making  large  loans  to  executive  offi- 
cers and  employees,  including,  as  analysis  of  list  of  large  loans  shows,  "  dummy  " 
loans;  still  carrying  stocks  contrary  to  law;  attention  again  called  to  the  bank's 
irregular  real-estate  and  stock-brokerage  business. 
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Examination  of  November,  1900 :  Examiner  Owen  T.  Reeves,  jr.,  showed  bank 
again  short  in  its  cash  reserve ;  large  loans  to  offiecrs  and  employees,  including 
"  dummy "  loans ;  stocks  carried  contrary  to  law.  Examiner  states  in  his 
report :  "  Old-fashioned  methods  of  keeping  books  and  accounts  exists.  An 
up-to-date  system  of  handling  loans  has  repeatedly  been  suggested  by  this  ex- 
aminer, but  the  officers  feel  the  present  scheme  has  worked  well  enough  for 
a  half  century  and  balk  on  making  any  change."  Stock-brokerage  and  real- 
estate  business  again  commented  upon. 

Examination  of  June,  1010:  Examiner  Owen  T.  Reeves,  Jr.,  reported  cash 
reserve  short  $122,025 :  bank  still  lending  large  sums  to  officers  and  employees, 
including  "dummy"  loans;  direct  loans  to  executive  officers  at  that  time  in- 
cluded President  Glover,  $07,000,  Vice  President  Flather,  $48,000,  Cashier 
Flather,  $61,0(K) — exclusive  of  "dummy"  or  concealed  loans.  Examiner  stated 
in  rei>ort :  "As  many  times  stated  by  this  examiner,  the  system  of  keeping  the 
books  and  accounts,  especially  the  method  of  handling  the  collateral  loans,  is 
old-fashioned  and  sloppy.  For  a  large  and  flourishing  bank,  it  lacks  all  the 
features  of  system  employed  in  well  managed  city  banks."  Bank  still  holding 
stocks  unlawfullj*;  also  carrying  improperly  $23,257  in  stocks  for  customers 
as  "cash." 

Examination  of  Noveml>er,  1910:  Examiner  Owen  T.  Reeves,  Jr.,  reported 
bank  carrying  large  loans  of  president,  vice  presidents,  cashier  and  other 
officers  and  employees  (exclusive  of  "dummy"  loans)  exceeding  $496,000. 
Stocks  still  held  contrary  to  law.  Examiner  again  reports:  "As  stated  in 
former  reports,  the  system  of  keeping  the  books  and  accounts  lacks  all  the 
features  of  a  city  bank.  Methods  are  antiquated  and  cumbersome."  Again 
criticises  brokerage  and  real  estate  business  conducted  by  bank's  officials. 

Examination  of  May,  1911 :  Examiner  Owen  T.  Reeves,  reported  bank  short 
In  its  reserve  $02,800.  Large  loans  to  officers  and  employees  continue,  includ- 
ing loans  to  "dummy"  makers.    Stocks  still  unlawfully  held. 

Examination  of  December,  1911 :  Examiner  S.  M.  Hunn  reported  bank  short 
In  its  cash  reserve  $184,630;  stocks  unlawfully  held;  large  loans  to  executive 
officers;  attention  again  called  to  overdrafts. 

Examination  of  August,  1912:  Examiner  S.  M.  Hann  reports  bank  short 
in  its  cash  reserve,  $148,175;  large  loans  to  executive  officers;  stocks  still 
unlawfully  held ;  over  $70,000  due  for  stocks  bought  for  customers  improperly 
carried  as  "cash."  Examiner  reports  stock  certificate  book  not  properly  kept 
Large  amount  of  canceled  certificates  of  deposit  reported  missing.  Loans 
to  bank's  officers  and  directors — nearly  all  on  bonds  and  stocks— $888,640. 

Examination  of  May,  1913:  Examiner  S.  M.  Hann  reported  bank  lending 
to  its  president,  two  vice  presidents  and  cashier,  $260,425;  other  direct  and 
indirect  loans  to  directors  (exclusive  of  "dummy"  loans)  $481,196;  total, 
$741,621.  The  bank  was  carrying  $23,447  of  securities  and  real  estate  loans 
improperly  as  "  cash,"  including  in  "  cash  "  a  $(J,000  real  estate  loan  for  Presi- 
dent Glover  (taken  out  during  the  examination).  The  bank  had  been  short 
in  its  average  reserve  for  the  preceding  30  days,  both  as  to  reserve  in  bank 
and  reserve  with  reserve  agents.  Examiner  reported  President  Glover  had 
informed  him  as  to  profits  on  real  estate  operations  that  the  "commission  or 
profits  belong  to  him  (Glover)  and  that  he  first  began  turning  them  over  to 
the  bank  when  the  Rlggs  Bank  went  over  into  the  national  system.** 

Examiner  further  says:  "I  was  also  Informed  by  Glover  that  In  order  to 
hold  himself  above  criticism,  he  has  turned  over  every  dollar  of  profit  to  the 
bank."  (A  statement  to  this  effect  was  made  by  Mr.  Glover  to  the  comptrol- 
ler a  year  later,  in  June  and  July,  1914;  and  It  was  subsequently  developed  that 
over  $46,000  of  those  profits  collected  between  1897  and  May,  1902,  had  been 
personally  divided  between  Mr.  Glover  and  certain  other  officers  of  the  bank 
(Glover,  Hyde,  Johnson,  et  al.)f  disproving  the  statements  made  by  Mr. 
Glover  both  to  Examiner  Hann  and  to  the  Comptroller.  Attention  Is  also 
called  by  Examiner  Hann  to  $173,003  note  of  J.  D.  Richardson,  which  had 
been  the  subject  of  constant  criticism  for  several  years.  On  this  note  the 
bank  eventually  lost  $29,468. 

Examination  of  October  15,  1913:  Examiner  R.  W.  Goodhart  reported  bank 
short  in  its  reserve  $207,950;  and  the  average  reserve  in  the  preceding  30 
days  In  the  bank  also  sort.  The  examiner  said — "considerable  difficulty  was 
experienced  in  balancing  the  notes  due  to  the  fact  that  no  one  man  seems 
to  have  control  of  them.  Rank  was  carrying  improperly  $55,572  of  stocks 
purchased,  as  "cash."  including  $6,562.50  due  from  President  Glover  for  200 
shares  of  American  Can.     Overdrafts,  $23,344  also  critcized,  including  over- 
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•draft  of  -wife  of  President  Glover  of  $6,652.03.  The  examiner  also  reported 
violation  by  bank  of  section  5202  United  States  Revised  Statutes  on  account 
of  excessive  liability  for  bonds  borrowed  by  the  bank.  Examiner  recommended 
that  bank  charge  off  loses  and  eliminate  doubtful  paper  as  rapidly  as  possible. 
At  the  next  ensuing  call  for  report  of  condition,  November  8,  1013,  the 
bank  was  again  short  in  its  reserve  $374,785,  and  also  the  average  reserve 
was  short  during  the  preceding  30  days.) 

It  is  noted  that  the  foregoing  examinations  of  the  Riggs  National  aBnb  be-, 
tween  1908  and  1913,  inclusive,  except  the  examination  of  October,  1913,  by 
Examiner  Goodhart,  were  all  made  by  the  two  examiners,  Reeves  and  Hann, 
whose  efficiency  and  reliability  were  so  highly  complimented  by  Mr.  Hogan 
in  his  testimony  before  the  Senate  committee  in  July,  1919.  Despite  the 
criticisms  by  practically  every  examiner,  the  record  shows  that  the  bank 
persisted  in  its  disregard  of  the  law  and  of  the  regulations  and  admonitions 
of  the  comptroller's  bureau  from  the  time  of  its  organization  in  1896  until 
July,  1014. 

Treasury    Department, 
Comptroller  of  the  Currency, 
Washington,  November  11,  1913. 

The  Board  or  Directors,  Riggs  National  Bank, 

Washington,  D.  C. 

Gentlemen-:  The  report  of  the  examination  of  your  bank  completed  October 
23  shows  a  reserve  deficiency  of  $207,980,  overdrafts  of  $23,344.69,  and  the 
following  paper  classed  as  doubtful  by  the  examiner : 

A $7, 150. 00 

B 82, 948. 98 

'C 2, 700. 00 

42, 798. 98 

Liability  for  money  borrowed  is  as  follows: 

Bonds   borrowed : -,     $900,000.00 

Bonds  sold  under  agreement  to  repurchase 1,221,823.45 

2, 121, 623. 45 

The  examiner  states  it  is  the  practice  of  the  bank  to  carry  items  of  stock 
purchased  for  customers  in  the  cash,  such  items  amounting  to  $55,572.86  at 
•the  time  of  his  visit. 

The  report  of  condition  of  the  bank  for  October  21  shows  the  above  liability, 
for  money  borrowed  and  a  reserve  deficiency  of  $374,786. 

The  required  legal  reserve  must  be  made  good  at  once  and  this  office  ad- 
vised. Liability  for  borrowed  money  must  be  brought  within  the  requirements 
without  delay,  the  amount  of  overdrafts  materially  curtailed,  and  the  doubt* 
ful  paper  given  particular  attention  and  collected,  charged  off  or  secured  beyond 
question  of  loss.  The  Irregular  items  in  the  cash  must  be  eliminated  and  the 
practice  of  carrying  stock  items  in  the  cash  discontinued. 

The  directors  are  requested  to  advise  this  office  promptly,  over  their  indi- 
vidual signatures,  of  the  action  taken  to  comply  with  these  requirements. 

Respectfully, 

T.  P.  Kane, 
Acting  Comptroller. 


The  Riggs  National  Bank  of  Washington,  D.  C. 

Washington,  D.  C,  November  19,  19 IS. 

Acting  Comptholi.er  of  the  Currency, 

Washington,  D.  C. 

Dear  Sib:  We  are  in  receipt  of  your  letter  of  the  11th  instant,  calling  our 
Attention  to  various  matters  in  connection  with  the  report  of  the  examination 
of  this  bank  which  was  completed  by  the  examiner  October  23  last. 

With  respect  to  a  reserve  deficiency  of  $207,980,  you  are  advised  that  this 
was  temporary  and  was  occasioned,  in  part,  by  the  demand  at  this  season  of 
<he  year  of  our  southern  correspondents  for  shipments  of  currency.    It  is  our 
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practice  to  respond  promptly  to  requests  from  our  correspondents  for  cash,, 
and  occasionally  It  happens  that  such  shipments  Involve  a  decrease  in  our 
cash  on  hand  which  we  immediately  replenish  by  having  currency  shipped  to 
us  from  our  northern  correspondents.  The  deficiency  noted  had  disappeared 
by  October  22.  A  large  part  of  the  deficiency  referred  to,  as  shown  by  our 
report  of  condition  on  October  21,  was  occasioned  by  your  office  counting  re- 
serve against  our  Canal  Zone  deposits,  which,  according  to  the  act  of  August 
24, 1912,  are  required  to  be  treated  in  the  same  manner  as  "  other  funds  of 
the  United  States  "  and  against  which  other  funds  your  office  does  not  require 
reserve  to  be  maintained. 

You  invite  attention  to  overdrafts  of  $23,344.69.  To  a  very  large  extent 
these  overdrafts  related  to  transactions  growing  out  of  the  issuance  by  us  of 
letters  of  credit  to  our  customers  against  the  deposit  of  collateral  with  us  to 
secure  such  sums  as  they  might  draw  against  their  letters.  In  the  amount 
shown  as  overdrafts  there  was  also  included  an  item  of  some  $6,500  which 
should  not  have  been  reported  as  an  overdraft,  in  view  of  the  fact  that  the  cus- 
tomer In  this  instance  maintained  two  accounts  with  us,  in  one  of  which  there 
was  to  his  credit  more  than  $26,000,  the  other  being  overdrawn  $6,500. 

You  call  attention  to  the  following  paper  classed  by  the  examiner  as  doubt- 
ful: 

A $7, 150.00 

B 32, 948. 98 

C I 2,700.00 


42,798.98 

We  have  classed  the  above  items  as  slow  instead  of  doubtful.  None  of  the 
persons  mentioned  has  ever  failed  to  pay  interest  on  the  loans  whenever  the 

same  was  due.    In  the  case  of  Mr. ,  the  loan  was  originally  for  $11,000. 

and  has  been  reduced  to  $7,150.    Mr. has  given  us  assurance  that  with 

patience  on  our  part  he  will  be  able  to  liquidate  this  loan  either  from  the  col- 
lateral we  hold,  which  is  said  to  be  improving,  or  from  other  resources  he  may 
be  able  to  command  growing  out  of  the  settlement  of  his  father's  estate.  Col- 
lateral against  the  loan  to  Mrs. is  deficient  to  the  extent  of  about  $4,000, 

but  she  has  always  been  prompt  in  the  payment  of  interest,  and  we  have  beeft 
disposed  to  wait  patiently  for  an  improvement  in  the  market  value  of  the  col- 
lateral held  against  her  loan.    With  respect  to  the  loan  to  Dr.  of 

$2,700,  we  believe  that  his  family  connections  are  such  that  the  loan,  with 
patient  handling,  will  be  liquidated  without  loss. 

In  view  of  this  statement  we  believe  It  would  be  more  advantageous  to  this 
bank  not  to  write  off  these  comparatively  small  amounts.  Our  large  surplus 
of  $2,000,000  and  undivided  profits  account  of  more  than  $130,000  make  it  a 
matter  of  small  consequence  to  our  totals  whether  the  loans  are  written  off  or 
not;  but  in  actual  practice  we  have  found  we  can  give  better  attention  to  the 
collection  of  loans  when  they  are  carried  in  our  live  paper,  for  the  reason  that 
we   are  not  so  apt  to   lose   Bight  of  them  as  when   they  are  written  off. 

With  respect  to  the  item  of  $1,221,823.45,  relating  to  bonds  sold  under  agree- 
ment to  repurchase,  we  desire  to  advise  you  fully  as  to  the  facts.  We  hold 
certain  Canal  Zone  deposits  which  the  authorities  require  us  to  secure  by  the 
deposit  with  them  of  such  bonds  as  are  legal  Investments  for  savings  banks 
in  the  States  of  New  York,  Massachusetts,  Connecticut,  and  New  Jersey.  We 
do  not  at  all  times  own  a  sufficient  amount  of  such  bonds  ourselves  to  secure 
these  deposits,  but  we  do  own  at  all  times  a  large  amount  of  other  bonds  which 
are  carried  in  our  investment  accounts,  which  bonds  are  not  available  for  the 
purpose  of  securing  the  deposits  mentioned  above.  We  have,  therefore,  ob- 
tained from  our  correspondents  bonds  that  are  acceptable  under  the  savings- 
bank  rule  and  have  exchanged  with  them,  at  fixed  valuations,  a  sufficient 
amount  of  the  bonds  owned  by  us  to  secure  them  for  the  savings-bank  bonds 
thus  obtained.  It  is  understood,  of  course,  that  at  their  option  or  ours  they 
are  to  have  their  bonds  back  and  we  are  to  have  ours  back.  .  It  is  really  an  ex- 
change with  the  understanding  that  either  party  may  exchange  back  as  occa- 
sion requires.  In  this  manner  we  are  able  to  secure  to  the  satisfaction  of  the 
authorities  these  Canal  Zone  deposits,  and  we  trust  this  explanation  of  the 
matter  will  be  satisfactory  to  your  office. 

With  respect  to  the  statement  of  the  examiner  that  It  Is  the  practice  of  the 
bank  to  carry  items  of  stock  purchased  for  customers  in  the  cash,  such  items 
amounting  to  $55,572.86  at  the  time  of  his  visit,  you  are  advised  that  for 
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the  most  part  our  purchases  for  customers  are  immediately  charged  against 
their  accounts.  It  sometimes  happens  that  an  order  can  not  be  fully  executed 
at  once,  and  we  have  met  with  some  small  delays  in  completing  orders,  as  well 
as  in  charging  purchases  to  accounts.  The  item  above  mentioned  was  largely 
caused  by  the  absence  of  one  of  our  important  customers  in  Jamacia  at  the 
time  his  order  was  executed.  In  the  future  we  will  endeavor  to  avoid  carry- 
ing these  items  in  cash  by  making  prompt  charges  against  customers'  accounts. 
Respectfully, 

Ghas.  C.  Glover.  James  M.  Johnston,  Thos.  Hyde,  Win.  J.  Flather, 

M.  B.  Aailes,  Frank  C.  Henry,  Joseph  Paul,  Henry  H.  Flather, 

J.   R.   McLean,   H.   Hurt,  C.   I.  Corby,  Robert  C.   Wilkins,   H. 

Rozier  Dulany,  F.  S.  McKenney,  R.  Ross  Perry. 

This  letter  bears  the  signatures  of  all  the  directors  with  the  exception  of 

three,  namely,  Admiral  Wlllard  H.  Brownson,  who  is  abroad;  Mr.  F.  A.  Van- 

derlip,  who  is  in  California,  and  Mr.  S.  W.  Labrot,  who  is  In  New  Orleans. 


Thk  Riggs  National  Bank  of  Washington,   D.   C. 

Washington.  D.  C,  June  18,  191). 

To  the  board  of  director*  of  the  Rigyn  National  Bank,  Washington.  D.  C. 

Gentlemen:  There  is  an  account  on  your  books  entitled  W.  J  and  H.  H. 
Flather,  the  cash  balance  now  to  the  credit  of  which  is  $503.08,  and  the  fol- 
lowing investment  securities  which  have  been  purchased  from  time  to  time 
with  money  withdrawn  from  this  account  and  another  account,  entitled 
Charles  C.  Glover  and  William  J.  Flather,  are  now  in  the  bank  vault,  viz : 

Promissory  notes  of 

A $500,  5  per  cent,  due  10  Dec.,  1915. 

B 1,250,  5  per  cent,  due  20  Apr.,  1916. 

C 500,  5  per  cent,  due  14  May.  1915. 

D 5,000,  5  per  cent,  due  23  Apr.,  1919. 

B 5,000,  5  per  cent,  due  23  Oct.,  1919. 

F 2,500.  5  per  cent,  due  19  May,  1915. 

G 1.000,  5  per  cent,  due  30  Apr.,  1917. 

H 1,000,  5  per  cent,  due  14  May,  1916. 

I    1,500,  5  per  cent,  due  26  May,  1917. 

J 1,750,  5  per  cent,  due  20  May,  1915. 

K 1.250,  5  per  cent,  due  20  Apr.,  1916. 

L 1,000,  5  per  cent,  due  25  Oct.,  1914. 

M 1 1,000,  5  per  cent,  due  3  June,  1916. 

N 850,  5*  per  cent,  due  20  Dec.,  1916. 

O 2,000,  5  per  cent,  due  6  Jan.,  1916. 

P 1.500,  5  per  cent,  due  2  July,  1916. 

Q 6,000,  5  per  cent,  due  2  Nov.,  1914. 

It 2,500,  5  per  cent,  due  26  Mar.,  1917. 

S 1,000,  5  per  cent,  due  29  Nov.,  1914. 

T 1,000,  5  per  cent,  due  19  May,  1915. 

Total 38,000 

Stocks:  4?  shares  Real  Estate  Title  Insurance  Co.;  1,757  shares  Columbia 
Title  Insurance  Co, ;  25  shares  American  Graphophone  Co.,  common. 

During  the  partnership  of  Riggs  &  Co.,  it  was  customary  for  one  or  more 
of  its  members  to  assist  its  customers  to  make  investments,  receiving  certain 
compensation  by  way  of  commissions  therefor,  which  compensation  was  at 
first  credited  to  the  commission  account  on  the  books  of  the  firm  and  later  trans- 
ferred to  the  credit  of  the  profit  and  loss  account  of  the  partnership.  After 
the  incorporation  of  the  Riggs  National  Bank  such  business  was  continued  to 
be  done  by  certain  of  the  officers  of  the  bank  acting  in  their  individual  capacities, 
and  sums  received  by  way  of  compensation  on  account  of  such  transactions 
were  passed  to  the  credit  of  the  accounts  on  the  books  of  this  bank,  entitled 
Charles  C.  Glover  and  William  J.  Flather,  and  W.  J.  and  H.  H.  Flather,  which 
accounts  commonly  have  been  and  are  referred  to  as  the  "Glover  and  Flather" 
and  the  "Flather  and  Flather"  accounts. 

The  existence  of  these  accounts  and  the  character  of  the  transactions  which 
the  entries  noted  therein  were  intended  to  evidence,  have  been  made  known  to 
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every  bunk  examiner  who  has  examined  and  reported  upon  the  bank's  condi- 
tion, and  likewise  has  been  made  known  to  the  successive  Comptrollers  of  the 
Currency  and  some,  if  not  all,  of  the  Secretaries  of  the  Treasury  In  office  since 
1906,  with  the  exception  of  the  present  incumbent,  have  been  personally  in- 
formed of  the  practice  of  the  bank  officers  in  this  regard  and  no  objection  has 
at  any  time  been  made  to  their  continuing  the  same. 

On  April  17,  1914,  the  account— Charles  C.  Glover  and  William  J.  Flather— 
for  purposes  of  convenience,  was  closed  out  and  its  credits  of  every  sort  were 
transferred  to  the  credit  of  the  account  W.  J.  and  H.  H.  Flather. 

Whether  the  officers  of  the  bank,  whp  in  their  individual  capacities  rendered 
the  services  which  produced  the  revenues  which  passed  to  the  credit  of  the 
above  account,  were  entitled  to  receive  and  retain  such  revenues  for  their  per- 
sonal benefit,  is  not  material,  for  no  one  of  them  has  ever  claimed  or  has  ever 
intended  to  claim,  or  has  ever  retained  or  ever  expected  to  retain  any  part  of 
such  revenues  for  his  personal  benefit.  From  time  to  time  various  amounts 
have  been  withdrawn  from  each  of  said  accounts  and  used  for  the  benefit  of 
the  bank,  and.  from  time  to  time  sums  have  been  withdrawn  from  each  of  said 
accounts  and  directly  passed  to  the  credit  of  the  profit  and  loss  account  of  the 
bank. 

These  facts  are  each  and  all  doubtless  perfectly  well  known  to  you.  but  we 
make  this  statement  at  the  present  time  in  view  of  the  communications  refer- 
ring to  the  general  subject  lately  received  from  the  Comptroller  of  the  Currency, 
and  in  order  that  this  statement  may  be  made  of  record  in  the  minutes  of  the 
hank. 

Respectfully,  yours, 

Chas.  C.  Givover. 

Wm.  J.  Flatheb. 

Henry  H.  Flather. 


The  real  estate  loans  stated  above  were  taken  as  additional  collateral  for 
loans  previously  made,  the  greater  portion  of  which  is  secured  by  stocks  and 
were,  therefore,  reported  under  sections  B  and  E. 

August  13,  1914. 

Henry  H.  Flather,  Cashier. 


Comptroller  of  the  Currency, 

Washington,  June  9,  191$. 

Dear  Mr.  Secretary  :  Referring  to  my  letter  of  the  14th  ultimo,  regarding  the 
status  of  the  Riggs  National  Bank  and  that  bank's  application  for  a  special 
deposit  of  District  funds,  I  now  beg  leave  to  hand  you  with  this  an  analysis 
showing  the  loans  made  by  all  the  national  banks  in  the  city  of  Washington 
as  of  March  4,  1914. 

From  thhs  statement  you  will  observe  that  of  the  loans  of  the  Riggs  National 
Bank  but  little  more  than  25  per  cent  are  made  on  commercial  paper,  while 
approximately  75  per  cent  of  their  loans  are  made  on  bonds  and  stocks. 

The  Commercial  National  Bank,  which  in  the  amount  of  money  loaned  ranks 
next  to  the  Riggs,  is  lending  only  37  per  cent  of  its  loans  on  bonds  and  stocks 
and  63  per  cent  on  commercial  paper,  etc. 

The  bank  ranking  next  in  the  amount  of  money  loans  is  the  National  Bank 
of  Washington,  which  has  47  per  cent  of  its  loans  on  bonds  and  stocks  and 
53  per  cent  on  commercial  paper,  etc. 

The  examiner  advises  this  office  that  Mr.  Glover,  the  president  of  the  Riggs 
National  Bank,  has  for  some  years  past  kept  a  special  account  in  the  bank 
to  cover  his  operations  and  deals  in  real  estate,  from  which  he  has  been 
collecting  commissions  on  real  estate  loans1  which  he  has  been  placing  for 
depositors  of  the  bank,  the  commissions  going  personally  to  Mr.  Glover.  This 
department  is  not  advised  as  to  whether  or  not  the  board  of  directors  were  all 
informed  that  Mr.  Glover  was  collecting  personally  these  commissions  at  the 
same  time  that  he  was  drawing  a  salary  of  $25,000  per  annum  from  the  bank. 

The  bank  examiner  informs  me  that  on  the  17th  of  April  the  real  estate  ac- 
count heretofore  carried  in  Glover's  name  was  transferred   to  the  name  of 

*The  real  meaning  of  the  "Glover  and  Flather"  and  "Flather  and  FUnner"  ac- 
counts to  which  the  commissions  attested  on  stocks  and  bonds  and  real  estate  were 
recorded.  Is  more  fully  shown  in  Exhibit  H,  and  affidavit  of  John  Skelton  Williams, 
Comptroller  of  the  Currency,  setting  forth  the  testimony  given  by  the  bank's  own  officers, 
before  national  bank  examiners,  see  p.  — . 
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W.  J.  and  H.  H,  Flather,  mid  since  that  time  the  deal*  and  operations  have  been 
conducted  in  their  name  and  the  commissions  col'ected  by  them  and  appro- 
priated for  their  personal  benefit. 

I  also  understand  that  President  Glover  and  Vice  President  Flather  are  both 
members  of  the  stock  exchange,  and  that  the  two  Flathers,  especially,  have 
been  and  are  conducting  a  brokerage  business,  charging  commissions  on  the 
purchase  and  sale  of  stocks.  It  appears  that  the  bonds  and  stocks  which  are 
thus  bought  nud  sold,  and  the  customers  for  whom  the  bonds  and  stocks  are 
being  purchased,  are  being  carried  by  the  bank,  with  whom  the  Flathers  arrange 
the  loans.  The  two  Flutliers  appear  as  borrowers  of  money  personaPy  from 
the  liiggs  National  Bunk  to  the  extent  of  $127,300,  secured  by  divers  bonds 
and  stocks,  and  nearly  all  of  the  assets  of  the  bank  have  been  loaned  out  on 
bond  and  stock  collateral,  not  on  commercial  paper  and  not  for  the  promotion 
of  the  commercial  interests  of  the  city  and  the  advancement  of  its  industries 
and  general  business. 

There  are,  however,  some  'arge  loans  in  the  bank  based  on  local  public-utility 
stocks,  such  as  gas  company,  street  railway  company,  etc.,  and  there  is  one 
loan  In  the  bank  for  about  $170,000,  which  has  been  there,  to  a  greater  or  less 
extent,  for  more  than  10  years  past,  which  was  made  to  a  former  Member  of 
Oongress,  and  which  is  secured  largely  by  the  shares  of  a  street  railway  com- 
pany. The  former  Congressman  to  whom  this  loan  is  made  was  at  one  time, 
I  understand,  a  member  of  the  District  Committee  of  the  House,  but  this  I  have 
not  yet  verified,  and  I  understand  that  a  consolidation  of  the  street-car  lines 
took  place  while  he  was  in  Congress. 

It  is  believed  that  such  operations  as  are  being  carried  on  by  Mr.  Glover  and 
the  vice  president  and  cashier  of  this  bank  are  directly  in  violation  of  the  pro- 
visions of  the  Federal  reserve  act. 

The  Riggs  National  Bank  has  been  subjected  to  frequent  criticisms  by  this 
department  for  the  past  10  years  for  various  irregularities,  but  the  admonitions 
of  the  department  have  been  persistently  ignored,  the  bank  feeling,  apparently, 
secure  and  immune  from  drastic  action  on  the  part  of  the  iwwers  that  were. 

In  April,  1904,  Comptroller  Ridgely  called  the  attention  of  the  bank  to  10 
loans,  aggregating  about  $2,000,000,  all  excessive.  At  the  same  time,  he  said 
to  them : 

"  You  are  again  reminded  that  the  stocks  of  other  corporations,  which  were 
acquired  as  Investments,  should  be  disposed  of,  as  such  investments  can  not  be 
lawfully  made  by  a  national  bank. 

"The  examiner  reports  46  loans,  aggregating  $134,402.65,  for  which  real 
estate  notes  are  held  as  collateral.  You  are  again  reminded  that  it  is  unlawful 
for  a  national  hank  to  make  loans  of  this  character,  and  such  loans  should  be 
disposed  of  and  the  practice  of  making  them  discontinued. 

M  The  examiner  also  reports  the  purchase  and  sale  of  stocks,  bonds,  etc.,  on 
commission.  As  heretofore  advised,  it  is  ultra  vires  of  a  national  bank  to 
engage  in  this  business,  and  this  practice  should  also  be  discontinued." 

About  six  mouths  later  the  comptroller  again  called  attention  to  eight  ex- 
cessive loans  which  had  been  the  subject  of  criticism  at  the  previous  examina- 
tion in  April,  aggregating  about  $2,000,000,  which  were  still  being  unlawfully 
carried,  and  in  repeating  the  instructions  which  had  been  given  in  April,  said : 

M  The  stock  purchased  as  an  investment  by  your  bank  should  be  disposed  of, 
as  it  is  unlawful  for  a  national  bank  to  purchase  stock  of  other  corporations  as 
an  investment  As  heretofore  advised,  the  bank  exceeds  its  corporate  powers 
In  the  purchase  and  sale  of  stocks,  bonds,  etc.,  on  commission.  This  business 
is  evidenced  by  the  character  of  cash  items,  and  the  books  of  the  bank  which 
show  commissions  on  pales  and  purchases  of  stocks  and  bonds,  as  well  as  on 
real  estate  loans  negotiated.  It  is  u'tra  vires  of  a  national  bank  to  traffic  in 
stocks  and  bonds  by  buying  and  selling  such  securities  on  commission. 

"  The  items  of  stock  purchased  on  account  of  customers,  and  Interest  due  on 
demand  loans,  now  carried  in  cash-items  account,  should  be  transferred  to  the 
proper  accounts  without  delay,  and  this  use  of  cash  Items  should  be  discon- 
tinued. 

"Loans  aggregating  $09  052.65  are  secured  by  real  estate  notes.  These  loans 
should  be  disposed  of,  as  it  Is  unlawful  for  a  national  bank  to  make  loans  on 
or  to  discount  paper  secured  directly  or  indirectly  by  real  estate. 

"There  was  a  deficiency  of  $131,985  in  that  portion  of  the  lawful  money  re- 
serve required  to  be  kept  on  hand.  In  this  connection  attention  is  called  to 
section  5191.  U.  S.  R.  S.M 
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The  bank  persistently  disregarded  the  instructions  of  the  comptroller,  and 
therefore,  in  May,  1905,  the  comptrol'er  wrote  as  follows :  **  The  following  loans- 
are  excessive  and  should  be  reduced  to  the  limit  prescribed  by  section  52000, 
U.  S.  R.  S.,"  giving  a  list  of  8  or  10  loaus,  aggregating  about  $2,000,000,  which 
the  bank  had  been  warned  against  in  April,  1904.  In  this  letter  the  bank  was 
again  admonished  as  to  its  deficiency  in  reserve,  and  the  deputy  comptroller 
said: 

"  You  are  again  reminded  that  the  stocks  of  other  corporations  acquired  by 
the  bank  as  investments  should  be  disposed  of,  as  such  Investments  can  not  be 
lawful'y  made  by  a  national  bank." 

It  was  again  warned  as  to  the  49  loans  secured  by  real  estate  notes,  carried 
improperly.    It  was  also  warned  as  to  lending  money  on  the  bank's  own  stock. 

Again,  in  December,  1905,  the  comptroller  wrote  as  follows : 

"The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  pre- 
scribed by  section  5200,  U.  S.  R.  S." 

Then  followed  a  list  of  the  same  loans  complained  of  during  the  previous 
three  examinations,  aggregating  about  $2,000,000.    The  comptroller  said : 

"  With  two  exceptions,  these  accounts  were  all  excessive  at  the  time  of  the 
preceding  examination.  You  were  then  required  to  reduce  them  to  the  legal 
limit.  They  remain  practically  the  same  as  before.  The  accommodation  ex- 
tended George  T.  Dunlop  is  not  only  excessive,  but  is  out  of  proportion  to  the 
capital  of  your  bank.  They  should  all  be  reduced  to  the  lawful  limit  without 
unnecessary  delay. 

"  Effort  should  be  continued  to  dispose  of  the  59  loans  which  are  secured  by 
real  estate  notes  held  as  collateral,  as  it  is  unlawful  for  a  national  bank  to 
make  loans  on  or  to  purchase  paper  secured  by  real  estate  in  any  form. 

"  It  is  noted  that  a  large  number  of  shares  of  various  corporations  are  still 
carried.  These  should  be  disposed  of  as  soon  as  possible,  as  it  is  unlawful  for 
a  national  bank  to  invest  in  the  shares  of  stock  of  other  corporations." 

On  June  6.  1906,  the  deputy  comptroller  again  wrote  the  bank,  calling  atten- 
tion to  the  excessive  loans  which  had  been  complained  of  more  than  two  years 
before  and  at  each  examination  since  that  time.    He  also  said: 

"The  stocks  of  the  Columbia  Title  Insurance  Co.,  Pennsylvania  Telegraph 
Co.,  People's  Insurance  Co.,  and  the  Real  Estate  Insurance  Co.,  heretofore  car- 
ried by  the  bank  in  bonds,  securities,  claims,  etc.,  appear  to  be  still  owned  by 
the  bank  in  the  form  of  collateral  for  a  loan  of  $11,039.88  to  one  of  the  em- 
ployees of  the  bank.  The  transfer  of  these  securities  to  loans  and  discounts 
is  not  a  disposition  of  these  stocks.  They  should  be  restored  to  the  account  of 
bonds,  securities,  claims,  etc.,  and  be  so  carried  until  regularly  disposed  of. 

"  Efforts  to  dispose  of  the  loans  secured  by  real  estate  should  be  continued. 
In  this  connection  you  are  referred  to  office  letter  of  December  1,  1905." 

On  June  24,  1908,  Deputy  Kane  wrote  as  follows : 

"  The  lawfu1  money  reserve  was  deficient  $94,640  on  the  day  the  examination 
commenced,  but  is  reported  to  have  been  made  good  the  following  day.  The 
lawful  reserve  should  be  maintained  at  all  times. 

"  Fourteen  loans  are  reported  as  secured  by  real  estate  notes  as  collateral. 
You  are  again  reminded  that  the  loans  secured  by  real  estate  must  be  disposed 
of  and  the  practice  of  acquiring  such  assets  should  be  discontinued,  as  it  is 
unlawful  for  a  national  bank  to  make  loans  on  or  discount  paper  secured  by 
real  estate  in  any  form." 

Comptroller  Murray  came  in  in  September,  1908,  and  for  the  next  several 
years,  under  his  administration,  the  bank  appears  to  have  been  allowed  to  do 
largely  as  they  pleased,  and  few  or  no  letters  of  admonition  and  warning  were 
written. 

At  the  time  of  the  first  examination  under  the  present  administration  the 
bank  was  found  to  be  carrying  $24,278  of  cash  items,  representing  largely 
bonds  and  stocks  bought  for  customers.  The  bank  had  been  running  below  the 
reserve  requirements  for  the  preceding  30  days.  Vice  Presidents  Flather  and 
Ailes  and  Cashier  Blather  were  borrowing  from  the  bank  something  in  excess 
of  $200,000,  and  President  Glover  was  borrowing  $54,000.  The  total  loans  to 
directors  aggregated  about  $600,000. 

At  the  time  of  the  October,  1913,  examination  the  bank  was  carrying  irregular 
items  as  cash  items,  $55,572,  which  it  claimed  were  represented  by  stock  pur- 
chased for  customers  and  carried  in  cash  instead  of  being  charged  to  their 
personal  accounts.  The  bank  had  at  that  time  $23,344  of  overdrafts,  including 
$6,652  to  Mrs.  C.  C.  Glover.  The  bank's  reserve  on  the  date  of  this  examination 
was  deficient 
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« 

The  report  of  the  national-bank  examiner  made  in  May,  1914,  shows  a  great 

improvement  in  the  matter  of  the  irregular  practices  previously  complained  of. 

Its  funds,  however,  were  still  being  loaned  on  bond  and  stock  collateral,  rather 

than  on  commercial  paper,  and  the  bank  had  more  than  Its  reserve  on  hand. 

iThere  was  also  an  improvement  in  the  matter  of  overdrafts. 

Sincere'y,  yours, 

J.  S.  Williams. 
Hon.  W.  G.  McAdoo, 

Secretary  of  the  Treasury. 

In  the  Supreme  Court  of  the  District  of  Columbia. 

[Equity  No.  33360.] 
< 
The  Riogs  National  Bank,  of  Washington,  D.  C,   vernuH  John   Skelton 
Williams,  Comptroller  of  the  Currency;  William  Gibbs  McAdoo,  Secre- 
tary of  the  Treasury  ;  John  Burke,  Treasurer  of  the  United  States. 

Affidavit  of  Wesley  M.  Bennett. 

> 

District  of  Columbia,  **; 

Wesley  M.  Bennett,  being  sworn,  says :  I  reside  in  Pittsburgh,  in  the  State  of 
Pennsylvania,  and  am  an  expert  bank  accountant  connected  with  the  Depart- 
ment of  Justice. 

Hereto  attached  are — 

(1)  Transcript  of  the  account  between  H.  H.  Flather  and  Lewis  Johnson  & 
Co.  from  1909  to  1914,  as  it  appears  upon  the  books  of  Lewis  Johnson  &  Co., 
except  that  the  names  of  the  stocks  that  are  written  out  in  full  on  the  books  of 
Lewis  Johnson  &  Co.  are  abbreviated  in  this  transcript 

(2)  A  like  transcript  of  the  account  between  William*  J.  Flather  and  Lewis 
Johnson  &  Co.,  covering  the  same  period. 

(3)  A  like  transcript  of  the  account  between  the  Biggs  National  Bank  and 
Lewis  Johnson  &  Co.,  except  that  there  was  not  time  to  complete  the  full  ac- 
count for  the  years  1910  and  1911.  The  1911  account  contains  the  debit  side 
complete,  but  the  credit  side  only  partly  complete  up  to  April  7,  1911.  The  1910 
account  could  not  be  obtained  in  time. 

I  have  had  time  only  thus  far  to  analyze  part  of  the  accounts  of  the  Rlggs 
National  Bank,  and  I  refer  to  the  following  transactions  appearing  upon  tne 
face  of  that  account.  The  short  sales  among  the  12  transactions  are  so  desig- 
nated in  the  analysis. 

short  sale. 


1/29/12.  200  U.  P.,  at  106 38,  225.  00 

1/29/12.  200  tJ.  P.,  at  165 33,025.00 

1/27/12.  Check 742.00 

66,  002.  00 


1/18/12.  200  U.  P.,  at  167 33,371.  00 

1/22/12.  100  U.  P.,  at  1671 16,735.  50 

1/22/12.  100  U.  P.,  at  169 16,  885.  50 

66, 992.  00 


On  February  1,  1912,  100  Union  Pacific  bought  at  102,  $16,212.50,  covered  by 
deposit ;  stock  not  delivered,  but  sold  on  February  6,  1912,  at  162f ,  $16,260.50, 
check  being  issued  therefor. 

SHORT   BALI. 

2/8/12.  100  U.  P.,  at  164 16,  386.  50 


/12/12.  100  U.  P.,  at  1621 16,  287.  50 

/10/12.  Check 98.00 

16,  385.  50 

'2/15/12.  100  U.  P.,  at  1641 16,  462.  50 

2/14/12.  Check 210. 50 

16,  673.  00 


2/15/12.  100  U.  P.,  at  165| 16,  498.  00 

2/14/12.  Div.  100  U.  P 175.  00 


16,  673.  00 


SHORT  SALS. 


2/19/12.  100  U.  P.,  at  164J 16,  487.  50 

2/16/12.  Check 23.00 

16,  510.  50 


2/16/12.  100  U.  P.,  at  1651 16,  510.  50 
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On  February  19,  1912,  100  Union  Pacific  bought  at  164,  $16,412.50,  covered  n? 
deposit ;  stock  not  delivered,  but  sold  on  February  20,  1912,  for  $16,448, 
being  issued  therefor. 


1/15/12.  Div.  100  W.  U 75.  00 

3/5/12.  100  U.  P.,  at  164R 16,475.00 

3/6/12.  100  Steel,  at  68g 6,375.00 

3/7/12.  Check 131.  50 

3/7/11.  100  N.  P.,  at  118| 11,  875.  00 

34,  931.  50 


3/6/12.  100  U.  P..  at  166* 16, 610. 19 

3/6/12.  100  N.  P.,  at  119| 11,910.10 

3/6/12.  100  Steel,  at  641 6.410.S* 


34, 931. 50 


On  March  18,  1912,  100  Northern  Pacific  sold  at  121,  $12,085.50;  check  issued 
therefor  under  date  of  March  15,  1915. 


4/8/12.  100  Can,  at  25J 2,  5*7.  50 

4/6/12.  Check 73.00 

2,660.60 


4/8/12.  100  Can,  at  26f 2. 600. 50 


On  April  8,  1912,  100  Can  bought  at  26§,  $2,650,  covered  by  deposit.    Stock 
delivered  April  13,  1912. 


4/24/12.  200  L.  V.,  at  1661 16,  625. 00 

4/24/12.  Check 110.50 


4/25/12.  200  L.  V.,  at  167|_—   16,735.50 


16, 735.  50 

8H0RT    SALS. 

8/21/12.  100  Cen.  Lea.,  at  29}.  2,  962.  50   8/18/12.  100  Cen.  Leath.,  at  30.  2, 985. 50 
8/21/12.  Check 23.00 

2,  985.  50 

On  September  9,  1912,  100  Central  Leather  sold  at  30,  $2,985.50 ;  settled  by 
check. 


1/30/13.  100  Can,  at  39i $3,937.50 

1/29/13.  Check- 73.00 


1/30/13.  100  Can,  at  404 $4,  010.  50 


4,  010.  50 

On  January  29, 1918,  200  Can  received,  check  issued  for  $7,883.50;  sales  being 
made  on  January  30, 1913,  of  100  shares  each  at  39}  and  39$ ;  total,  $7,883.50. 

SHORT    SALS. 

2/3/13.   100  Can,  at  42 $4.  212.  50      1/31/13.  100  Can,  at  42* $4,  260. 50 

2/1/13.  Check 48.00 

4,  260.  50 

On  January  30,  1913,  100  Can  received  and  check  issued  for  $4,285.50:  sale 
being  under  date  of  January  31,  1913,  at  43. 

5/5/13.  100  Can,  at  321 $3,262.50      5/6/13.  100  Can,  at  33) $3,335.50 

5/6/13.  Check 73.00 


3,  885.  50 

6/23/13.  100  Steel,  at  51 5, 112.  50 

6/23/13.  Check 110.50 

5,  223.  00 


6/24/13.  100  Steel,  at  52| 0,  223. 00 


In  connection  with  the  above  transactions  I  have  examined  the  checks  and 
the  Indorsements  thereon.  In  each  case  the  check  for  the  profit  was  made  to 
the  order  of  Mr.  H.  H.  Flather  and  indorsed  by  him. 

Wesley  M.  Bennett. 

Subscribed  and  sworn  to  before  me  this  10th  day  of  May,  A.  D.  1915. 

[SEAL.]  F.  A.  COLFORD, 

Notary  Public 

The  following  letter  from  the  Comptroller  of  the  Currency  to  the  Secretary 
of  the  Treasury,  dated  June  9,  1914,  was  printed  as  Exhibit  "H"  to  the  affidavit 
and  answer  of  Hon.  William  G.  McAdoo,  Secretary  of  the  Treasury,  In  the  Riggs 
hank  injunction  suit : 
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COMPTROLLER  OF  THE  CURHENCY, 

Washington,  June  9, 19H. 

Oeab  Mb.  Secretary:  Referring  to  my  letter  of  the  14th  ultimo,  regarding 
tbe  status  of  the  Riggs  National  Bank  and  that  bank's  application. for  a  special 
deposit  of  District  funds,  I  now  beg  leave  to  hand  you  with  this  an  analysis 
showing  the  loans  made  by  all  the  national  banks  In  tbe  city  of  Washington  as  of 
March  4, 1914. 

Prom  this  statement  you  will  observe  that  of  the  loans  of  the  Biggs  National 
Bank  but  little  more  than  25  per  cent  are  made  on  commercial  paper,  while 
approximately  75  per  cent  of  their  loans  are  made  on  bonds  and  stocks. 

The  Commercial  National  Bank,  which  in  the  amount  of  money  loaned  ranks 
next  to  the  Riggs,  is  lending  only  37  per  cent  of  its  loans  on  bonds  and  stocks 
and  63  per  cent  on  commercial  paper,  etc. 

The  bank  ranking  next  in  the  amount  of  money  loaned  is  the  National  Bank 
of  Washington,  which  has  47  per  cent  of  its  loans  on  bonds  and  stocks  and  53 
per  cent  on  commercial  paper,  etc. 

The  examiner  advises  this  office  that  Mr.  Glover,  the  president  of  the  Riggs 
National  Bank,  has  for  some  years  past  kept  a  special  account  in  the  bank  to  cover 
his  operations  and  deals  in  real  estate,  from  which  he  has  been  collecting  com* 
missions  on  real  estate  loans  which  he  has  been  placing  for  depositors  of  the 
bank,  the  commissions  going  personally  to  Mr.  Glover.  This  department  is  not 
advised  as  to  whether  or  not  the  board  of  directors  were  all  informed  that 
Mr.  Glover  was  collecting  personally  these  commissions  at  the  same  time  that 
he  was  drawing  a  salary  of  $25,000  per  annum  from  the  bank. 

The  bank  examiner  informs  me  that  on  the  17th  of  April  the  real  estate 
account  heretofore  carried  in  Glover's  name  was  transferred  to  the  name  of 
W.  J.  and  H.  H.  Flather,  and  since  that  time  the'deals  and  operations  have  been 
conducted  in  their  name  and  the  commissions  collected  by  them  and  appropriated 
for  their  personal  benefit 

I  also  understand  that  President  Glover  and  Vice  President  Flather  are  both 
members  of  the  stock  exchange,  and  that  the  two  Flathers,  especially,  have  been 
and  are  conducting  a  brokerage  business,  charging  commissions  on  the  purchase 
and  sale  of  stocks.  It  appears  that  the  bonds  and  stocks  which  are  thus  bought 
and  sold,  and  the  customers  for  whom  the  bonds  and  stocks  are  being  purchased, 
are  being  carried  by  the  bank,  with  whom  the  Flathers  arrange  the  loans.  The 
two  Flathers  appear  as  borrowers  of  money  personally  from  the  Riggs  National 
Bank  to  the  extent  of  $127,300,  secured  by  divers  bonds  and  stocks,  and  nearly 
all  of  the  assets  of  the  bank  have  been  loaned  out  on  bond  and  stock  collateral, 
not  on  commercial  paper  and  not  for  the  promotion  of  the  commercial  interests 
of  the  city  and  the  advancement  of  its  industries  and  general  business. 

There  are,  however,  some  large  loans  in  the  bank  based  on  local  public-utility 
stocks,  such  as  gas  company,  street  railway  company,  etc.,  and  there  is  one  loan 
in  the  bank  for  about  $170,000,  which  has  been  there,  to  a  greater  or  less  extent, 
for  more  than  10  years  past,  which  was  made  to  a  former  Member  of  Congress, 
and  which  is  secured  largely  by  the  shares  of  a  street  railway  company.  The 
former  Congressman  to  whom  this  loan  is  made  was  at  one  time,  I  understand, 
a  member  of  the  District  Committee  of  the  House,  but  this  I  have  not  yet 
verified,  and  I  understand  that  a  consolidation  of  the  street  car  lines  took 
place  while  he  was  in  Congress. 

It  is  believed  that  such  operations  as  are  being  carried  on  by  Mr.  Glover 
and  the  vice  president  and  cashier  of  this  bank  are  directly  in  violation  of  the 
provisions  of  the  Federal  reserve  act. 

The  Riggs  National  Bank  has  been  subjected  to  frequent  criticisms  by  this 
department  for  the  past  10  years  for  various  Irregularities,  but  the  admonitions 
of  the  department  have  been  persistently  ignored,  the  bank  feeling,  apparently, 
secure  and  immune  from  drastic  action  on  the  part  of  the  powers  that  were. 

In  April,  19(H,  Comptroller  Ridgely  called  the  attention  of  the  bank  to  10 
loans,  aggregating  about  $2,000,000,  all  excessive.  At  the  same  time,  he  said 
to  them : 

"  You  are  again  reminded  that  the  stocks  of  other  corporations,  which  were 
acquired  as  investments,  should  be  disposed  of,  as  such  investments  can  not  be 
lawfully  made  by  a  national  bank. 

44  The  examiner  reports  46  loans,  aggregating  $134,402.65,  for  which  real  estate* 
notes  are  held  as  collateral.  Tou  are  again  reminded  that  It  is  unlawful  for 
a  national  bank  to  make  loans  of  this  character,  and  such  loans  should  be  dis- 
posed of  and  the  practice  of  making  them  discontinued. 
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"The  examiner  also  reports  the  purchase  and  sale  of  stocks,  bonds,  etc,  on 
commission.  As  heretofore  advised  It  is  ultra  vires  of  a  national  bank  to  en- 
gage in  this  business,  and  this  practice  should  also  be  discontinued." 

About  six  months  later  the  Comptroller  again  called  attention  to  eight  exces- 
sive loans  which  had  been  the  subject  of  criticism  at  the  previous  examination 
in  April,  aggregating  about  $2,000,000,  which  were  still  being  unlawfully  carried, 
and  in  repeating  the  instructions  which  had  been  given  in  April,  said : 

"  The  stock  purchased  as  an  investment  by  your  bank  *  hould  be  disposed  of, 
as  it  is  unlawful  for  a  national  bank  to  purchase  stock  of  other  corporations 
as  an  investment.  As  heretofore  advised,  the  bank  exceeds  its  corporate 
powers  in  the  purchase  and  sale  of  stocks,  bonds,  etc.,  on  commission.  This 
business  is  evidenced  by  the  character  of  cash  items  and  the  books  of  the  bank, 
which  show  commissions  on  sales  and  purchases  of  stocks  and  bonds,  as  well 
as  on  real  e  tate  loans  negotiated.  It  is  ultra  vires  of  a  national  bank  to 
traffic  in  stocks  and  bonds  by  buying  and  selling  such  securities  on  commis- 
sion. 

"  The  items  of  stock  purchased  on  account  of  customers,  and  Interest  due  on 
demand  loans,  now  carried  in  cash-items  account,  should  be  transferred  to  the 
proper  accounts  without  delay,  and  this  use  of  cash  items  r hould  be  discon- 
tinued. 

"  Loans  aggregating  $99,052.65  are  secured  by  real  estate  notes.  These  loans 
should  be  dispo  ed  of,  jib  it  is  unlawful  for  a  national  bank  to  make  loans  on 
or  to  discount  paper  secured  directly  or  indirectly  by  real  estate. 

"There  was  a  deficiency  of  $131,985  in  that  portion  of  the  lawful  money 
reerve  required  to  be  kept  on  hand.  In  this  connection  attention  is  called  to 
section  5191,  United  States  Revised  Statutes.'* 

The  bank  per-  istently  disregarded  the  instructions  of  the  comptroller,  and 
therefore,  in  May,  1905,  the  comptroller  wrote  as  follows:  "The  following 
loans  are  excessive  and  should  be  reduced  to  the  limit  prescribed  by  section 
5200,  United  States  Revised  Statutes,"  giving  a  list  of  8  or  10  loans,  aggre- 
gating about  $2,000,000,  which  the  bank  had  been  warned  againpt  in  April, 
1904.  In  this  letter  the  bank  was  again  admonished  as  to  Its  deficiency  in 
reserve,  and  the  deputy  comptroller  said: 

"  You  are  again  reminded  that  the  stocks  of  other  corporations  acquired  by 
the  bank  as  investments  >  hould  be  disposed  of,  as  such  investments  can  not 
be  lawfully  made  by  a  national  bank." 

It  was  again  warned  as  to  the  49  loans  secured  by  real  estate  notes,  car- 
ried improperly.  It  was  also  warned  as  to  lending  money  on  the  bank's  own 
.'  tock. 

Again,  in  December,  1905,  the  comptroller  wrote  as  follows:  "The  following 
loans  are  exce  sive  and  should  be  reduced  to  the  limit  prescribed  by  section 
5200,  United  States  Revised  Statutes."  Then  followed  a  list  of  the  same  loans 
complained  of  during  the  previous  three  examinations,  aggregating  about 
$2,000,000.    The  comptroller  said : 

"  With  two  exceptions,  these  accounts  were  all  exce-  sive  at  the  time  of  the 
preceding  examination.  You  were  then  required  to  reduce  them  to  the  legal 
limit.  They  remain  practically  the  same  as  before.  The  accommodation  ex- 
tended Geo.  T.  Dunlap  is  not  only  excessive,  but  is  out  of  proportion  to  the 
capital  of  your  bank.  They  should  all  be  reduced  to  the  lawful  limit  without 
unnecessary  delay. 

"  Effort  should  be  .continued  to  dispose  of  the  59  loans  which  are  secured 
by  real  estate  notes  held  as  collateral,  as  it  is  unlawful  for  a  national  bank 
to  make  loans  on  or  to  purchase  paper  secured  by  real  estate  in  any  form. 

"  It  is  noted  that  a  large  number  of  shares  of  various  corporations  are  still 
carried.  These  should  be  disposed  of  as  soon  as  possible,  as  it  is  unlawful  for 
a  national  bank  to  invest  In  the  shares  of  stock  of  other  corporations." 

On  Jung  6,  1906,  the  deputy  comptroller  again  wrote  the  bank,  calling  atten- 
tion to  the  exce*  Ive  loans  which  had  been  complained  of  more  than  two  years 
before  and  at  each  examination  since  that  time.    He  also  said : 

"The  stocks  of  the  Columbia  Title  Insurance  Co.,  Pennsylvania  Telegraph 
Co.,  People's  Insurance  Co.,  and  the  Real  Estate  Insurance  Co.,  heretofore 
carried  by  the  bank  in  bonds,  securities,  claims,  etc.,  appear  to  be  still  owned 
by  the  bank  in  the  form  of  collateral  for  a  loan  of  $11,089.88  to  one  of  the 
employees  of  the  bank.  The  transfer  of  these  securities  to  loans  and  discounts 
is  not  a  disposition  of  these  stocks.  They  should  be  restored  to  the  account  of 
bonds,  securities,  claims,  etc.,  and  be  so  carried  until  regularly  disposed  of. 
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44  Effort  to  dispose  of  the  loans  secured  by  real  estate  should  be  continued. 
In  this  connection  you  are  referred  to  office  letter  of  December  1,  1905." 

On  June  24,  1908,  Deputy  Kane  wrote  as  follows: 

"The  lawful  money  reserve  was  deficient  $94,640  on  the  day  the  examina- 
tion commenced,  but  is  reported  to  have  been  made  good  the  following  day. 
Tfre  lawful  reserve  should  be  maintained  at  all  times. 

"Fourteen  loans  are  reported  as  secured  by  real  estate  notes  as  collateral. 
You  are  again  reminded  that  the  loans  secured  by  real  estate  must  be  disponed 
of  and  the  practice  of  acquiring  such  assets  should  be  discontinued,  as  it  is  un- 
lawful for  a  national  bank  to  make  loans  on  or  discount  paper  secured  by  real 
estate  in  any  form." 

Comptroller  Murray  came  in  in  September,  1908,  and  for  the  next  several 
years,  under  his  admlnh  tration,  the  bank  appears  to  have  been  allowed  to  do 
largely  as  they  pleased,  and  few  or  no  letters  of  admonition  and  warning  were 
written. 

At  the  time  of  the  first  examination  under  the  present  administration  the 
bank  was  found  to  be  carrying  $24,278  of  cash  items,  representing  largely  bonds 
and  stocks  bought  for  customers.  The  bank  had  been  running  below  the  re- 
serve requirements  for  the  preceding  SO  days.  Vice  Presidents  Flather  and 
Alles  and  Cashier  Flather  were  borrowing  from  the  bank  something  in  ex- 
cess of  $200,000,  and  President  Glover  was  borrowing  $54,000.  The  total  loans 
to  directors  aggregated  about  $600,000. 

At  the  time  of  the  October,  1913,  examination  the  bank  was  carrying  irregular 
items  as  cash  items.  $55,572,  which  it  claimed  were  represented  by  stock  pur- 
chased for  customers  and  carried  in  cash  Instead  of  being  charged  to  their 
T>ersonal  accounts.  The  bank  had  at  that  time  $23,344  of  overdrafts,  includ- 
ing $6,652  to  Mrs.  C.  C.  Glover.  The  bank's  reserve  on  the  date  of  this  ex- 
amination was  deficient. 

The  report  of  the  national-bank  examiner  made  in  May,  1914,  shows  a  great 
improvement  in  the  matter  of  the  irregular  practices  previously  complained 
of.  Its  funds,  however,  were  still  being  loaned  on  bond  and  stock  collateral, 
rather  than  on  commercial  paper,  and  the  bank  had  more  than  its  reserve  on 
hand.  There  was  also  an  improvement  in  the  matter  of  overdrafts. 
Sincerely,  yours, 

J.  S.  Williams. 

In  the  Supreme  Covet  ok  the  District  of  Columbia. 

Equity  No.  33360. 

The  Rigos  National  Bank,  of  Washington,  D.  C,  v.  John  Skelton  Williams, 
Comptroller  of  the  Currency  ;  Willtam  Girds  McAdoo,  Secretary  of  the 
Treasury;  John  Burke,  Treasurer  of  the  United  States. 

Affidavit  of  W'esley  M.  Bennett: 

District  of  Columbia,  88: 

Wesley  M.  Bennett,  being  sworn,  says:  I  reside  In  Pittsburgh,  in  the  State 
of  Pennsylvania,  and  am  an  expert  bank  accountant  connected  with  the  De- 
partment of  Justice. 

Hereto  attached  are — 

(1)  Transcript  of  the  account  between  H.  H.  Flather  and  Lewis  Johnson  & 
Co.  from  1909  to  1914,  as  it  appears  upon  the  books  of  Lewis  Johnson  &  Co., 
except  that  the  names  of  the  stocks  that  are  written  out  in  full  on  the  books 
of  Lewis  Johnson  &  Co.  are  abbreviated  in  this  transcript. 

(2)  A  like  transcript  of  the  account  between  William  J.  Flather  and  Lewis 
Johnson  &  Co.,  covering  the  same  period. 

(3)  A  like  transcript  of  the  account  between  the  Kiggs  National  Bank  and 
F-ewis  Johnson  &,  Co..  except  that  there  was  not  time  to  complete  the  full  ac- 
count for  the  years  1910  and  1911.  The  1911  account  contains  the  debit  side 
complete,  but  the  credit  side  only  partly  complete  up  to  April  7,  1911.  The 
1910  account  could  not  be  obtained  in  time. 

I  have  had  time  only  thus  far  to  analyze  part  of  the  accounts  of  the  Biggs 
National  Bank  and  I  refer  to  the  following  transactions  appearing  upon  the 
face  of  that  account.  The  short  sales  among  the  12  transactions  are  so 
designated  in  the  analysis. 
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SHORT   BALE. 


1/29/12.  200  U.  P.,  at  166...  83,225.00 
1/29/12.  200  U.  P.,  at  166..  88, 026. 00 
1/27/12.    Check    , 742.00 

66,992.00 


1/18/12,  200  U.  P.,  at  167..  88, 871. 00 
1/22/12.  100  U.  P..  at  1671.  16,735.60 
1/22/12.  100  U.  P.,  at  100..  16.885.60 

66,992.00 

On  February  1,  19J2,  100  Union  Pacific  bought  at  162,  $16,212,250,  covered  by 
deposit ;  stock  not  delivered,  but  sold  on  February  6,  1912,  at  l<S2f ,  $16,260.50, 
check  being  Issued  therefor. 

SHORT  SALB. 


2/12/12.  100  U.  P.,  at  162f 16. 287.  50 

2/10/12.  Check 98.00 

16.  385.  50 

2/16/12.  100  U.  P.,  at  164| 16,  462.  50 

2/14/12.  Check 210.50 


2/8/12.  100  U.  P.,  at  164 16, 865. 50 


2/15/12.  100  U.  P.,  at  1651 16. 498. 00 

2/14/12.  Div.  100  U.  P 175.00 

16,678.00 


16,  678.  00 

SHORT  SALB. 

2/19/12.  100  U.  P.,  at  164f 16,  487.  50   2/16/12.  100  U.  P.,  at  1651 16.  510.  50 

2/16/12.  Check 28.00 

16, 510. 50 

On  February  19, 1912, 100  Union  Pacific  bought  at  164,  $16,412.50,  covered  by 
deposit ;  stock  not  delivered,  but  sold  on  February  20,  1912,  for  $13,448,  check 
being  issued  therefor. 


1/15/12.  Dhr.   100  W.  U 75.00 

8/5  /12.  100  U.  P.,  at  1641 16,  475.  00 

8/6  /12.  100  8teel,  at  63| 6,875.00 

8/7  /12.  Check 131.  60 

8/7  /12.  100  N.  P.,  at  1181 H.  875. 00 

84,  981.  50 


3/6/12.  100  U.  P..  at  1661 16, 810.  50 

8/6/12.  100  N.  P.,  at  1191 11,910.50 

8/6/12.  100  Steel,  at  641 6,410.50 


84,981.50 


On  March  18,  1912,  100  Northern  Pacific  sold  at  121,  $12,085.50 ;  check  issued 
therefor  under  date  of  March  15,  1915. 

4/8/12.  100  Can,  at  251 2,  587.  50      4/8/12.  100  Can,  at  261 2, 660. 50 

4/6/12.  Check ,. 78.  00 

2,  660.  50 

On  April  8,  1912,  100  Can  bought  at  26|,  $2,650,  covered  by  deposit    Stock 
delivered  April  13,  1912. 

4/24/12.  200  L.  V..  at  1661 16,  625.  00      4/25/12.  200  L.  V.,  at  1671 16,  735.  50 

4/24/12.  Check 110.  50 

16,  785.  50 

SHORT  SALE. 


8/21/12.  100  Cen.  Lea.,  at  291-  2,  962.  50 
8/21/12.  Check 23.  00 


8/18/12.  100  Cen.  Leath.,  at  80.  2, 985.  50 


2,  985.  50 

On  September  9,  1912,  100  Central  Leather  sold  at  30,  $2,985.50;  settled  by 


check, 

1/30/13.  100  Can,  at  894 8.987.50 

1/29/13.  Check 73.  00 


1/80/13.  100  Can,  at  40| 4.010.50 


4,  010.  50 

On  January  29, 1913,  200  Can  received,  check  Issued  for  $7,883.50;  sales  being 
made  on  January  30, 1913,  of  100  shares  each  at  39*  and  39f ,  total  $7,883.50. 

SHORT  SALE. 

2/3/13.  100  Can,  at  42 4,212.50   1/81/18.  100  Can,  at  42| 4.260.50 

2/1/13.  Check 48.00 

4.  260.  50 

On  January  30,  1913,  100  Can  received  and  check  Issued  for  $4,285.50,  sale 
being  under  date  of  January  31,  1913,  at  43. 
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5/6/13.  100  Can,  at  83ft 8,  886.  60 


5/6/13.  100  Can,  at  82ft 8, 262.  50 

5/6/18.  Check 78.00 


8,  885.  50 


6/23/18.  100  Steel,  at  51 5, 112.  50 

6/23/13.  Check 110.50 

5,  228.  00 


6/24/13.  100  Steel,  at  52| 5,  228.  06 


In  connection  with  the  above  transactions  I  have  examined  the  checks  and 
the  Indorsements  thereon.  In  each  case  the  check  for  the  profit  was  made  to- 
the  order  of  Mr.  H.  H.  Flather  and  Indorsed  by  him. 

Wesley  M.  Bennett. 

Subscribed  and  sworn  to  before  me  this  10th  day  of  May,  A.  D.  1915. 

[SKAL.]  F.  A.  COLFOBD, 

Notary  Public. 

Tbeasuby  Department, 

Washington,  August  1,  1919. 
Hon.  Geoboe  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United  States  Senate,  Washington,  D.  C. 

Deae  Sib:  In  my  letter  to  you  of  the  29th  ultimo  I  submitted,  in  reply  to  an 
Inquiry  from  you,  figures  which  show  that  from  June,  1904,  to  June,  1914,  the 
percentage  of  increase  in  the  resources  of  the  Rlggs  National  Bank  had 
amounted  to  only  about  one-fourth  of  the  percentage  of  increase  which  had 
taken  place  in  the  same  period  in  all  the  other  national  banks  throughout  the 

country. 

In  the  same  letter  I  pointed  out  that  the  Riggs  National  Bank  had  been 

required  in  1914  by  the  comptroller's  office  to  desist  from  their  irregular  and 
unlawful  operations,  and  that  after  the  officers  of  the  bank  had  been  required 
to  confine  their  time  and  attention  more  closely  to  the  legitimate  business  of  a 
national  bank,  the  resources  of  the  Riggs  National  Bank  had  in  the  five-year 
period  from  June,  1914,  to  May,  1919,  increased  83.29  per  cent,  against  an 
Increase  in  the  resources  of  all  the  national  banks  in  the  country  of  81.37 
per  cent 

I  understand  that  the  question  has  also  been  raised  as  to  whether  or  not 
the  Increase  in  resources  of  18.64  per  cent  shown  by  the  Rlggs  National  Bank 
between  June,  1904,  and  June,  1914,  was  out  of  line  with  the  Increase  shown 
by  all  the  other  banks  in  the  District  of  Columbia  for  that  same  period. 

In  reply  to  that  suggestion,  I  have  the  honor  to  advise  you  that  the  records 
give  the  following  figures : 

Against  an  increase  in  total  resources  from  June,  1904,  to  June,  1914,  of  the 
Riggs  National  Bank  of  18.64  per  cent,  we  find  that  the  total  resources  of  all 
other  banks  in  the  District  of  Columbia  for  that  same  period  increased  114.07 
per  cent,  which  means  that  the  percentage  of  Increase  in  resources  from  1904 
.  to  1914  of  all  the  other  banks  in  the  District  of  Columbia  was  more  than  six 
times  as  great  as  the  percentage  of  Increase  shown  by  the  Riggs  Bank  during 
that  period. 

It  is  true  that  the  Rlggs  National  Bank  made  large  earnings  in  those  years; 
but  those  big  earnings  are  traceable  very  largely  or  mainly  to  the  favoritism 
which  the  bank  enjoyed  from  the  Treasury  Department  In  various  ways.  The 
records  show  clearly  that  a  large  part  of  the  dividends  paid  by  the  Riggs  Bank 
on  its  capital  stock  from  1904  to  1914  was  directly  due  to  the  large  profits 
which  the  bank  derived  from  the  "  grossly  abnormal "  proportion  of  Govern- 
ment funds  placed  with  it  without  interest  during  those  years  through 
favoritism  or  the  exercise  of  special  influence. 

In  this  connection  I  invite  your  attention  to  a  paragraph  in  Secretary 
McAdoo's  affidavit  in  the  Riggs  equity  case,  In  which  he  said  (p.  540  of  February 
hearings  before  the  committee)  : 

"  The  total  deposits  of  the  plaintiff  bank,  exclusive  of  Government  funds,  on 
April  9,  1903.  were  approximately  $7,381,912.20.  The  proportion  of  Government 
funds  to  total' deposits  and  to  the  then  capital  and  surplus  of  the  bank  ($900,000) 
was  grossly  abnormal  and  unprecedented.     *     •     • 

•'  During  that  time  there  were  11  national  banks  in  the  city  of  Washington, 
and  the  deposits  of  the  plaintiff  bank  averaged  not  exceeding  39  per  cent  of 
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the  total  average  deposits  of  said  national  banks.  The  total  deposits  of  Govern- 
ment  funds  in  all  of  the  remaining  national  banks  of  Washington  during  said 
period  averaged  approximately  $278,874. .  The  average  balance  of  Government 
funds  on  deposit  with  the  plaintiff  bank  from  the  time  the  said  Alles  became 
connected  with  the  bank  In  April,  1903,  until  March,  1907,  was  $2,018,957." 

The  whole  record,  Mr.  Chairman,  presents  a  complete  and  overwhelming 
refutation  of  Mr.  Hogan's  reckless  but  deliberate  and  brazen  denial  made  in 
his  testimony  before  your  committee  on  the  9th  ultimo  (p.  99).  At  that  time. 
In  response  to  Senator  Frellnghuysen's  question,  "  Is  there  anything  in  the 
record  which  shows  undue  favoritism  by  previous  administrations  to  the  Riggs 
Bank  or  any  other  bank?"  Mr.  Hogan,  unblushingiy,  and  with  the  same  disre- 
gard for  the  truth  which  had  characterized  his  preparation  of  the  affidavit 
which  resulted  In  the  indictment  for  perjury  of  three  of  the  Riggs*  officers, 
answered,  "  There  is  not." 

I  respectfully  ask  that  this  complete  letter  be  printed  in  the  record  of  these 
hearings  as  supplementary  to  my  letter  to  you  of  July  29,  1919. 
Yours,  very  truly, 

J  no.  Sk  elton  Williams, 

Comptroller. 

Treasury  Department, 

Washington,  August  8.  1919, 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee. 

United  States  Senate,  Washington,  D.  C. 

Dear  Sir  :  In  my  letter  to  you  of  the  29th  ultimo,  I  gave  you  a  list  of  five  of 
the  so-called  "  Cooper "  banks  which  have  already  become  defunct.  In  that 
list  was  included. the  Waycross  Savings  &  Trust  Co.,  which  I  had  been  advised 
by  a  bank  examiner  was  in  receiver's  hands.  The  examiner  now  tells  me 
that,  although  that  bank  became  "utterly  and  notoriously  insolvent,"  as  stated 
under  oath  by  N.  P.  Jenrette.  close  associate  and  kinsman  of  Wade  Cooper  and 
L.  J.  Cooper  (p.  223,  present  hearings),  and  although  the  bank  Is  closed  and 
application  made  for  receiver,  the  examiner  is  not  advised  whether  or  not  a 
receiver  has  yet  been  actually  appointed. 

As  illustrative  of  the  deceptive  methods  of  that  particular  Cooper  bank,  the 
Waycross  Savings  &  Trust  Co.,  I  Invite  your  attention  to  a  letter,  copy  of 
which  I  have  in  my  possession,  addressed  before  the  company  failed  by  the  secre- 
tary of  that  company  to  N.  P.  Jenrette,  maker  of  the  affidavit  above  referred  to, 
in  which  the  secretary  said: 

"  We  had  a  State  bank  examiner  here  last  week,  but  I  made  that  one  believe 
we  were  not  subject.  If  one  who  '  knows  his  business '  comes  along,  I  can  not 
do  it,  and  we  will  check  up  short  the  amount  of  that  Townsend  paper  unless 
we  have  something  else  in  its  place.  *  *  *  To  have  been  on  the  safe  side, 
I  should  have  let  Mr.  Cooper  do  the  canceling  and  take  the  responsibility,  but 
relying  on  your  promise  I  did  not  'play  safe  *  and  now  I  am  left  to  be  blamed 
if  any  shortage  is  shown  on  account  of  it    What  will  you  do  about  it?  " 

Other  documents  in  my  possession  furnish  complete  proof  of  the  crookedness 
and  utter  unreliability  of  the  Cooper  clique  and  fully  corroborate  my  state- 
ment heretofore  made  to  your  committee  that  such  men  are  not  fit  to  have 
charge  of  the  operations  of  any  bank. 

I  ask  that  this  letter  be  printed  in  the  record. 
Respectfully, 

Jno.  Skelton  Williams, 

Comptroller. 

i  etter  from  john  skelton  williams,  comptroller  of  the  currency,  to  the 
Ranking  anii  Currency  Committee  of  the  United  States  Senate. 

refuting  false  statements  made  before  that  committee  by  the  former 
attorney  for  the  riggs  bank,  who  was  also  personal  counsel  for  that 
bank's  former  cashier,  who  resigned  upon  exposure  of  his  fraudulent 

transactions. 

"  It  seems  to  me,  on  the  record  that  is  made  here  before  me  now,  that  the 
Government  officials  would  have  been  remiss  if  they  had  consented  to  permit 
the  (Riggs)  bank  to  act  as  agent  for  a  new  applicant  bank,  because    *     *     * 
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there  Is  evidence  here  of  persistent  violations  of  the  law,  and  that  they  began 
not  with  Mr.  Williams's  incumbency  of  the  office,  *  •  *  but  they  began 
before  he  came  there,  and  there  is  evidence  that  they  are  continuing  until  this 
<lay."  (May,  1915.)  (Decision  of  Supreme  Court,  District  of  Columbia,  in 
Riegs  suit.) 

**  *  *  •  1  do  not  see  how  anybody  can  fail  reasonably  to  reach  that  con- 
clusion" (that  if  there  was  a  manifestation  of  malice,  It  was  on  the  part  of 
the  Rlggs  Bank)  "  and  that  if  there  was  bad  blood — I  do  not  know  as  to  that — 
if  there  is  anything  between  the  parties,  there  is  nothing  here  to  show  that  the 
two  defendants"  (the  Secretary  of  the  Treasury  and  the  Comptroller  of 
Currency)  "were  the  aggressors  in  the  matter."  (Decision  Supreme  Court, 
IMstrlct  of  Columbia,  in  Riggs  suit.) 

#*  The  affidavits  submitted  by  the  defendants  on  the  motion  for  preliminary 
relief  completely  met  and  overcame  the  charges  of  malice  and  bad  faith  on 
the  part  of  the  Secretary  of  the  Treasury  and  the  Comptroller  of  the  Currency ; 
*     *     *     ."     (Decision  Supreme  Court,  District  of  Columbia,  in  Riggs  suit.) 

**  The  court  sustains  the  right  of  the  comptroller  to  have  the  reports  and 
information  called  for;  and  the  right  to  Impose  fines  in  accordance  with  the 
provisions  of  the  statute,  if  the  bank  shall  refuse  them."  (Letter  to  the  comp- 
troller from  Riggs  National  Bank,  June  21,  1916,  signed  by  its  officers  and  11 
•11  rectors.) 

Treasury  Department, 
Office  of  Comptroller  of  the  Currency, 

Washington,  August  12,  1919. 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United  States  Senate. 

Dear  Sir  :  I  am  anxious  to  impress  on  your  mind  and  on  the  committee  the 
unmistakable  fact  that  the  Riggs  National  Bank  had  been  under  censure  and 
criticism  by  the  Treasury  Department  for  17  years  before  I  entered  the  Govern- 
ment service.  Much  of  the  time  of  your  committee  was  taken  up  listening  to 
efforts  to  put  me  in  the  position  of  a  bitter  enemy  persecuting  an  Inoffensive 
and  law-abiding  Institution.  The  truth  is,  the  bank  had  violated  the  laws  and 
regulations  and  the  principles  of  safe  banking  persistently  and  defiantly,  and 
was  brought  to  order  at  last,  after  a  very  strenuous  and,  I  regret  to  say,  noisy 
battle.  It  was  simply  my  fate  to  be  in  office  when  the  offenses  became  in- 
tolerable and  hope  of  reformation,  except  under  pressure,  had  disappeared. 

To  submit  full  proof  of  this  I  take  advantage  of  the  permission  you  gave  me 
at  the  hearing  before  your  committee  on  July  29,  1919,  to  insert  in  the  record 
a  portion  of  the  correspondence  between  the  Treasury  Department  and  the 
Higgs  National  Bank,  which,  though  not  filed  in  the  case,  had  been  originally 
printed  in  Volume  III,  Miscellaneous  Correspondence,  as  an  appendix  to  the 
brief  of  the  Secretary  of  the  Treasuryt  Comptroller  of  the  Currency,  and  the 
Treasurer  of  the  United  States  in  the  Riggs  equity  case. 

Mr.  Hogan,  former  attorney  for  the  Riggs  Bank,  in  his  testimony  before  your 
committee,  indicated  that  the  comptroller's  office  would  deprecate  publication 
of  the  entire  correspondence  with  the  Riggs  National  Bank.  His  insinuation 
or  statement  to  that  effect  is  untrue  and  was,  I  believe,  deliberately  intended 
to  mislead  or  prejudice  your  committee.  The  truth  is  it  is  Mr.  Hogan,  or  his 
former  client,  the  Riggs  Bank,  who  now  objects  to  having  the  daylight  thrown 
upon  that  correspondence,  not  the  comptroller.  I  refer  you  to  page  150  of  the 
printed  hearings: 

attorney  hogan  objects  to  making  public  the  bank's  correspondence  with 

comptroller. 

"  The  Chairman.  That  volume  of  letters  will  be  left  with  the  committee,  Mr. 
Hogan? 

"  Mr.  Hogan.  Yes,  sir.  I  do  not  think  that  volume  of  letters,  however,  should 
be  published,  because,  as  I  say,  name  after  name  of  persons  having  no  connec- 
tion with  this  are  in  it." 

I  venture  to  suggest  that  It  was  not  the  names  of  "  persons  having  no  con- 
nection with  this  "  that  prompted  Mr.  Hogan's  eagerness  to  prevent  that  corre- 
spondence from  being  printed,  for  names  which  should  not  be  given  could  easily 
be  deleted.     It  was  more  probably  his  desire  to  keep  from  the  public  llluminat- 
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ing  facts  regarding  the  unlawful  and  discreditable  practices  of  the  hank  and 
its  officers,  Including  the  fraudulent  operations  of  Mr.  EL  H.  Flather,  formerly 
cashier  of  the  bank,  who,  acting  under  Mr.  Hogan's  advice  or  Instructions, 
persistently  refused  to  answer  questions  addressed  to  him  by  a  national-bank 
examiner  for  fear  of  incriminating  himself  further. 

BANK   OFFICER  REFUSES   TO  GIVE  INFORMATION    ON   GROUND  THAT  TO  DO  SO   WOULD 

INCRIMINATE  HIM. 

On  this  point  I  ask  your  attention  to  the  language  of  Justice  McCoy,  who, 
in  his  decision,  printed  on  page  374  of  these  hearings,  says : 

"  The  bank  can  not  excuse  the  failure  to  give  a  report  simply  because  any  of 
its  officers  required  to  furnish  It  raise  the  question  of  self-incrimination.** 

Continuing,  the  decision  further  declares: 

"The  plaintiff  can  not  object  to  giving  the  information  demanded  of  it  by 
the  comptroller  nor  urge  any  constitutional  ground  as  a  basis  for  refusing,  hav- 
ing accepted  its  charter  under  a  statute  giving  the  right  to  call  for  such  reports," 

On  May  28,  1915,  National  Bank  Examiners  Sberrlll  Smith  and  James  Trim- 
ble were  examining  the  officers  of  the  Riggs  National  Bank  in  regard  to  certain 
Irregular  stock  transactions  between  the  Riggs  National  Bank,  H.  H.  Flather. 
and  Lewis  Johnson  &  Co. 

I  ask  your  attention  to  the  following  excerpts  from  the  stenographic  report 
of  that  examination  showing  how  Mr.  H.  H.  Flather,  acting  under  the  advice 
of  his  personal  counsel,  Mr.  F.  J.  Hogan,  had  refused  to  answer  the  examiner's 
questions  on  the  ground  that  if  he  should  do  so  he  might  incriminate  himself: 

"Examiner  Smith.  You  usually  handled  these  transactions,  didn't  you,  Mr. 
H.  H.  Flather,  with  Lewis  Johnson  &  Co.? 

"Mr.  H.  H.  Flather.  Well,  do  you  mean  by  giving  the  orders  to  receiv- 
ing  

44 Examiner  Smith  (interrupting).  Yes;  giving  the  orders  and  receiving  the 
checks  or  the  notices. 

44  Mr.  H.  II.  Flather.  I  gave  a  'good  many  of  the  orders. 

44  Examiner  Smith.  For  instance,  I  have  a  memorandum  here  of  one  item  on 
February  8,  1913,  which  seems  to  be  the  sale  of  200  shares  of  Southern  Pacific 
and  the  buying  in  of  the  same  amount,  with  a  check  on  February  8  to  the 
order  of  the  Riggs  National  Bank  for  $258.50.  What  would  be  the  ultimate 
destination  of  that  check? 

"  Mr.  Hogan.  We  would  have  to  look  that  up. 

44  Mr.  H.  H.  Flather,  I  would  have  to  see  the  check. 

44  Mr.  Hogan.  He  would  have  to  look  that  up.  He  could  not  remember  one 
transaction  two  years. 

******  * 

44  Examiner  Smith  (interrupting).  I  would  rather  have  Mr.  Flather  an- 
swer it 

44  Mr.  Hogan.  I  can  not  have  him  answer  that,  and  I  will  tell  you  why,  and 
give  my  reasons.  In  view  of  the  direct  charges  made  in  this  case  of  the  Riggs 
National  Bank  versus  Williams  el  al.  by  Mr.  Untermeyer,  Mr.  Flather  has  looked 
these  things  up  and  given  them  to  me  as  his  counsel.  They  are,  of  course,  privi- 
leged communications  between  myself  and  Mr.  Flather.  I  will  prefer  to  have 
Mr.  Flather  stand  upon  his  rights  with  respect  to  the  information  that  he  gave 
his  counsel. 

44  Examiner  Smith.  His  counsel  could  retain  that  information  as  privileged, 
but  I  do  not  see  that  Mr.  Flather  can  retain  It  as  privileged  from  me,  and  I  am 
not  asking  him  for  the  information  which  he  gave  you. 

MR.  HOGAN  TELLS  MR.  FLATHER  NOT  TO  DIVULGE  INCRIMINATING  INFORMATION. 

44  Mr.  Hogan.  I  shall  direct  Mr.  Flather  that  all  the  inforu-ution  he  has  gained 
in  the  way  of  tracing  this  information  up  and  tracing  It  down  is  privileged,  and 
I  shall  direct  him  not  to  divulge  It. 

44  Examiner  Smith.  Just  to  make  that  absolutely  of  record  I  am  going  to  ask 
Mr.  Flather  to  put  himself  under  oath,  or,  rather,  to  put  Mr.  Flather  under 
oath,  and  ask  him  the  direct  questions  about  these. 

"  Mr.  Hogan.  As  a  bank  examiner  you  have  a  right  to  put  Mr.  Flather  under 
oath.    As  Mr.  Flather's  attorney  I  shall  advise  him  not  to  answer. 

44  Examiner  Smith.  Certai.jly.  Mr.  Flather,  do  you  solemnly  swear  that  the 
answers  which  you  make  to  questions  propounded  to  you  in  the  examination  of 
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the  affairs  shall  be  the  truth,  the  whole  truth  and  nothing  but  the  truth,  so 
help  you  God? 

"Mr.  Flathkb.  I  beg  your  pardon.    You  said  'Examination  of  the  affairs' 

<>f  what? 

"  Examiner  Smith.  Of  the  Riggs  National  Bank. 

44  Mr.  H.  H.  Flather.  I  do. 

"  Examiner  Smith.  Mr.  Flather,  are  you  cashier  of  the  Kiggs  National  Bank? 

44  Mr.  H.  H.  Flatheb.  I  am. 

"  Examiner  Smith.  And  have  been  during  the  years — well,  for  how  long? 

*•  Mr.  H.  H.  Flather.  Since  January,  1907. 

44  Examiner  Smith.  Since  January,  1907  V 

•'  Mr.  H.  H.  Flatheb.  Yes. 

44  Examiner  Smith.  In  the  Account  kept  by  Lewis  Johnson  &  Co.  with  the 
Riggs  National  Bank,  under  date  of  February  4,  1913.  is  shown  the  following 
transaction:  200  shares  of  Southern  Pacific  sold  at  the  aggregate  amount  of 
$21,221,  and  on  February  5*  100  shares  bought,  and  on  February  10,  100  shares 
bought,  leaving  $258.50,  which  was  paid  to  the  Riggs  National  Bank  by  a 
check  of  Lewis  Johnson  &  Co.  on  February  8.  Have  you  had  a  transcript  at 
your  disposal  of  Lewis  Johnson  &  Co.'s  account? 

44  Mr.  Hooan.  You  cnn  answer  that. 

"  Mr.  H.  H.  Flatheb.  Yes. 

44  Examiner  Smith.  Have  you  looked  up  the  details  of  this  transaction  ? 

"  Mr.  Hooan.  Of  that  transaction  there  [indicating]  ? 

44  Examiner  Smith.  Yes. 

4*  Mr.  Hooan.  Do  you  have  any  recollection  of  that  transaction? 

M  Mr.  H.  H.  Flather.  I  have  not  a  recollection  of  it  just  now. 

44  Examiner  Smith.  Did  you  or  did  you  not  look  up  this  transaction? 

••  Mr.  H.  H.  Flather.  In  the  affidavit? 

"  Mr.  Hooan.  In  the  Bennett  affidavit? 

44  Examiner  Smith.  I  do  not  think  it  is  in  the  Bennett  affidavit. 

44  Mr.  Hooan.  That  is  the  only  one  you  looked  up? 

"  Mr.  H.  H.  Flatheb.  That  is  the  only  one  I  looked  up. 

M  Mr.  Hooan.  Then  you  can  answer. 

"  Examiner  Smith.  You  have  not  looked  this  transaction  up? 

44  Mr.  Hooan.  If  it  is  not  in  the  Bennett  affidavit 

44  Examiner  Smith.  No  ;  it  is  not. 

MB,    HOGAN'S   POOR    MEMORY. 

44Mr.  Hogan.  Then  he  has  not.  You  see,  we  cannot  carry  the  dates  in  our 
minds. 

M  Examiner  Smith.  I  thought  he  might  have  a  record  of  what  he  did  look 
up  and  he  could  tell  by  looking  at  that. 

44  Mr.  Hogan.  He  can  say  about  the  Bennett  transaction. 

"Examiner  Smith.  Then  you  have  simply  looked  up  the  transactions  that 
were  in  the  Bennett  affidavit? 

44  Mr.  H.  H.  Flather.  I  looked  those  up. 

Examiner  Smith.  Referring  to  the  Bennett  affidavit,  Mr.  Flather 

Mr.  Hogan  (interrupting).  Pardon  me,  Mr.  Smith.     [Addressing  Mr.  H.  H. 
Flather).    Have  you  a  copy,  or  will  you  get  it? 

(Mr.  H,  H.  Flather  left  the  room  for  a  moment,  and  upon  returning  handed 
Mr.  Hogan  a  copy  of  the  Bennett  affidavit.) 

44  Mr.  Hogan.  Mr.  Smith,  I  shall  decline  to  allow  Mr.  Flather  to  answer  any 
questions  pertaining  to  the  Bennett  affidavit,  or  any  of  the  items  therein  con- 
tained. I  take  the  position,  as  one  of  the  counsel  for  this  bank  and  as  Mr. 
Flather's  personal  counsel,  that  they  have  no  relation  to  the  condition  of  this 
hank,  as  that  term  Is  used  in  section  5240  of  the  Revised  Statutes  of  tho  United 
States;  and  I  will  have  to  be  absolutely  convinced,  first,  that  this  is  an  't tempt 
to  examine  into  the  condition  of  this  bank  for  the  purpose  of  ascertaii  i^r  its 
condition,  and,  second,  I  will  have  to  have  assurance  from  proper  authority  of 
the  United  States  Government  that  any  Information  Mr.  Flather  gives  with 
respect  to  that  would  be  given  with  full  Immunity  that  it  would  never  be  used 
In  any  sort  of  proceedings  in  any  court  hereafter.  Until  that  assurance  Is 
given  by  the  authorities  having  the  right  to  give  it,  Mr.  Flather  will  not  answer 
any  questions  about  the  Bennett  affidavit. 

"Examiner  Smith.  Then  he  declines  to  answer  on  the  ground  he  might 
incriminate  himself? 

44  Mr.  Hogan.  You  heard  what  I  said,  and  I  have  nothing  to  add  to  that.*' 
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I  have  heretofore,  as  a  matter  of  fact,  already  read  into  the  record  a  large 
part  of  my  correspondence  with  the  Riggs  Bank,  and  I  should  be  pleased  to 
have  the  entire  correspondence  printed — for  study  of  it  will  furnish  further 
convincing  evidence  of  the  correctness  of  the  statements  and  representations 
made  by  me  before  your  committee,  and  will  show  clearly  that  the  charges, 
criticisms,  and  complaints  made  by  this  office  against  the  Riggs  National  Bank 
were  abundantly  well  founded.  The  bank's  abuses  and  violations  of  law  con- 
tinued through  a  long  period  of  years  unabated  until  it  was  finally  compelled, 
as  a  result  of  the  efforts  of  this  bureau,  to  desist  from  the  unlawful  and 
dangerous  practices  and  operations  which  it  bad  been  carrying  on  unrestrained 
during  practically  its  entire  life. 

UNLAWFUL  AND  IRREGULAR  ACTS  CONTINUOUSLY  CRITICIZED  FOR  17  YEARS  PRIOR  TO 

TERM  OF  PRESENT  COMPTROLLER. 

The  attached  volume  of  correspondence  covers  the  period  prior  to  my  tenure 
of  the  office  of  Comptroller  of  the  Currency,  and  includes  88  letters  of  criticism 
addressed  to  the  bank  by  comptrollers  or  acting  comptrollers  between  August 
20,  1886,  and  November,  1913,  and  36  communications  from  the  Riggs  National 
Bank  to  the  comptroller  in  the  same  period. 

The  irregularities,  violations  of  law,  and  other  subjects  of  criticism  shown 
in  this  correspondence  include : 

1.  Excessive  loans. 

2.  Irregular  and  "  sloppy  "  methods  of  bookkeeping. 

3.  Unlawful  investments  in  stocks. 

4.  Unlawful  brokerage  operations  in  bonds  and  stocks. 

5.  Unlawful  real  estate  loans. 

6.  Deficiency  in  lawful  money  reserves. 

7.  Shortage  in  average  reserve  for  30  days  preceding  nearly  every  examina- 
tion of  the  bank. 

8.  Excessive  borrowings  by  the  Riggs  Bank. 

9.  Irregular  bond  and  stock  purchases  carried  as  M  cash." 

10.  Overdrafts  irregularly  carried. 

11.  Omission  to  hold  meetings  of  directors. 

12.  Failure  to  charge  off  bad  debts. 

13.  Unpaid  interest  items  Improperly  carried  as  "  cash." 

14.  Loans  unlawfully  made  on  bank's  own  stock. 

15.  Improper  use,  of  "  dummy  "  or  concealed  loans,  etc.,  etc. 

BANK'S   OFFICERS   MAKE  FALSE   STATEMENTS   TO   COMPTROLLER   ORALLY    AND  IN 

WRITING. 

The  record  also  shows  various  false  statements  made  by  officers  of  the  bank — 
sometimes  in  writing  under  oath  and  sometimes  orally — to  the  examiners,  obvi- 
ously for  the  purpose  of  misleading  and  deceiving  the  department  and  to  cover 
up  unlawful  or  irregular  operations. 

The  absence  from  the  correspondence  of  letters  of  criticism  from  the  comp- 
troller's office  to  the  Riggs  National  Bank  in  1909, 1910, 1911,  and  1912  is  due  to 
the  custom  observed  by  my  predecessor.  Comptroller  Murray,  of  having  criticisms 
of  national  banks  made  mainly  by  the  examiner's  direct  to  the  bank's  board 
of  directors  rather  than  by  letters  from  the  comptroller's  office  addressed  to 
the  bank  and  supplementary  to  the  examiner's  direct  criticism  to  the  board. 
It  may  be  assumed  confidently  that  various  matters  of  criticism  embraced  in 
the  examiner's  reports  to  this  office  during  that  period  were  brought  directly 
by  the  examiner  to  the  board  of  directors  or  the  bank's  officers,  even  though 
the  bank's  unlawful  practices  were  allowed  to  continue.  To  sustain  this  as- 
sumption I  submit,  for  printing  with  the  38  letters  of  criticism  above  referred 
to,  excerpts  from  the  reports  of  examiners  from  1908  to  1913,  both  inclusive, 
and  notations  of  matters  subject  to  criticism  at  the  time  of  those  examina- 
tions. 

PRESIDENT   GLOVER   SQUARELY   CONTRADICTED  BY   BANK'S   COUN8EL. 

The  correspondence  which  I  submit  herewith  also  includes  a  letter  addressed 
jointly  bv  President  Glover,  Vice  President  W.  ,T.  Flather,  and  Cashier  H.  H. 
Flatter  to  the  board  of  directors  of  the  Riggs  National  Bank  on  June  18. 
1914,  regarding  the  "Glover  and  Flather"  and  "Flather  and  Flather"  ac- 
counts, to  which  were  credited  the  brokerage  profits  and  commissions  derived 
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from  the  bank's  real  estate  and  stock  business,  and  which  have  been  the 
subject  of  so  much  controversy.  In  that  letter  these  officers  of  the  Riggs 
Bank  assumed  to  explain  the  nature  of  these  accounts,  and  in  the  concluding 
paragraph  declared: 

"  These  facts  are  each  and  all  doubtless  perfectly  well  known  to  you,  but 
we  make  this  statement  at  the  present  time  in  view  of  the  communications 
referring  to  the  general  subject  lately  received  from  the  Comptroller  of  the 
Currency,  and  in  order  that  this  statement  may  be  made  of  record  in  the 
minutes  of  the  bank." 

That  the  facts  concerning  the  accounts  of  "Glover  and  Flather"  and 
"  Flather  and  Flather  "  were  not  "  perfectly  well  known  "  to  the  directors  is 
proved  by  Mr.  F.  S.  McKenney,  a  director  and  also  counsel  for  the  bank. 

In  January,  1915,  seven  months  after  the  date  of  the  letter  above  quoted, 
during  an  examination  by  the  national  bank  examiner  of  President  Glover 
and  Vice  President  W.  J.  Flather  and  Cashier  H.  H.  Fylather  he  said : 

41 1  venture  to  say  that  there  was  no  director  on  the  board,  outside  of  the 
officers,  who  ever  knew  any  such  accounts  were  carried  on  the  books.  I  have 
been  a  director  since  January  1,  1010,  and  never  heard  of  the  accounts  until 
this  correspondence  began,  and  I  do  not  believe  that,  outside  of  the  officers, 
you  will  find  any  other  directors  on  this  board  who  knew  anything  about  it, 
with  the  possible  exception    *    *    * 

"Bank  Examiner:  You  make  that  statement  as  a  director  of  the  Riggs 
National  Bank? 

**  Mr.  McKenney :  I  say  that  as  a  director  of  the  Riggs  National  Bank  since 
January  1,  1910,  I  never  heard  of  the  account  of  either  Glover  and  Flather 
or  Flather  and  Flather,  up  to  the  time  ot  this  correspondence  beginning.  I 
did  not  know  that  any  such  account  existed." 

Mr.  McKenney,  counsel  and  director  of  the  Riggs  National  Bank,  thus 
squarely  refutes  and  contradicts  the  statement  on  this  subject  which  Presi- 
dent Glover,  Vice  President  W.  J.  Flather,  and  Cashier  H.  H.  Flather  had  made 
in  that  joint  letter  to  the  board  of  directors  (which  they  hurriedly  sought  to 
get  on  the  bank's  minute  bank)  after  they  had  made  to  Bank  Examiner  Trimble 
various  inconsistent  statements  shown  to  be  untrue  and  contradictory,*  and 
which  will  be  found  elsewhere  in  this  record. 

Not  only  was  Director  McKenney,  of  counsel  for  the  bank,  deceived  or 
misled  in  regard  to  the  nature  of  these  accounts,  but  the  record  further  shows 
that  former  Senator  Bailey,  then  acting  as  counsel  for  the  bank,  was  also 
deceived  by  the  bank's  officers,  as  I  pointed  out  in  my  letter  to  the  Riggs  Na- 
tional Bank  of  April  5, 1915,  which  appears  in  this  record.  In  that  same  letter 
I  also  deemed  it  my  duty  as  comptroller  to  direct  that  the  record  as  then  made 
be  placed  before  the  bank's  board  of  directors,  which  I  did  in  the  following 
language : 

OFFICERS   [NSTBrCTED  TO  SUBMIT  I.KTTHK8  FROM  COMPTROLLER  TO  BANK'S  DIRECTORS. 

*•  The  statement  made  under  oath  by  the  officers  of  your  bank  at  the  ex- 
aminations recently  conducted  by  the  national  bank  examiner,  in  accordance 
with  section  5240  of  the  Revised  Statutes  of  the  United  States,  have  been  shown 
to  have  been  so  evasive,  so  contradictory,  so  misleading,  and  so  untruthful 
that  this  office  feels  called  upon  to  direct  that  this  whole  matter  be  brought 
forthwith  to  the  attention  of  your  board  of  directors  for  their  consideration; 
and  you  are  now  directed  to  read  this  letter  to  your  board  of  directors  at  their 
next  meeting  and  also  to  lay  before  that  meeting  for  its  information  the  full 
stenographic  reports  of  the  several  examinations  made  since  January  1,  1915, 
by  national  bank  examiners,  of  the  officers  of  your  bank." 

It  was  In  that  same  letter  that  I  notified  the  bank  in  the  following  language 
that  the  Treasury  Department  would  refuse  thereafter  to  approve  the  Riggs 
National  Bank  as  a  depository  for  other  national  banks: 

"Meanwhile.  In  view  of  the  unsatisfactory  and  dangerous  conditions  which 
have  come  to  light  as  a  result  of  the  Investigations  of  your  bank  by  this  office 
and  the  national  bank  examiner,  and  In  view  of  the  unreliability  of  statements 
made  by  your  officers,  under  oath  or  otherwise,  and  your  long-continued  de- 
fiance of  the  law  and  disregard  of  the  Instructions  of  this  office,  you  are  hereby 
notified  that  the  Comptroller  of  the  Currency  will,  until  further  notice,  refuse 
to  approve  the  Riggs  National  Bank  as  a  depository  for  the  reserves  of  other 
national  banks." 
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Justice  McCoy,  of  the  Supreme  Court  of  the  District  of  Columbia,  both  in 
his  interlocutory  decision,  rendered  May  21,  1915,  and  In  his  final  decision, 
rendered  May  31,  1916,  fully  approved  and  confirmed  the  action  of  the  comp- 
troller in  refusing  to  approve  the  Rlggs  National  Bank  as  a  depository  for  re- 
serves of  other  banka  The  language  of  his  interlocutory  decision  on  this  point 
was  as  follows : 

court's  opinion  thai  com.ptroij.er  would  have  been  remiss  to  have  allowed 
biggs  bank  to  continue  as  a  depository  for  other  banks. 

"  It  seems  to  me,  on  the  record  that  is  made  here  before  me  now,  that  the 
Government  officials  would  have  been  remiss  if  they  had  consented  to  permit 
the  bank  to  act  as  agent  for  a  new  applicant  bank,  because,  I  think,  for  the  pur- 
poses of  this  motion,  always — now,  I  am  not  passing  on  the  ultimate  merits  of 
the  case — there  is  evidence  here  of  persistent  violations  of  the  law,  and  that 
they  began,  not  with  Mr.  Williams's  incumbency  of  the  office  (and  that  has 
another  bearing,  perhaps,  on  the  question  of  what  animated  Mr.  Williams), 
but  they  began  before  he  came  there,  and  there  Is  evidence  that  they  are  con- 
tinuing until  this  day;  and  even  if  the  comptroller  is  wrong  about  what  kind 
of  a  bank  ought  to  have  Government  deposits  (namely,  a  so-called  commercial 
bank  or  stock  exchange  bank),  even  if  those  features  were  not  in  there,  the 
other  features  of  violations  of  the  law  are  in  there;  and  I  should  say  that  he 
was  quite  right  in  determining  to  take  out  those  deposits,  or  at  least  to  say 
that  there  should  not  be  any  further  selection  of  this  bank  as  a  reserve  agent. 

"  While  we  have  nothing  to  do  with  the  law  of  the  case,  I  suppose  that  all 
judges  have  some  right  to  consider  matters  of  hanking  policy  when  they  are 
called  upon  to  decide  legal  questions.  I  should  say  that  the  policy  of  not  hav- 
ing large  deposits  in  so-called  stock-exchange  banks  as  compared  with  the 
amount  of  deposits  in  commercial  banks  was  an  absolutely  good  and  sound 
policy,  and  the  fact  that  Congress  thinks  so  is  now  embodied  in  the  Federal 
reserve  act.  This  question  about  whether  or  not  stocks  are  good,  and  whether 
or  not  dealing  in  stocks  is  any  different  from  dealing  in  oats  and  grain  and 
steers  and  hogs  and  that  kind  of  thing,  is  an  argument  that  does  not  need  to 
be  answered." 

In  denying  the  bank's  request  that  the  comptroller  be  enjoined  from  refusing 
to  designate  the  liiggs  Bank  as  a  depository  for  the  reserves  of  other  national 
banks,  Justice  McCoy,  in  his  decision,  handed  down  May  31,  1916,  also  said : 

"  It  is  obvious  that  if  the  court  has  any  power  In  the  premises  there  is  no 
statement  of  fact  upon  the  basis  of  which  it  could  act  except  as  far  as  an 
allegation  of  the  comptroller's  alleged  Intention  not  to  approve  may  be  an 
allegation  of  fact.  To  enjoin  him  *  from  refusing  to  approve  the  plaintiff  bank 
as  such  a  depository '  can  mean  nothing  unless  It  be  to  require  the  comptroller 
to  approve,  and  there  being  no  specific  instance  of  an  application  pending,  it 
amounts  to  asking  the  court  to  compel  the  comptroller  to  approve  of  any  appli- 
cation. To  state  the  request  as  thus  analysed  is  to  show  that  it  can  not  be 
granted.' 


»» 


LETTERS  AND  REPORTS  SHOWING  BANK'S  VIOLATIONS  OF  LAV  FOR   17  YEARS  ACCOM- 
PANY  THIS   LETTER. 

The  letters  of  criticism  to  the  Riggs  National  Bank  presented  herewith 
include  many  lists  of  "excessive  loans"  made  by  the  bank  unlawfully  to 
numerous  borrowers.  Out  of  consideration  for  these  borrowers  I  have,  with 
your  approval,  as  suggested  at  the  hearing  on  the  29th  ultimo,  deleted  the  bor- 
rowers' names  and  substituted  numerals  for  names  in  the  order  In  which  the 
excessive  loans  appear  in  the  correspondence.  Where  the  same  loan  has  been 
criticized  more  than  once  there  is  placed  after  the  numeral  indicating  that  par- 
ticular borrower  a  dash  ( — )  with  another  numeral  Indicating  the  number  of 
times,  up  to  the  date  of  the  letter  of  criticism,  that  loans  to  this  particular  bor- 
rower have  been  criticized  by  the  comptroller's  office  as  excessive.  For  ex- 
ample, if  attention  is  directed  to  an  excessive  loan  to  John  Smith  and  John 
Smith  happens  to  be  the  fourth  borrower  whose  excessive  loans  had  been 
criticized  by  the  examiner,  and  his  loan  had  been  up  to  that  time  criticized  in 
seven  different  letters  from  the  comptroller's  office  to  the  bank,  this  Item  of 
criticism  is  Indicated  thus: 

u  Excessive  loan  No.  4 — seventh  criticism  of  this  borrower." 
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BANK    LOSES    $20,468    ON   LARGE    LOAN    CRITICIZED    SEVEN    TIMES   BY    PREVI0U8 

COMPTROLLEBS. 

The  bank's  persistent  disregard  of  letters  of  criticism  from  the  comptroller's 
office  and  the  ensuing  loss  to  shareholders  are  clearly  shown  by  this  record. 
Wot  example:  ** Excess  loan  No.  39"  for  $243,169  was  criticized  in  the  comp- 
troller's letter  to  the  bank  on  December  1,  1905  (eight  years  before  I  was 
connected  with  the  Treasury),  for  the  seventh  time,  and  when  it  was  eventually 
closed  out  the  bank  sustained  a  loss  of  $29,468.  It  is  a  serious  question 
whether  the  officers  of  the  bank  should  not  be  held  responsible  for  that  loss. 
This  loan,  or  the  larger  part  of  it,  was  still  in  the  bank  and  under  criticism 
when  I  began  my  investigation  in  July,  1914.  It  was  mainly  secured  by  stock 
of  a  local  traction  company  in  which  the  president  of  the  bank  had  been  heavily 
Interested,  and  the  stock  certificates  were  in  Mr.  Glover's  name.  He  gave  the 
examiners  different  explanations  for  this — one  that  his  influence  in  the  com- 
pany was  thereby  increased,  the  other  that  putting  the  borrowers*  stock  in 
Mr.  Glover's  name  facilitated  dividend  collections.  Excessive  loan  No.  18  for 
$150,384  was  criticized  in  the  comptroller's  letter  of  December  1,  1906,  for  the 
thirteenth  time,  covering  a  period  of  nearly  seven  years,  and  the  loan  was 
growing  steadily  larger  during  those  years. 

"DUMMY"    OB    CONCEALED    LOANS    "CARRIED    FROM    ONE    BOOK    TO    ANOTHER    FOR    A 

GOOD    MANY   YEARS." 

I  also  ask  your  consideration  to  the  following  list  of  loans  which  Examiner 
8.  M.  Hann  reported  the  bank  as  having  made  to  its  officers  and  directors  at 
the  time  of  the  examination  of  May  23,  1913:  C.  C.  Glover,  president,  $64,000; 
W.  J.  Plather,  vice  president,  $71,925;  H.  H.  Flather,  cashier,  $63,500;  M.  E. 
Ailes,  vice  president,  $71,000;  straight  loans  to  other  directors,  $387,000;  indi- 
rect liabilities  of  other  directors,  $113,656.  Total  loans,  direct  and  indirect,  but 
exclusive  of  "  dummy "  loans  to  officers  and  directors,  on  May  15,  1913, 
$761,631.  This  total  is  exclusive  of  $43,000  of  concealed  or  ••  dummy"  loans 
then  outstanding  made  by  the  bank  for  the  benefit  of  its  vice  president  and 
cashier.  A  "  dummy  "  loan  for  $86,000  to  President  Glover  was  made  in  April, 
1914,  on  the  note  of  one  of  the  clerks  of  the  bank  to  facilitate  a  real  estate 
transaction  and  was  paid  three  days  before  the  next  examination. 

The  clerk  in  the  bank  who  had  been  used  as  a  "dummy**  for  President 
Glover  has  declared,  as  shown  on  page  694  of  the  present  hearings,  in  regard  to 
the  bank's  ."  dummy  "  or  concealed  loans : 

"  We  have  had  these  records  of  loans  of  that  sort  carried  from  one  book  to 
another  for  a  good  many  years.    I  have  been  here  17  years.1 
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MINER  REPORTED  OVER  $800,000,  OR  MORE  THAN  80  PER  CENT  OF  RIGGS  CAPITAL, 
LOANED  OFFICERS  AND  DIRECTORS,  PARTLY  ON  "  DUMMY  "  LOANS. 

At  the  very  time  of  Examiner  Hann's  May,  1913,  examination,  to  which  Mr. 
Hogan  has  appealed  as  furnishing  evidence  of  the  bank's  scrupulous  manage- 
ment and  sound  methods,  over  $805,000  of  the  bank's  capital  was  being  loaned, 
directly  and  indirectly,  to  the  bank's  active  officers  and  directors.  Over 
$300,000  of  this  amount  was  being  borrowed  by  the  bank's  president,  its  two 
▼ice  presidents,  and  its  cashier,  partly  on  "  dummy  "  loans,  for  their  speculative 
and  stock-market  operations.  This  means  that  over  80  per  cent  of  the  bank's 
capital  was  at  the  time  of  Mr.  Hann's  examination  being  borrowed  from  the 
inside,  largely — especially  as  to  loans  to  its  officers — on  fancy  stocks  and 
securities  of  a  highly  speculative  character. 

After  the  officers  of  the  bank,  as  a  result  of  criticism  from  this  office,  had 
largely  eliminated  their  loans  from  their  own  bank,  the  bank  examiner  reported 
to  the  comptroller  that  these  officials  had  not  really  liquidated  those  loans,  but 
had  simply  transferred  them  to  other  banks.  This  is  discussed  in  my  letter 
to  the  Rlggs  National  Bank  of  March  30, 1915,  in  which  I  said : 

FOUR   OF   RIGOS   EXECUTIVE  OFFICERS   BORROWING   $7f»0,000   FROM    AFFILIATED   BANKS 

AND  TWO  LOCAL  TRUST  COMPANIES. 

"It  is  instructive,  though  not  reassuring,  just  here  to  point  out  that  these 
payments  were  largely  made  by  transferring  the  loans  of  your  officers  to  other 
national  banks  and  to  some  of  the  trust  companies  of  the  District.    The  reports 
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of  national  bank  examiners  to  this  office  indicate  that  the  money  being  bor- 
rowed at  a  recent  date  from  national  banks  and  from  trust  companies  of  the 
District  by  four  of  the  senior  and  junior  active  officers  of  your  bank  amounted 
to  more  than  $750,000. 

BANK'S  OFFICERS  WERE  SPECULATING  ACTIVE!- Y  IN  STOCK  MARKET. 

"  These  loans  were  all  being  carried  by  banking  institutions  in  which  one  or 
more  of  your  officers  wrere  either  directors  or  employees,  and  by  two  of  the 
local  trust  companies,  and  were  secured  mainly  by  stocks  and  bonds,  many  of 
the  stocks  decidedly  speculative,  such  as  Greene-Cananea  Copper,  Lanston 
Monotype,  Nevada  Consolidated  Copper,  Missouri,  Pacific  Railway,  American 
fan,  common;  Reading,  common;  B.  &  O.,  common;  United  States  Steel,  com- 
mon ;  Pacific  Gas  &  Electric  Co.,  common ;  Wabash  4s ;  Pacific  Coast  2d  pre- 
ferred; United  States  Rubber,  preferred;  Intercontinental  Rubber,  common; 
Pittsburgh  Coal,  preferred;  Washington  Railway  &  Electric;  Seaboard  Air 
Line,  preferred;  Southern  Railway,  preferred;  Utah  Copper  and  Washington 
Utilities  stock;  and  there  was  hypothecated  in  these  loans  nearly  all  of  the 
stock  of  tlie  Rlggs  National  Bank  owned  by  the  borrowing  officers. 

RIGGS  BANK   UNDER  CONTINUOUS   CRITICISM   FROM   6   COMPTROLLERS   AND    10 

EXAMINERS. 

The  bank  was  examined  usually  twice  a  year,  and  during  the  whole  period, 
from  its  inauguration  in  1890  until  its  unlawful  operations  were  checked  by  the 
present  comptroller,  it  had  been  criticized  at  the  time  of  practically  every 
examination  by  6  successive  comptrollers  and  10  different  national  bank  ex- 
aminers. It  continued,  however,  as  I  have  shown  you,  its  defiance  of  the  law 
and  its  persistent  disregard  of  the  admonitions  and  criticisms  of  the  Comp- 
troller's Office  until  finally  restrained  through  the  efforts  of  this  administra- 
tion in  1914  and  1915. 

I  have  also  taken  the  liberty  of  including  with  these  letters  a  letter  which 
I  wrote  to  Secretary  McAdoo  on  June  9,  1914 — the  day  which  Mr.  Hogan  has 
fixed  as  the  beginning  of  this  controversy — in  which  I  brought  to  the  attention 
of  the  Secretary  of  the  Treasury  the  conditions  then  existing  in  the  Riggs 
National  Bank,  to  which  my  attention  had  just  been  called  by  the  national 
bank  examiner.  That  letter,  I  believe,  was  submitted  to  the  court  in  the  Rig?* 
Equity  case  as  Exhibit  H  to  the  affidavit  and  answer  to  Hon.  William  G. 
McAdoo,  Secretary  of  the  Treasury.  It  presented  a  clear,  though  incomplete, 
picture  of  conditons  in  the  Riggs  bank  and  its  methods  of  operation  as  disclosed 
at  that  time. 

AFFIDAVIT  WHICH    RESULTED  IN  INDICTMENT  OF  C.   C.   GLOVER,   H.    H.   FLAT  HER,    AND 

W.  J.  FLATHER  FOR  PERJURY.  ABOUT   6,000  STOCK  TRANSACTIONS  BETWEEN   BIGGS 

BANK     AND     TWO    BROKERAGE  FIRMS     UNCOVERED    DESPITE    BANK'S     DENIAL     AND 
AFFIDAVIT. 

I  also  desire  to  introduce  into  this  record  the  affidavit  which  Messrs.  O.  C. 
Glover,  W.  J.  Plather.  and  H.  H.  Plather,  president,  vice  president,  and  cashier, 
respectively,  of  the  Riggs  National  Bank,  submitted  in  the  Riggs  Equity  case, 
in  which  they  declared  that  the  Riggs  National  Banks  had  not  been  buying  and 
selling  stocks,  although  the  bank  examiners  in  their  investigation  for  a  few 
years  prior  to  June,  1914,  had  brought  to  light  about  six  thousand  (6.000)  such 
transactions  with  Lewis  Johnson  &  Co.  alone  were  uncovered  by  the  examiners. 

"  In  the  Supreme  Court  of  the  District  of  Columbia. 

"  Filed  May  20,  1915,  J.  R.  Young,  clerk. 

"  The  Riggs  National  Bank  of  Washington.  D.  C,  v.  John  Skelton  Williams, 
Comptroller  of  the  Currency ;  William  Glbbs  McAdoo,  Secretary  of  the  Treas- 
ury ;  John  Burke,  Treasurer  of  the  United  States.    Equity  No.  33300.     (Seal.) 


n 


AFFIDAVIT  OF  CHARLES  C   GLOVER,   WILLIAM   J.  FLATHER,  AND   HENRY   H.  FLATHER. 


"Charles  C\  Glover,  William  J.  Flather,  and  Henry  H.  Flather,  being  first 
duly  sworn,  on  oath  say  that  they  are.  respectively,  the  president,  one  of  the- 
vice  presidents,  and  the  cashier  of  the  Riggs  National  Bank;  that  they  have 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  795 

been  connected  with  that  institution  since  the 'first  day  of  its  organization  as  a 
national  banking  association;  that  the  said  bank  never  at  any  time  bought 
or  sold  any  stock  whatever  from  or  through  the  firm  of  Lewis  Johnson  &  Co. ; 
that  the  Riggs  National  Bank  never  at  any  time  from  its  organization  to  the 
present  ever  made  a  short  sale  of  stock  to  or  through  Lewis  Johnson  &  Co. ; 
that  if  there  are  any  entries  on  the  books  of  the  bankrupt  firm  of  Lewis  John- 
son &  Co.  which  purport  to  show  that  the  Riggs  National  Bank  bought  stock, 
*old  stock,  or  made  short  sales,  those  entries  are  false ;  these  affiants,  on  infor- 
mation and  belief,  say  that  an  examination  of  the  books  of  Lewis  Johnson  &  Co. 
since  that  firm  was  declared  bankrupt  has  shown  many  fictitious  accounts,  and 
the  use  of  many  accounts  for  the  false  entries  of  alleged  transaction. 

"Charles  C.  Glover. 
"William  J.  Flather. 
"  Hbnry  H.  Flather, 

"  Subscribed  and  sworn  to  before  me  this  19th  day  of  May,  A.  D.  1915. 

{seal.}  "Bessie  B.  Sheehy, 

"Notary  Public,  D.  Cr 

The  above  affidavit  resulted  in  the  indictment  of  C.  C.  Glover,  W.  J.  Flather, 
and  H.  H.  Flather  for  perjury ;  but  they  were  acquitted  after  Frank  J.  Hogan 
had  taken  the  stand  and  had  testified  that  the  affidavit  had  been  drawn  by  him 
as  their  counsel  and  had  been  signed  by  them  at  his  instance.  In  the  prepara- 
tion of  that  affidavit  Mr.  Hogan  had  shown  the  same  unscrupulous  contempt 
for  truth  and  facts  which  he  recently  displayed  In  his  testimony  before  your 
committee. 

In  contrast  with  the  bank's  denial  of  its  dealings  In  stocks,  I  here  ask  youi 
attention  to  the  bank's  newspaper  advertisements  as  to  its  business  in  stocks, 
referred  to  by  Mr.  Adklns  in  his  testimony  before  this  committee  (p.  327)  and 
to  the  following  extract  from  a  letter  from  the  bank  to  the  comptroller,  dated 
November  19,  1913,  admitting  its  stock  business  and  "  our  purchases  for  cus- 
tomers," etc.,  in  which  the  bank  stated  over  the  signature  of  its  officers,  Messrs. 
<S  lover.  M.  E.  Ailes,  W.  J.  Flather,  und  H.  H.  Flather,  and  11  other  directors — 
Messrs.  Johnson,  Hyde,  Henry,  Paul,  McLean,  Hurt,  Corby,  Wilkins,  Dulany, 
McKenney,  and  Perry,  that — 

"  With  respect  to  the  statement  of  the  examiner  that  it  is  the  practice  of  the 
Imnk  to  carry  items  of  stock  purchased  for  customers  in  the  cash,  such  items 
amounting  to  $55,572.86  at  the  time  of  his  visit,  you  are  advised  that  for  the 
most  part  our  purchases  for  customers  are  immediately  charged  against  their 
accounts.  It  sometimes  happens  that  an  order  can  not  be  fully  executed  at 
•once  and  we  have  met  with  some  small  delays  in  completing  orders  as  well  as 
in  charging  purchases  to  accounts.  The  item  above  mentioned  was  largely 
<*aused  by  the  absence  of  one  of  our  important  customers  in  Jamaica  at  the 
time  his  order  was  executed.  In  the  future  we  will  endeavor  to  avoid  carrying 
these  items  in  cash  by  making  prompt  charges  against  customers*  accounts." 
< Italics  mine.) 

EVIDENCE  FURNISHED   SHOWED  CASHIER  FLATHER   SYSTEMATICALLY   DEFRAUDED 

BANK'S  CUSTOMERS  ON  8TOCK  TRANSACTIONS. 

I  also  hand  you  with  this  a  copy  of  the  affidavit  of  Wesley  M.  Bennett,  which 
was  filed  in  the  Riggs  equity  case  and  which  illustrates  the  methods  by  which 
the  customers  of  the  Riggs  Bank  were  defrauded  by  its  former  cashier,  Henry 
H.  Flather,  on  orders  placed  with  the  bank  for  the  purchase  and  sale  of  bonds 
■flTifl   4trkckfl 

I  also  hand  you  with  this  copies  of  notices  relating  to  purchases  and  sales  of 
stocks  passing  between  the  now  defunct  firm  of  Lewis  Johnson  &  Co.  and  the 
Riggs  National  Bank  and  H.  H.  Flather,  cashier  of  the  bank;  also  copies  of 
<  hecks  delivered  by  Lewis  Johnson  &  Co.  to  H.  H.  Flather,  bearing  Flather's 
indorsement  and  cashed  by  him,  which  were  filed  in  court  with  the  Lammond 
Affidavit,  but  not  printed  with  that  affidavit,  and  which  (see  p.  659,  printed 
hearings)  I  was  given  permission  to  Introduce  Into  the  record.  The  exhibits 
are  numbered  A  to  Z-4. 

BANK    DESTROYS    INCRIMINATING  EVIDENCE.   THOUGH    HOGAN   FALSELY   DECLARES   TO 

SENATE  COMMITTEE  BANK  HAD  NEVER  DONE  80. 

When  the  national  bank  examiners  were  investigating  the  irregular  stock 
transactions  between  the  Riggs  National  Bank  and  the  firm  of  Lewis  Johnson 
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&  Co.  they  put  President  Glover,  Vice  President  Flather,  and  Cashier  Flatter 
under  oath  and  questioned  them  in  regard  to  those  purchases  and  sales.  The 
following  extracts  from  the  testimony  given  by  these  officials  at  the  examination 
on  May  28,  1915,  show  the  evasive  character  of  their  answers,  and  also  show 
that  these  officers  tried  to  excuse  themselves  from  submitting  certain  papers 
and  documents  needed  to  explain  those  irregular  transactions  on  the  ground 
that  the  papers  had  not  been  kept,  but  had  been  destroyed  by  the  bank : 

"  Examiner  Smith.  Mr.  Glover,  I  want  to  find  out,  either  from  yon  or  frosi 
the  other  officers  of  the  bank  that  may  have  the  details  In  charge — I  want  to 
get  the  record  of  the  stocks  purchased  and  sold  through  Lewis  Johnson  &  Oa> 
from  the  years  1906  to  1918,  when  the  account  was  closed,  the  connnlsstass 
which  part  of  the  time  went  Into  commission  account,  I  believe,  and  after  that 
into  flyover  and  Flather. 

"Mr.  Gloves.  Tea? 

"  Examiner  Smith.  Has  the  bank  got  such  a  record? 

Mr.  Glover.  I  do  not  think  so.    A  committee  has  been  appointed 

Mr.  Hogan  (interrupting).  Wait  a  minute.    Do  you  know  whether  the  bank 
has  such  a  record? 

"Mr.  Glover.  No ;  I  do  not  know  that  they  have.  I  think  they  have  not,  but  I 
do  not  know. 


it 
«i 
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Examiner  Smith.  I  want  access  to  any  of  the  books  of  the  bank  first,  and 
instead  of  just  simply  having  the  officers  say  the  books  are  all  within  these 
four  walls  I  want  to  find  out  what  books  the  various  items  are  kept  on. 

"Mr.  Hogan.  We  will  have  to  ascertain  for  you  whether  or  not  there  are  any 
books  kept  of  those  transactions. 

Examiner  Smith.  I  am  asking  that  question  of  Mr.  Glover. 

Mr.  Hooan.  Mr.  Glover  does  not  know  himself,  as  I  understand  yon? 

Mr.  Glover.  No  ;  I  do  not ;  at  least  I  have  no  knowledge  on  that  point. 

Examiner  Smith.  Then  suppose  we  ask  both  the  Mr.  Flathers  to  come  in.  so 
I  can  find  out? 

******  • 

"Mr.  Hooan.  Mr.  Flather,  Mr.  Smith  wants  to  know  If  there  is  any  book 
kept  in  the  bank  or  any  books  kept  in  the  bank  in  which  there  were  entered  a 
record  of  any  of  the  transactions  of  purchases  of  stock  or  anything  else  with 
Lewis  Johnson  &  Go. 

Mr.  W.  J.  Flather.  Let  me  understand  this,  just  what  the  question  is? 
Mr.  Hoc, an.  Are  there  books,  or  did  the  bank  keep  any  books,  in  which  they 
entered  the  transactions — did  the  bank  or  its  officers  or  anybody  connected  with 
it  keep  any  books  in  which  were  kept  a  record  of  the  purchases  of  stock  which 
you  made? 

"  Mr.  W.  J.  Flather.  We  have  an  order  book  there.  Is  that  what  yos 
refer  to? 

"  Examiner  Smith.  That  would  contain  orders  and  sales? 

"  Mr.  W.  J.  Flather.  That  would  contain  orders  and  sales. 

"Examiner  Smith.  Orders  and  sales? 

"  Mr.  W.  J.  Flather.  Yes ;  purchases  and  sales. 

"  Examiner  Smith.  That  book  has  been  kept  all 

"Mr.  W.  J.  Flather  (interrupting).  I  do  not  know  how  long  it  was  kept, 

"  Mr.  Hogan.  It  will  show  for  itself. 

"  Examiner  Smith.  He  said  there  is  a  book,  and  I  was  going  to  ask  if  there 
was  one  or  several? 

"  Mr.  W.  J.  Flather.  There  is  a  book  in  which  the  orders  for  the  purchase 
and  sale  of  stocks  and  bonds  have  been  entered.  Is  that  what  you  want  to 
know? 

"  Mr.  Hooan.  Yes ;  there  is  such  a  book? 

"  Mr.  W.  J.  Flather.  Yes ;  there  is  such  a  book. 

"  Mr.  Hooan.  Are  there  more  than  one  of  that  kind? 

"  Mr.  W.  J.  Flather.  Yes ;  I  think  there  are.  I  think  there  are  two  books, 
are  there  not? 

"  Mr.  Glover.  I  don't  know. 

"  Examiner  Smith.  That  is,  two  books  or  probably  three?  I  mean  a  book  like 
that  has  been  kept  continually  for  the  purpose  of  recording  purchases  and  sales 
or  orders,  as  you  call  them? 

"Mr.  W.  J.  Flather.  Yes ;  which  have  been  kept.  I  can  not  say  that  that  Is  a 
complete  book,  Mr.  Smith. 
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M  Mr.  Hogan.  Is  that  all  yon  have? 
"  Mr.  W.  J.  Flatheb.  It  is  all  we  have. 

"Examiner  Smith.  How  about — I  will  address  this  remark  generally,  be- 
cause I  do  not  know — or  I  can  ask  each  separately.  How  about  the  confirmation 
slips  of  purchases  and  sales  sent  to  the  bank  by  Lewis  Johnson  &  Co.?  Are 
those  filed? 

44  Mr.  W.  J.  Flatheb.  Filed,  you  say? 

"Examiner  Smith.  Tes. 

"  Mr.  W.  J.  Flatheb.  There  may  be  some  of  them  in  the  office,  Mr.  Smith,  but 
I  do  not  know  that  they  were  filed.  They  were  frequently  put;  on  the  spindle, 
as  other  orders  for  drafts  and  the  like  of  that.  There  may  be  some  of  them  In 
the  office.    I  do  not  know. 

Examiner  Smith.  Do  you  mean- 


Mr.  W.  J.  Flatheb  (Interrupting).  They  were  not  kept  for  any  time. 
"Examiner  Smith.  Not  kept  at  all,  you  mean? 
Mr.  W.  J.  Flatheb.  No ;  they  were  not  considered  of  any  value. 
Examiner  Smith.  Were  they  just- 


«• 


Mr.  W.  J.  Flatheb  (interrupting).  They  were  put  on  the  spindle,  and  from 
time  to  time,  like  other  waste  paper,  they  were  thrown  away. 

"Examiner  Smith.  They  were  never  permanently  filed? 

••  Mr.  W.  J.  Flatheb.  No. 

"  Examiner  Smith.  So  there  is  no  complete  file  of  them? 

"  Mr.  W.  J.  Flatheb.  No,  sir. 

"Examiner  Smith.  You  usually  handled  these  transactions,  didn't  you,  Mr. 
H.  H.  Flather,  with  Lewis  Johnson  &  Co.? 

"  Mr.  H.  H.  Flather.  Well,  do  you  mean  by  giving  the  orders  or  receiving 

"Examiner  Smith  (interrupting).  Yes;  giving  the  orders  and  receiving  the 
checks  or  the  notices. 

"  Mr.  H.  H.  Flatheb.  I  gave  a  good  many  of  the  orders." 

This  furnishes  only  cumulative  evidence  of  Mr.  Hogan's  complete  disregard  of 
truth.  The  record  shows  that  the  purchases  and  sales  notices  which  were  sent 
to  the  bank  and  which  the  bank  destroyed  were  in  the  name  of  the  Riggs  Na- 
tional Bank  and  addressed  to  the  bank  as  such.  The  purchases  had  been  made 
by  Lewis  Johnson  &  Co.  for  the  bank  and  credited  by  the  bank  on  the  passbook 
of  Lewis  Johnson  &  Co.,  and  the  brokerage  firm  paid  the  bank  by  check  for  the 
proceeds  of  the  sales  of  the  stock  as  sold. 

On  page  118  we  find  the  following  statement  was  made  before  your  committee 
by  Mr.  Hogan  on  July  10,  1919. 

MB.  HOGAN'8  FALSE  AND  SWEEPING  DENIAL. 

"  I  want  to  say,  while  I  am  looking  for  this,  that  during  the  entire  existence 
of  the  Rlggs  National  Bank  none  of  its  records  were  ever  destroyed.  No  one 
had  ever  intimated  that  any  of  its  records  had  been  or  would  be  destroyed. 
There  was  never  any  reason  for  destroying  its  records. " 

Mr.  Hogan's  foregoing  statement  is  proved  by  the  testimony  of  the  bank 
officials  quoted  above  to  have  been  untrue — and  was  knowingly  false — for  Mr. 
Hogan  had  been  present  in  May,  1915,  when  the  officers  of  the  bank  excused 
themselves  from  producing  those  notices  reporting  the  purchases  and  sales  of 
stocks  on  the  ground  that  they  had  been  destroyed — in  fact,  Mr.  Hogan  had 
prompted  or  directed  these  officers  in  their  replies  during  their  examination. 

Allow  me,  Mr.  Chairman,  to  impress  upon  your  committee  the  extremely 
suggestive  fact  that  those  notices  whleh  the  bank's  officers  claim  were  destroyed 
were  the  very  documents  which  would  have  aided  In  estnblishing  the  guilt  of 
Mr.  Hogan's  particular  client,  Mr.  H.  H.  Flather,  the  bank's  cashier,  in  connec- 
tion with  the  criminal  transactions  with  the  customers  of  the  bank. 

BIGGS  BANK'S  LEADING  OFFICEBS  WERE  SPECULATING  ACTIVELY  IN  STOCKS  WITH 
BANK'S  MONEY,  ASSISTED  BY  THBEE  PBIVATE  WIBFS  TO  BROKERS'  OFFICE8  AND  USE 
OF  "  DUMMY  "  LOANS  ;  CASHIEB  WAS  SWINDLING  BANK'S  CUSTOMEB8.1  AND  OTHEB 
EMPLOYEES  WEEK  EMIIEZZLINO  LARGE  Sl'MB  AND  FORGING  KTGNATUBE8  OF  ITS 
DEPOSITORS  TO  CHECKS. 

While,  as  the  record  shows,  the  cashier  of  the  bank  was  speculating  actively 
with  the  bank's  funds  and  defrauding  the  bank's  customers  in  the  execution  of 


1  Bee  testimony  of  United  States  district  attorney,  pp.  388-391,  bearings  before  Senate 
committee. 
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orders ;  while  Mr.  Glover,  the  president  ,and  other  officers  were  also  speculating 
in  the  stock  market,  assisted  by  the  three  private  wires  connecting  the  bank's 
executive  offices  with  different  stock-brokerage  concerns,  and  while  the  presi- 
dent, the  vice  president,  and  the  cashier  of  the  bank  were  making  indirect  or 
"  dummy  "  loans  in  th  names  of  the  bank's  clerks  and  outsiders,  to  facilitate 
their  real  estate  and  stock  market  operations,  and  while  these  officials  were  also 
borrowing  large  sums  directly  from  the  bank  and  also  from  other  affiliated 
institutions,  we  find  that  the  junior  officers  and  clerks  of  the  bank,  emulating 
the  examples  set  them,  were  also  speculating  in  the  market.  The  record  dis- 
closes two  embezzlements  In  the  bank — in  one  case — 67,250  by  a  note  teller, 
which  had  been  going  on  in  that  demoralizing  atmosphere  for  six  or  eight  years 
prior  to  1914,  and  another  case,  more  recent,  for  $28,872;  the  same  embezzler 
also  forged  the  signature  to  a  check  of  one  of  the  bank's  customers  for  an  addi- 
tional sum  of  $20,000. 

Mr.  Chairman,  in  fairness  to  many  of  the  directors  of  the  bank,  allow  me  to 
say  in  conclusion  that  it  is  my  opinion  that  probably  a  majority  of  the  men  who 
were  directors  of  the  Rlggs  National  Bank  at  the  beginning  of  my  examination 
of  that  institution  in  1914 — other  than  its  four  principal  officers — were  not  cog- 
nizant of  its  unlawful  and  reprehensible  operations,  and  probably  knew  no 
more  about  them  than  Mr.  McKenney,  director  and  counsel  for  the  bank,  knew 
of  those  brokerage  and  commission  accounts  known  as  "  Glover  and  Flather  ** 
and  "  Flather  and  Flather,"  of  which  he  said :  "  I  venture  to  say  that  there 
was  no  director  on  the  board,  outside  of  the  officers,  who  ever  knew  any  such 
accounts  were  carried  on  the  books,"  thus  flatly  contradicting  Mr.  Glover,  who 
in  his  letter,  to  which  I  have  already  referred,  had  said  to  his  fellow  directors 
concerning  these  same  accounts :  "  These  facts  are  each  and  all  doubtless  per- 
fectly well  known  to  you." 

OF    lTi    DIRECTORS    IN    1014     (OTHER   THAN    OFFICERS)    ONLY    .'l    SURVIVE    ON    PRESENT 

BOARD. 

Of  the  18  men  who  were  directors  of  the  Rlggs  National  Bank  in  the  summer 
of  1914,  when  the  Investigation  began,  5  are  dead.  One,  a  director,  who  was 
also  the  senior  counsel  of  the  bank,  died  under  peculiarly  tragic  circumstances 
during  the  Investigation.  Seven  others  have  resigned  or  retired.  One  of  these, 
who  was  also  cashier  of  the  bank,  was  forced  off  the  board  for  swindling  the 
bank's  customers,  so  that  of  the  15  directors  serving  in  June,  1914,  exclusive  of 
the  officials,  Messrs.  Glover,  Ailes,  and  W.  J.  Flather,  only  3  survive  on  the 
present  board. 

I  have  no  way  of  knowing  whether  members  of  your  committee  gave  to  Mr. 
Hogan's  statement  any  credence  at  all.  Judging  by  myself,  however,  I  know 
it  is  difficult  for  any  man  accustomed  to  dealing  with  fairly  honest  men  to  sup- 
pose that  an  intelligent  witness  assuming  solemn  obligation  in  a  serious  matter 
and  before  a  responsible  body,  would  deliberately  make  reckless,  false  state- 
ments. Therefore  I  assume  it  is  necessary  for  me  to  impress  on  you  the  fact 
that  Mr.  Hogan  did  make  such  statements,  and  made  them  repeatedly,  and  I 
will  now  give  you  proof  that  he  did. 

HOO AN     DELIBERATELY     MISREPRESENTS    TO    SENATE    COMMITTEE    THE    DECISION     I3f 

BIGGS    CASE. 

In  his  testimony,  page  54,  is  this  paragraph : 

"  When  the  judge  rendered  his  opinion,  with  that  accuracy  and  Intelligence 
which  ordinarily  characterizes  the  press,  It  had  sent  out  the  report  that  the 
Rlggs  Bank  had  won,  as  it  had  on  every  single,  solitary  question  which  was 
before  the  court — every  one." 

If  he  had  inserted  the  word  "  agent "  after  *'  press,"  his  tribute  to  the  "  Intel- 
ligence and  accuracy  "  of  that  unhappily  familiar  means  of  reaching  the  public 
ear  would  have  been  very  fine  sarcasm.  He  has  told  before  your  committee 
that  Mr.  George  G.  Hill,  author  of  the  venomous  attacks  on  the  Treasury  De- 
partment in  connection  with  the  embarrassed  trust  company  (which  were  pub- 
lished in  the  New  York  Tribune  and  vised  by  an  official  of  the  Riggs  Bank), 
was  taken  into  the  employment  of  the  Riggs  Bank  as  its  press  agent  for  the 
purpose  of  the  trial  immediately  after  his  separation  from  the  Tribune. 
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WHERE  PBE88  MAY  HAVE  GOTTEN   ITS  FALSE  CONCEPTION  OF  COURT'S  DECISION. 

The  press,  for  the  moment,  may  have  accepted  Mr.  Hill's  "  intelligent "  inter- 
pretation of  Judge  McCoy's  decision.  It  is  possible  that  Mr.  Hill  derived  from 
Mr.  Hogan  himself  the  view  which  Mr.  Hogan  now  quotes  as  an  illustration  of 
intelligence  and  accuracy — the  same  variety  of  "  intelligence  and  accuracy  " 
which  governed  Mr.  Hogan  in  drawing  the  affidavit  which  caused  his  clients  to 
be  indicted  for  perjury  and  required  for  their  acquittal  his  assumption  of  re- 
sponsibility and  their  confession  of  childlike  confidence  in  his  guidance. 

Your  committee  is  invited,  however,  to  contrast  with  Mr.  Hogan's  tribute  to 
the  pres  the  actual  language  of  the  court's  decision.  The  Riggs  National  Bank, 
in  its  suit,  charged  the  Secretary  of  the  Treasury  and  the  Comptroller  of  the 
Currency  with  conspiring  to  injure  that  bank.  It  denied  the  right  of  the  Comp- 
troller of  the  Currency  to  call  for  certain  special  reports  which  had  been  de- 
manded regarding  the  bank's  operations,  etc.  The  refusal  of  the  bank  to  fur- 
nish one  of  these  reports  had  resulted  in  the  assessment  of  a  fine  of  $5,000,  and 
the  bank  asked  that  the  collection  of  that  fine  be  enjoined,  not  on  the  ground 
that  the  bank  had  been  requested  to  furnish  the  Information  over  the  signa- 
tures of  more  of  its  officers  than  the  statute  specified,  but  on  the  ground  that  the 
comptroller  had  no  right  to  call  for  the  report. 

A     SMALL    TECHNICAL    QUESTION     WAS    ONLY    POINT    IN    BANK'S    FAVOR    IN    ENTIRE; 

DECISION. 

The  only  point  decided  in  favor  of  the  bank  in  the  entire  decision  was  the 
judge's  conclusion  that,  as  the  comptroller  had  directed  that  the  special  reports 
should  be  furnished  over  the  signature  of  the  president  and  cashier  and  certain 
other  officers  of  the  bank  instead  of  over  the  signature  of  the  president  or 
cashier,  attested  by  not  less  than  three  directors,  the  comptroller  could  not 
assess  the  penalty  of  $100  per  day  provided  by  statute,  on  reports  previously 
called  for,  and  on  account  of  the  refusal  to  furnish  which  the  $5,000  fine  had 
been  imposed.  But  the  court's  decision  declared  clearly  that  if  the  bank  should 
at  any  time  refuse  to  furnish  any  of  the  reports  called  for  by  the  comptroller, 
signed  as  provided  by  statute,  the  bank  would  be  subject  to  the  continuing  pen- 
alty of  $100  per  day  for  each  refusal.  The  exact  language  of  the  court  on  this 
point  was: 

"  *  •  *  therefore  it  must  be  held  In  this  case  that  the  comptroller,  having 
called  for  a  report  not  verified  and  attested  as  provided  in  the  statute,  did  not 
place  himself  in  a  position  where  he  could  lawfully  assess  a  penalty  for  a  fail- 
ure to  comply  with  the  demands  which  he  made." 

The  court  also  said  (p.  370) : 

"  When  a  report  which  relates  to  the  affairs  of  a  bank  is  called  for  by  a 
comptroller  he  should  not  be  required  to  come  into  court,  and  before  being  per- 
mitted to  proceed  with  the  inquiry  to  show  to  the  court  all  the  facts  and  circum- 
stances which  have  come  to  his  knowledge  in  a  large  and  important  bureau  of 
the  Government  on  which  he  is  authorized  to  act,  thereby  rendering  it  Impos- 
sible, perhaps,  for  the  comptroller  to  save  a  failure  or  serious  loss,  or  to  apply 
corrective  measures  to  remedy  a  situation  having  in  it  elements  of  danger,  un- 
less beyond  a  reasonable  doubt  practically  it  can  be  said  that  the  information 
Is  not  necessary. 

"The  actions  of  the  comptroller,  on  the  basis  of  which  specific  charges  are 
made  to  the  effect  that  he  was  acting  in  excess  of  his  powers,  examined  in  the 
light  of  the  views  above  expressed,  must  be  upheld  as  lawful." 


BANK'S  OFFICER8  AND  DIRECTORS  ADMIT  COURT  SUSTAINED  COMPTROLLER'S  RIGHT  TO 
ALL  REPORTS  CALLED  FOR  WHICH  BANK  REFUSED  TO  FURNISH. 

As  against  Mr.  Hogan's  brazen  claim  that  the  bank  had  won  on  "  every  point " 
before  the  court  In  the  equity  suit  I  invite  your  attention  to  the  statement  made 
by  the  bank  Itself  in  its  letter  to  the  Comptroller  of  the  Currency  of  June  21, 
1016,  in  which  the  Riggs  National  Bank  frankly  admitted,  over  the  signature  of 
its  president,  both  vice  presidents,  cashier,  assistant  cashier,  and  11  directors: 
M  The  court  sustains  the  right  of  the  comptroller  to  have  the  reports  and  infor- 
mation called  for,  and  the  right  to  impose  fines  in  accordance  with  the  pro- 
visions of  the  statute,  if  the  bank  shall  refuse  them.' 


»» 
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I  have  heretofore  given  you  the  language  of  the  court  declaring  emphatically 
that  there  was  no  evidence  of  conspiracy  or  malice  on  the  part  of  the  Secre- 
tary of  the  Treasury  or  the  Comptroller  of  the  Currency  and  expressing  the 
opinion  that  If  there  was  malice  It  was  on  the  part  of  the  officers  of  the  bank. 

I  shall  now  ask  your  attention  to  the  following  verbatim  excerpts  from  the  de- 
cision, showing  clearly  that  the  Comptroller  of  the  Currency  was  justified  in 
each  and  every  demand  which  he  made  upon  the  bank,  save  only  the  technical 
question  relating  solely  to  the  signatures  to  the  report. 

Justice  McCoy,  In  the  decision,  reviewed  the  whole  case  at  considerable 
length,  quoting  numerous  decisions  of  the  Supreme  Court  of  the  United  States 
in  support  of  his  positions.  Each  of  the  Rlggs  Bank's  contentions  was  dealt 
with  and  disposed  of  conclusively. 

I  invite  your  consideration  to  the  language  of  the  court: 

conrr  declares  bank's  charges  as  to  malice  and  bad  faith  overwhelmingly 

**  MET   AND  OVERCOME." 

Iii  opening  the  decision  the  court  said: 

"The  affidavits  submitted  by  the  defendants  on  the  motion  for  preliminary 
relief  completely  met  and  overcame  the  charges  of  malice  and  bad  faith  on  the 
part  of  the  Secretary  of  the  Treasury  and  the  Comptroller  of  the  Currency; 
consequently,  the  motion  for  preliminary  relief  was  denied  except  In  so  far 
as  it  made  necessary  a  consideration  of  the  question  of  the  powers  of  the 
comptroller  to  call  for  special  reports  from  banks." 

The  various  contentions  of  the  bank  are  then  taken  up  by  the  court  and  dis- 
posed of  one  by  one. 

TEXT   OF   COURT'S    DECISION    PROVES    GROSS    FALSITY    OF   ATTORNEY    HOGAN*8   CLAIMS. 

1.  Right  of  the  comptroller  to  information  called  for  June,  1914,  «*  beginning 
of  controversy. — "The  information  called  for  by  the  comptroller  In  regard  to 
the  list  of  loans  in  excess  of  $5,000  secured  by  collaterals  should  have  been  fur- 
nished. The  contention  is  made  that  he  made  a  demand  that  the  information  be 
given  'at  once/  but  that  fact  can  not  be  clearly  ascertained  from  reading  the 
paragraph,  and  it  rather  appears  that  when  the  comptroller  said  that  he  wanted 
the  information  at  once  it  was  merely  an  answer  to  the  suggestion  of  the  officers 
of  the  bank  that  they  would  take  the  matter  up  with  the  board  of  directors." 
(P.  370.1) 

2.  Demand  for  information  regarding  private  wires  to  brokers'  offices  "emi- 
nently proper.1* — "  The  demand  to  be  informed  whether  or  not  the  plaintiff  was 
maintaining  a  private  telegraph  wire  connected  with  stock-brokerage  houses  in 
New  York  was  an  eminently  proper  inquiry,  but  so  was  that  set  forth  In  the 
fifteenth  paragraph  of  the  bill,  as  it  related  to  expenditures  being  made  at  the 
time  by  the  bank."    (P.  370.1) 

3.  Bank  was  wrong  in  refusal  to  give  informattion  regarding  "  Flat her  and 
Flather  "  private  accounts. — "  It  is  stated  that  the  comptroller  demanded  that 
certain  officers  of  the  bank  express  an  opinion  as  a  matter  of  law  to  the  best  of 
their  knowledge  and  belief  as  to  who  was  the  owner  of  a  certain  account  stand- 
ing in  the  name  of  '  Flather  and  Flather/  The  allegation  is  that  the  comptroller 
was  informed  of  every  fact  respecting  this  account,  amount  thereof,  source  of 
funds  credited  to  the  account,  and  the  use  from  time  to  time  made  of  those 
funds  was  fully  and  repeatedly  stated  to  the  comptroller.  Two  officers  of  the 
bank  at  the  time  bore  the  name  of  Flather.  If  the  bank  knew  as  much  about 
the  account  as  the  allegation  indicates,  the  court  will  not  assume  that  under 
those  circumstances  it  was  unreasonable  to  call  for  an  expression  of  the  knowl- 
edge and  belief  of  the  officers  of  the  bank  as  to  whom,  between  the  bank  and 
the  persons  named  as  depositors,  the  funds  really  belonged.  Possibly,  If  all  facts 
in  regard  to  the  account  which,  as  the  bill  says,  were  stated  to  the  comptroller 
has  been  stated  in  the  bill  for  the  Information  of  the  court,  a  different  con- 
clusion might  be  reached  ;  but  the  comptroller  did  not  have  the  facts  stated,  and 
having  them  may  well  have  been  justified  in  asking  for  the  best  of  the  knowledge 
and  belief  of  the  officers  as  to  the  ownership  of  this  account,  which  is  not  calling 
for  an  opinion  on  a  question  of  law."  (P.  370.1) 

4.  Time  allowed  bank  by  comptroller  for  furnishing  reports  approved  by 
court. — "  Certain  reports  were  called  for  and  a  time  longer  than  five  days  was 

1  Reference  is  to  page  in  present  printed  hearings. 
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specified  for  some  of  them.  It  is  not  obvious  why  the  bank  should  complain 
of  the  giving  of  a  longer  time.  The  paragraph  also  states  that  compliance  was 
physically  impossible,  but  it  is  not  alleged  that  any  effort  was  made  to  get  an 
extension  of  time,  nor  does  it  state  what  the  demands  were,  so  as  to  permit  the 
court  to  form  any  opinion  as  to  whether  there  was  anything  objectionable  in  the 
demand."     (P.  370.1) 

5.  Comptroller's  demand  for  information  regarding  loans  to  Treasury  officials 
approved. — "  There  was  a  demand  for  information  in  regard  to  loans  made  by 
the  plaintiff,  directly  or  indirectly,  to  Secretaries  of  the  Treasury  and  Assistant 
Secretaries  of  the  Treasury  of  the  United  States,  to  Comptrollers  of  the  Cur- 
rency, to  national-bank  examiners,  and  to  employees  of  the  comptroller's  office. 
The  demand  certainly  can  not  be  considered  an  improper  one,  especially  if  any 
officers  of  the  bank  have  been  officers  since  its  organization,  to  which  time  ref- 
erence is  made  in  the  demand  and  the  facts  in  that  regard  should  be  fully 
stated."     (Pp.  370-371.1) 

6.  Calls  for  special  reports  regarding  commercial  paper  "  clearly  proper.11 — 
"  The  demand  for  information  in  regard  to  commercial  paper  being  carried  by 
plaintiff  was  clearly  proper,  relating,  as  it  did,  to  the  assets  of  the  bank."  (P. 
371.*) 

7.  Bank's  complaint  regarding  special  report  concerning  Government  bonds 
not  supported. — "The  details  of  the  demand  for  a  special  report  in  regard  to 
United  States  bonds  shown  In  the  regular  report  of  the  bank  are  not  sufficiently 
set  forth  to  enable  the  court  to  determine  what  is  complained  of."     (P.  371.1) 

8.  Calls  for  reports  regarding  shares  held  by  directors  appro  red. — "  The  gist 
of  one  of  the  charges  seems  to  be  that  the  comptroller  made  calls  on  a  certain 
national  bank  other  than  the  plaintiff  and  a  certain  trust  company  in  which 
officers  of  the  plaintiff  were  directors  and  that  he  disregarded  the  fact  that 
while  a  national  bank  director  is  required  to  own  10  shares  of  stock,  directors 
of  trust  companies  are  under  no  such  requirement.  The  comptroller  has  a 
right  to  make  an  inquiry  in  regard  to  ownership  of  stock  by  the  directors  of  a 
bank,  and  it  does  not  appear  what  his  demand  for  information  in  regard  to  the 
ownership  of  stock  in  trust  companies  has  to  do  with  this  case  unless  it  be  to 
show  the  malace  charged,  but  the  facts  are  not  set  forth  fully  enough  to  enable 
the  court  to  take  any  action  based  upon  the  alleged  Improper  conduct  of  the 
comptroller.  Moreover,  the  comptroller  has  the  same  powers  over  trust  com- 
panies in  the  District  of  Columbia  as  he  has  over  national  banks.  Code,  sec- 
penditures    *    *    *."     (P.  3711) 

9.  Bank's  objection  to  employment  of  special  examiners  not  sustained. — "  The 
paragraphs  of  the  bill  contain  allegations  that  the  defandant  Williams  said  that 
he  would  not  believe  the  statements  of  the  plaintiff's  officers;  that  certain 
lengthy  examinations  were  made  by  bank  examiners,  and  that  a  bank  examiner 
was  brought  from  without  the  jurisdiction  of  the  District  of  Columbia  and  made 
a  long  examination  of  the  plaintiff's  officers,  are  not  statements  of  facts  enti- 
tling plaintiff's  to  relief."     (P.  371.1) 

10.  Comptroller's  demand  for  printed  copies  of  correspondence  justified. — 
41  The  comptroller  rightly  asked  to  be  informed  in  regard  to  the  expenditure  of 
money  for  printed  copies  of  the  correspondence,  and  for  the  other  information 
on  that  matter  In  order  to  enable  him  to  determine  the  propriety  of  those  ex- 
penditures   *     *     ♦."     (P.  371.*) 

11.  Comptroller  right  in  asking  vrhether  any  of  plaintiffs  books  or  records  had 
been  destroyed. — The  court  also  declared  that  the  comptroller  was  right  when  he 
called  on  the  bank  to  inform  him  "  as  to  whether  or  not  any  of  the  plaintiff's 
books  or  records  had  been  destroyed."     (P.  371.1) 

12.  Comptroller1*  demand  for  information  in  regard  to  "dummy"  or  other 
loans  to  officers  and  employees  was  rightly  made. — ••  The  circumstances  sur- 
rounding the  demands  for  the  failure  to  comply  with  which  the  penalty  of  $5,000 
was  assessed  are  fully  set  forth  above.  That  demand  was  twofold :  First,  for 
information  in  regard  to  all  direct  loans  made  by  the  bank  to  certain  of  its  then 
officers,  and,  second,  for  information  in  regard  to  all  indirect  or  dummy  or  con- 
cealed loans  made  since  the  organization  of  the  bank  for  the  benefit,  directly  or 
indirectly,  of  those  officers,  or  any  of  them,  including  all  loans  for  which  they 
or  any  of  them  had  indorsed  or  for  which  they  had  furnished  the  whole  or  any 
part  of  the  collateral  by  which  loans  to'  any  of  them  were  secured,  and  for  other 
information  as  shown  by  the  quotation  of  said  paragraph  above.  In  the  view 
which  the  court  takes  of  the  power  of  the  comptroller  these  demands  were  en- 
tirely within  his  powers.  The  reply  of  the  bank,  it  will  be  noted,  states  that 
when  the  last  examination  of  the  bank  was  conducted  there  were  no  loans  to 
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the  officers  standing  on  the  books,  and  likewise,  in  regard  to  demand  for  loans 
made  to  them  under  cover,  and  it  is  not  denied  that  the  latter  sort  of  loan  had 
been  made.  Evidently  the  main  contention  sought  to  be  raised  by  the  allegation 
in  this  paragraph  is  that  the  transactions  of  the  sort  referred  to,  having  been 
closed  a  considerable  time  prior  to  the  making  of  the  demand,  were  not  the 
proper  subject  of  inquiry  by  the  comptroller.  The  court  has  indicated  a  view 
to  the  contrary  above  and  it  is  perfectly  obvious  that  as  to  concealed  loans  made 
for  the  benefit  of  the  officers  of  the  bank  no  possible  limit  to  the  scope  of  an  in- 
quiry by  the  comptroller  could  be  reasonably  suggested.  The  bill  alleges  that  a 
bank  examiner  had  gone  over  the  books  back  to  the  date  when  the  plaintiff  be- 
gan to  do  business."     (P.  S71.x) 

13.  Comptroller's  demand  that  bank  submit  correspondence  to  board  of  direc- 
tors upheld. — "  It  is  stated  that  the  comptroller,  in  requiring  that  certain  facts 
be  laid  before  the  board  of  directors,  did  so  for  the  purpose  of  discrediting  the 
plaintiff's  officers  before  the  board  of  directors  and  to  drive  them  from  their 
official  positions.  This  practice  is  practically  approved  by  the  Supreme  Court 
of  the  United  States  in  Jones  National  Bank  v.  Yates  et  al.,  decided  April  3, 
1916,  in  which  case  it  appeared  that  a  letter  from  the  comptroller  '  emphasized 
the  duty  of  the  directors  with  respect  to  the  conduct  of  the  bank's  affairs,  and 
it  concluded  with  a  request  for  a  reply  over  the  directors*  individual  signa- 
tures.'"    (P.  371.1) 

14.  No  foundation  for  bank's  claim  that  comptroller  acted  maliciously. — "  The 
bill  alleges  that  the  acts  of  the  comptroller  were  done  maliciously.  This  Is 
merely  the  statement  of  a  conclusion  of  law  not  admitted  by  demurrer.  Malice 
in  law  means  nothing  more  than  the  intentional  doing  of  a  wrongful  act  without 
justification  and  within  the  meaning  of  the  definitions  such  an  act  is  one  which, 
in  the  ordinary  course,  is  calculated  to  infringe  and  does,  in  fact;  infringe  upon 
the  rights  of  another  to  his  damage  unless  it  be  done  in  the  exercise  of  an  equal 
or  superior  right.  Brennan  v.  United  States  (73  N.  J.  Law,  729).  The  comp- 
troller was  acting  within  his  powers  and  in  performance  of  his  duty  so  far  as 
calling  for  the  reports  is  concerned ;  therefore  as  no  right  of  the  plaintiff  was 
infringed,  he  was  not  acting  maliciously."     (Pp.  271-272.*) 

15.  Bank's  complaint  concerning  Panama  deposits  baseless. — "There  is  a 
complete  failure  to  show  that  for  the  purpose  of  wrecking  the  plaintiff  bank 
the  defendant  took  advantage  of  conditions  arising  out  of  the  war  in  Europe. 
In  fact,  the  plaintiff's  own  specific  allegations  disprove  the  coincidence  on  which 
alone  such  a  charge  could  be  based."     (P.  359.*) 

16.  Criticism  regarding  Red  Cross  deposits  unfounded. — "  There  are  numerous 
allegations  in  the  bill  inserted  apparently  for  the  purpose  of  establishing  malice 
and  showing  a  conspiracy,  notably  that  of  the  action  of  the  comptroller  in  regard 
to  the  Red  Cross  funds,  but  a  reading  of  the  allegations  in  that  regard  show 
satisfactorily  that  defendant  Williams,  as  treasurer  of  the  Red  Cross  funds, 
was  taking  perfectly  proper  steps  to  obtain  the  largest  possible  revenue  from  It 
while  on  deposit.  The  plaintiff  was  given  the  same  opportunity  that  was  given 
to  others  to  have  those  deposits  made  in  its  bank."     (P.  372.x) 

17.  No  support  for  charges  of  hostility  to  bank's  officers. — "Another  allegation 
is  that  the  defendants,  McAdoo  and  Williams,  '  had  in  ways  which  will  be  fully 
detailed  in  the  evidence  to  be  taken  in  this  suit  openly  and  publicly  manifested 
their  personal  malice  toward  certain  of  the  plaintiff's  officers.*  Without  con- 
sidering that  the  plaintiff's  officers  are  not  the  bank  and  that  the  defendant 
might  be  hostile  to  plaintiffs  officers  while  being  solicitous  for  the  welfare  of  the 
stockohlders,  it  is  obvious  that  if  the  plaintiff  wished  any  action  to.be  taken 
based  on  the  existence  of  such  hostility  it  should  have  stated  the  facts  fully 
enough  to  permit  the  court  to  determine  the  existence  of  such  feeling.  The 
other  allegations  inserted  in  the  bill  for  the  purpose  of  showing  malice  do  not 
require  any  special  reference."     (P.  372.1) 

18.  Court  denies  bank's  claim  that  the  $100  per  day  penalty  did  not  apply  to 
special  reports. — "  The,  act  of  March  3,  1869,  section  1,  after  providing  for  five 
regular  reports,  provided  as  follows :  'And  the  comptroller  shall  also  have  power 
to  call  for  special  reports  from  any  particular  association  whenever,  In  his 
judgment,  the  same  shall  be  necessary  in  order  to  a  full  and  complete  knowledge 
of  its  condition. 

"  'Any  association  falling  to  make  and  transmit  any  such  report  shall  be  sub- 
ject to  a  penalty  of  $100  for  each  day  after  five  days  that  such  bank  shall  delay 
to  make  and  transmit  any  report  as  aforesaid.     *    *     V 
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Section  2  of  the  act  provides : 

That,  in  addition  to  said  reports,  each  national-banking  association  shall 
report  to  the  Comptroller  of  the  Currency  the  amount  of  each  dividend  declared 
by  said  association  and  the  amount  of  net  earnings  in  excess  of  said  dividends, 
which  report  shall  be  made  within  two  days  after  the  declaration  of  each  divi- 
dend and  attested  by  the  oath  of  the  president  or  cashier  of  said  association, 
and  a  failure  to  comply  with  the  provisions  of  this  section  shall  subject  such 
association  to  the  penalties  provided  in  the  foregoing  section.' 

"  In  view  of  this  previous  legislation  it  can  not  be  successfully  maintained  that 
Congress  intended,  in  revising  the  statutes,  to  make  any  change  as  to  what  was 
required  nor  as  to  the  penalty  to  be  imposed.  Congress  simply  enacted  in  three 
sections  what  had  previously  been  contained  in  two  sections  of  a  single  act." 
(Pp.  372-373.1) 

19.  Refusal  of  bank'*  officers  to  furnish  data  on  ground  that  to  do  so  would 
incriminate  them  was  unlawful, — "  The  demands  made  by  the  comptroller  were 
that  the  bank  make  certain  reports.  If  the  demand  had  included  the  production 
of  books  and  papers  of  the  plaintiff  the  officers  of  the  bank  would  have  no  privi- 
lege of  refusing  to  produce  them,  because  they  might  contain  matter  which  would 
incriminate  the  officers  or  lead  to  punishment  of  the  corporation.  Hale  v. 
Henkel  (201  U.  S..  42;  Wilson  r.  United  States,  221  U.  S.,  361.)  As  was  stated 
In  the  latter  case,  the  State  has  vlsitorial  powers  over  corporations.  The  fourth 
amendment  of  the  Constitution  protects  a  corporation  against  unreasonable 
searches  and  seizures  but  the  fifth  amendment,  providing  against  compelling 
a  person' to  be  a  witness  against  himself  in  a  criminal  case,  does  not  prevent  the 
compulsory  production  of  the  books  of  the  corporation  by  one  of  its  officers.  So 
here  the  bank  can  not  excuse  its  failure  to  give  a  report  simply  because  any 
of  its  officers  required  to  furnish  it  raise  the  question  of  self-incrimination. 

"  The  plaintiff  can  not  object  to  giving  the  information  demanded  of  it  by  the 
comptroller  nor  urge  any  constitutional  ground  as  a  basis  for  refusing,  having 
accepted  its  charter  under  a  statute  giving  the  right  to  call  for  such  reports." 
(Pp.  373-374.1) 

20.  Comptroller's  refusal  to  approve  Riggs  National  Bank  as  depository  sus- 
tained.— "The  plaintiff  would  have  the  court  enjoin  the  comptroller  from  re- 
voking any  designation  of  the  plaintiff  as  a  depository  and  from  refusing  to 
approve  of  the  bank  as  such.  The  prayer  of  the  bill  also  asks  that  if  the  comp- 
troller has  in  form  revoked  such  designation  or  in  form  refused  such  approval, 
then  that  such  revocation  or  refusal  may  be  decreed  to  be  null  and  void. 

"  It  Is  obvious  that  If  the  court  has  any  power  in  the  premises  there  is  no  state- 
ment of  fact  upon  the  basis  of  which  it  could  act  except  as  far  as  an  allegation  of 
the  comptroller's  alleged  intention  not  to  approve  may  be  an  allegation  of  fact. 
To  enjoin  him  '  from  refusing  to  approve  the  plaintiff's  bank  as  such  a  deposi- 
tory *  can  mean  nothing,  unless  it  be  to  require  the  comptroller  to  approve, 
and  there  being  no  specific  instance  of  an  application  pending  it  amounts  to  ask- 
ing the  court  to  compel  the  comptroller  to  approve  of  any  application.  To  state 
the  request  thus  analyzed  is  to  show  that  it  can  not  be  granted."     (P.  375.1) 

21.  Court  refuses  bank's  petition  that  the  comptroller  be  enjoined  from 
•*  future  violations  of  law. — "  The  plaintiff  seeks  to  have  the  comptroller  enjoined 
generally  from  future  violations  of  the  law  so  for  as  his  acts  might  affect  it 
Such  an  injunction  could  not  be  upheld.  A  court  will  not  stop  an  officer  vested 
with  powers  to  be  exercised  at  his  discretion  from  performing  his  statutory  duty 
for  fear  that  he  should  perform  it  wrongly."     (P.  375/) 

22.  Right  of  comptroller  to  exercise  discretion  as  to  assessment  of  penalty  for 
delay  or  refusal  to  furnish  reports  sustained. — ••  The  purpose  of  the  act  giving 
the  comptroller  power  to  call  for  special  reports  is  obvious.  Supervision  over 
national  banks  is  vested  in  him.  In  order  that  he  may  perform  his  duties  he  is 
given  authority  by  the  section  here  under  consideration  to  call  for  special  reports 
when,  in  his  judgment,  they  are  necessary  to  a  full  and  complete  knowledge 
of  the  condition  of  the  bank.  He  alone  having  power  to  act,  and  therefore  being 
the  only  one  for  whose  benefit  information  is  necessary,  is  the  only  one  to  deter- 
mine that  question,  and  also  whether  his  call  for  a  special  report  has  been 
complied  with.  There  can  be  no  doubt,  then,  of  his  right  to  say  that  the  plaintiff 
has  given  him  the  information  desired,  nor  that,  having  so  announced  to  the 
plaintiff'  the  liability  of  the  latter  to  penalties  ceased  as  of  the  respective  times 
when  the  reports  were  received."     (Pp.  353-354.*) 

CHABGES  RECHLE88LY  MADE — ALL  OVERWHELMINGLY  BEFUTED. 

I  realize  and  regret  that  the  record  has  been  lengthened  to  proportions  taxing 
your  time  and  patience,  but  because  of  the  latitude  granted  those  who  have  made 
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the  officers  standing  on  the  books,  and  likewise,  in  regard  to  demand  for  loans 
made  to  them  under  cover,  and  it  is  not  denied  that  the  latter  sort  of  loan  had 
been  made.  Evidently  the  main  contention  sought  to  be  raised  by  the  allegation 
in  this  paragraph  is  that  the  transactions  of  the  sort  referred  to,  having  been 
closed  a  considerable  time  prior  to  the  making  of  the  demand,  were  not  the 
proper  subject  of  inquiry  by  the  comptroller.  The  court  has  indicated  a  view 
to  the  contrary  above  and  it  is  perfectly  obvious  that  as  to  concealed  loans  made 
for  the  benefit  of  the  officers  of  the  bank  no  possible  limit  to  the  scope  of  an  in- 
quiry by  the  comptroller  could  be  reasonably  suggested.  The  bill  alleges  that  a 
bank  examiner  had  gone  over  the  books  back  to  the  date  when  the  plaintiff  be- 
gan to  do  business."     (P.  371.') 

13.  Comptroller**  demand  that  bank  submit  correspondence  to  board  of  direc- 
tors upheld. — "  It  is  stated  that  the  comptroller,  in  requiring  that  certain  facts 
be  laid  before  the  board  of  directors,  did  so  for  the  purpose  of  discrediting  the 
plaintiff's  officers  before  the  board  of  directors  and  to  drive  them  from  their 
official  positions.  This  practice  is  practically  approved  by  the  Supreme  Court 
of  the  United  States  in  Jones  National  Bank  v.  Yates  et  al.,  decided  April  3, 
1916,  in  which  case  it  appeared  that  a  letter  from  the  comptroller  '  emphasized 
the  duty  of  the  directors  with  respect  to  the  conduct  of  the  bank's  affairs,  and 
it  concluded  with  a  request  for  a  reply  over  the  directors*  individual  signa- 
tures.'"   (P.  371.*) 

14.  No  foundation  for  bank's  claim  that  comptroller  acted  maliciously. — "  The 
bill  alleges  that  the  acts  of  the  comptroller  were  done  maliciously.  This  is 
merely  the  statement  of  a  conclusion  of  law  not  admitted  by  demurrer.  Malice 
in  law  means  nothing  more  than  the  intentional  doing  of  a  wrongful  act  without 
justification  and  within  the  meaning  of  the  definitions  such  an  act  is  one  which, 
in  the  ordinary  course,  is  calculated  to  infringe  and  does,  in  fact,  infringe  upon 
the  rights  of  another  to  his  damage  unless  it  be  done  in  the  exercise  of  an  equal 
or  superior  right.  Brennan  v.  United  States  (73  N.  J.  Law,  729).  The  comp- 
troller was  acting  within  his  powers  and  in  performance  of  his  duty  so  far  as 
calling  for  the  reports  is  concerned ;  therefore  as  no  right  of  the  plaintiff  was 
infringed,  he  was  not  acting  maliciously."     (Pp.  271-272.1) 

15.  Bank's  complaint  concerning  Panama  deposits  baseless. — "There  is  a 
complete  failure  to  show  that  for  the  purpose  of  wrecking  the  plaintiff  bank 
the  defendant  took  advantage  of  conditions  arising  out  of  the  war  In  Europe. 
In  fact,  the  plaintiff's  own  specific  allegations  disprove  the  coincidence  on  which 
alone  such  a  charge  could  be  based."     (P.  359.*) 

16.  Criticism  regarding  Red  Cross  deposits  unfounded. — "  There  are  numerous 
allegations  in  the  bill  inserted  apparently  for  the  purpose  of  establishing  malice 
and  showing  a  conspiracy,  notably  that  of  the  action  of  the  comptroller  in  regard 
to  the  Red  Cross  funds,  but  a  reading  of  the  allegations  in  that  regard  show 
satisfactorily  that  defendant  Williams,  as  treasurer  of  the  Red  Cross  funds, 
was  taking  perfectly  proper  steps  to  obtain  the  largest  possible  revenue  from  it 
while  on  deposit.  The  plaintiff  was  given  the  same  opportunity  that  was  given 
to  others  to  have  those  deposits  made  in  its  bank."     (P.  372.1) 

17.  No  support  for  charges  of  hostility  to  bank's  officers. — "Another  allegation 
is  that  the  defendants,  McAdoo  and  Williams,  '  had  in  ways  which  will  be  fully 
detailed  in  the  evidence  to  be  taken  in  this  suit  openly  and  publicly  manifested 
their  personal  malice  toward  certain  of  the  plaintiffs  officers.'  Without  con- 
sidering that  the  plaintiff's  officers  are  not  the  bank  and  that  the  defendant 
might  be  hostile  to  plaintiff's  officers  while  being  solicitous  for  the  welfare  of  the 
stockohlders,  it  is  obvious  that  if  the  plaintiff  wished  any  action  to.be  taken 
based  on  the  existence  of  such  hostility  it  should  have  stated  the  facts  folly 
enough  to  permit  the  court  to  determine  the  existence  of  such  feeling.  The 
other  allegations  inserted  In  the  bill  for  the  purpose  of  showing  malice  do  not 
require  any  special  reference."    (P.  372.1) 

18.  Court  denies  bank's  claim  that  the  $100  per  day  penalty  did  not  apply  to 
special  reports. — "  The  act  of  March  3,  1869,  section  1,  after  providing  for  five 
regular  reports,  provided  as  follows :  'And  the  comptroller  shall  also  have  power 
to  call  for  special  reports  from  any  particular  association  whenever,  in  his 
judgment,  the  same  shall  be  necessary  in  order  to  a  full  and  complete  knowledge 
of  its  condition. 

"  'Any  association  failing  to  make  and  transmit  any  such  report  shall  be  sub- 
ject to  a  penalty  of  $100  for  each  day  after  five  days  that  such  bank  shall  delay 
to  make  and  transmit  any  report  as  aforesaid.    *    *    V 
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"  Section  2  of  the  act  provides  : 

•4  4  That,  in  addition  to  said  report**,  path  national-banking  association  shall 
report  to  the  Comptroller  of  the  Currency  the  amount  of  each  dividend  declared 
by  said  association  and  the  amount  of  net  earnings  in  excess  of  said  dividends, 
which  report  shall  be  made  within  two  days  after  the  declaration  of  each  divi- 
dend and  attested  by  the  oath  of  the  president  or  cashier  of  said  association, 
und  a  failure  to  comply  with  the  provisions  of  this  section  shall  subject  such 
association  to  the  penalties  provided  in  the  foregoing  section.* 

"  In  view  of  this  previous  legislation  it  can  not  be  successfully  maintained  that 
Congress  intended,  in  revising  the  statutes,  to  make  any  change  as  to  what  was 
required  nor  as  to  the  penalty  to  be  imposed.  Congress  simply  enacted  in  three 
sections  what  had  previously  been  contained  in  two  sections  of  a  single  act." 
(Pp.  372-373.1) 

19.  Refusal  of  bank?*  officers  to  furnish  data  on  ground  that  to  do  so  would 
incriminate  them  was  unlawful. — "  The  demands  made  by  the  comptroller  were 
that  the  bank  make  certain  reports.  If  the  demand  had  included  the  production 
of  books  and  papers  of  the  plaintiff  the  officers  of  the  bank  would  have  no  privi- 
lege of  refusing  to  produce  them,  because  they  might  contain  matter  which  would 
Incriminate  the  officers  or  lead  to  punishment  of  the  corporation.  Hale  v. 
Henkel  (201  U.  S..  42;  Wilson  r.  United  States,  221  U.  S.,  361.)  As  was  stated 
in  the  latter  case,  the  State  has  visitorial  powers  over  corporations.  The  fourth 
amendment  of  the  Constitution  protects  a  corporation  against  unreasonable 
searches  and  seizures  but  the  fifth  amendment,  providing  against  compelling 
a  person' to  be  a  witness  against  himself- in  a  criminal  case,  does  not  prevent  the 
compulsory  production  of  the  books  of  the  corporation  by  one  of  its  officers.  So 
here  the  bank  can  not  excuse  its  failure  to  give  a  report  simply  because  any 
of  its  officers  required  to  furnish  it  raise  the  question  of  self-incrimination. 

"  The  plaintiff  can  not  object  to  giving  the  information  demanded  of  it  by  the 
comptroller  nor  urge  any  constitutional  ground  as  a  basis  for  refusing,  having 
accepted  its  charter  under  a  statute  giving  the  right  to  call  for  such  reports." 
(Pp.  373-374.*) 

20.  Comptroller's  refusal  to  approve  Riggs  National  Bank  as  depository  sus- 
tained.— "The  plaintiff  would  have  the  court  enjoin  the  comptroller  from  re- 
voking any  designation  of  the  plaintiff  as  a  depository  and  from  refusing  to 
approve  of  the  bank  as  such.  The  prayer  of  the  bill  also  asks  that  if  the  comp- 
troller has  in  form  revoked  such  designation  or  in  form  refused  such  approval, 
then  that  such  revocation  or  refusal  may  be  decreed  to  be  null  and  void. 

"  It  Is  obvious  that  if  the  court  has  any  power  in  the  premises  there  is  no  state- 
ment of  fact  upon  the  basis  of  which  it  could  act  except  as  far  as  an  allegation  of 
the  comptroller's  alleged  intention  not  to  approve  may  be  an  allegation  of  fact. 
To  enjoin  him  '  from  refusing  to  approve  the  plaintiff's  bank  as  such  a  deposi- 
tory '  can  mean  nothing,  unless  it  be  to  require  the  comptroller  to  approve, 
and  there  being  no  specific  instance  of  an  application  pending  it  amounts  to  ask- 
ing the  court  to  compel  the  comptroller  to  approve  of  any  application.  To  state 
the  request  thus  analyzed  is  to  show  that  it  can  not  be  granted."     (P.  375.1) 

21.  Court  refuses  bank's  petition  that  the  comptroller  be  enjoined  from 
-  future  violations  of  law. — "  The  plaintiff  seeks  to  have  the  comptroller  enjoined 
generally  from  future  violations  of  the  law  so  far  as  his  acts  might  affect  it 
Such  an  injunction  could  not  be  upheld.  A  court  will  not  stop  an  officer  vested 
with  powers  to  be  exercised  at  his  discretion  from  performing  his  statutory  duty 
for  fear  that  he  should  perform  it  wrongly."     (P.  375.1) 

22.  Right  of  comptroller  to  exercise  discretion  as  to  assessment  of  penalty  for 
delay  or  refusal  to  furnish  reports  sustained. — ••  The  purpose  of  the  act  giving 
the  comptroller  power  to  call  for  special  reports  is  obvious.  Supervision  over 
national  banks  is  vested  in  him.  In  order  that  he  may  perform  his  duties  he  is 
given  authority  by  the  section  here  under  consideration  to  call  for  special  reports 
when,  in  his  judgment,  they  are  necessary  to  a  full  and  complete  knowledge 
of  the  condition  of  the  bank.  He  alone  having  power  to  act,  and  therefore  being 
the  only  one  for  whose  benefit  information  is  necessary,  is  the  only  one  to  deter- 
mine that  question,  and  also  whether  his  call  for  a  special  report  has  been 
complied  with.  There  can  be  no  doubt,  then,  of  his  right  to  say  that  the  plaintiff 
has  given  him  the  information  desired,  nor  that,  having  so  announced  to  the 
plaintiff' the  liability  of  the  latter  to  penalties  ceased  as  of  the  respective  times 
when  the  reports  were  received."     (Pp.  353-354.1) 

CHARGES  BECHLE88LY  MADE — ALL  OVERWHELMINGLY  BEFITTED. 

I  realize  and  regret  that  the  record  has  been  lengthened  to  proportions  taxing 
your  time  and  patience,  but  because  of  the  latitude  granted  those  who  have  made 
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wanton  charges  against  me  this  has  seemed  necessary  for  my  protection.  From 
my  point  of  view  I  have  been  vindictively  and  remorselessly  assailed.  Every 
available  weapon,  person,  and  method  for  attacking  my  character  as  a  man  and 
reputation  as  an  official  before  your  committee,  the  Senate,  nnd  the  public  has 
been  used  with  eager  malice.  Each  accusation  or  suggestion  presented  against 
me  has  been  spread  assiduously  through  the  newspapers. 

One  drafted — and  contradicted — witness  from  25,000  national-bank  officers. — 
But  despite  the  sinister  and  reckless  efforts  of  the  malicious,  unscrupulous  few 
I  direct  your  attention  to  the  deeply  significant  fact  that  not  one  of  the  25,000 
executive  officers  or  85,000  employees,  including  officers,  of  nearly  8,000  national 
banks  of  the  country  under  my  supervision  has  appeared  voluntarily  before 
your  committee  to  oppose  my  confirmation,  and  even  in  response  to  summons  by 
your  committee  only  one  national  bank  executive  has  appeared  before  you  thus 
far  to  oppose,  although  these  hearings  have  been  now  going  on  at  intervals  for 
more  than  six  months.  The  testimony  of  that  one  national-bank  official  who  did 
appear  has  been  proven  to  have  been  disingenuous  and  without  foundation  from 
start  to  finish. 

The  hope  of  my  assailant  seems  to  have  been  the  Riggs  Bank  case.  Mr. 
Hogan,  former  attorney  of  the  Riggs  Bank,  whose  false  and  shameless  testimony 
I  have  now  fully  reviewed,  came,  as  he  admits,  by  special  request,  solicited  by 
ex-Senator  Weeks,  whose  '•  fake  "  resolution  of  a  "  clearing  house  "  which  never 
existed,  presented  by  Mr.  Weeks  before  this  honorable  committee,  I  have  already 
exposed. 

I  understand  that  Mr.  Hogan  came  also  pursuant  to  plans  of  a  certain  official 
of  the  Riggs  Bank  who  was  indicted  for  perjury  for  signing  the  affidavit  prepared 
for  him  by  Mr.  Hogan.  That  same  official  of  the  Riggs  Bank.  I  also  understand, 
furnished  ex-Senator  Weeks  the  4-year-old  60,000  word  diatribe  against  the 
comptroller's  office,  which  the  ex-Senator  inserted  in  the  record  lu  February, 
but  which  was  prepared  by  the  newspaper  man  Hill,  whom  the  Riggs  Bank  had 
employed  as  their  publicity  agent  in  the  Riggs  equity  suit,  and  of  whose  disrepu- 
table work  your  committee  has  already  been  advised. 

The  few  witneases  who  have  been  "  drummed  up "  and  thrust  forward  by 
hidden  hands  and  who  have  consumed  the  valuable  time  of  your  committee  have, 
it  seems,  tried  to  offset  their  numerical  inferiority  by  the  abundance  of  venom, 
malice,  and  slander  which  they  have  poured  without  stint. 

Submission  of  details  of  facts  made  necessary  by  method  of  attack. — Mr. 
Chairman,  the  vindication  of  my  name  and  motives  is  immeasurably  more  im- 
portant to  me  than  confirmation  and  further  service  as  Comptroller  of  the  Cur- 
rency. I  have  that  vindication — even  at  the  cost  of  much  labor  to  myself  and  In- 
convenience to  others — not  only  to  my  own  self-respect,  but  to  the  President  and  to 
the  two  Secretaries  of  the  Treasury  who  have  honored  me  with  their  confidence. 
Truth  may  not  overtake  a  He,  but  may  outlive  it.  This  record  is  the  only  means 
by  which  I  can  put  what  seems  to  me  to  be  absolutely  established  and  indis- 
putable truth  in  such  enduring  and  definite  form  that  it  will  live  to  speak  for 
itself  and  for  me  hereafter.  Therefore  I  desire  to  have  in  the  record  the  full. 
whole  truth  on  every  point  and  detail,  large  and  small,  set  forth  as  clearly  as  I 
can  present  it 

My  endeavor  has  been  to  search  out,  meet,  and  contradict  every  charge  that 
has  been  uttered  or  written  against  me  and  to  prove  that  it  was  not  only  false- 
hood, but  falsehood  incited  by  hate  and  by  lust  for  vengeance,  and  that  the 
whole  proceeding  has  been  a  malign  and  impudent  attempt  to  use  your  com- 
mittee to  gratify  the  animosity  of  detected  and  bafflled  lawbreakers.  I  believe 
that  in  this  endeavor  I  have  succeeded. 

I  respectfully  ask  that  this  letter  be  printed  in  the  record  with  the  cor- 
respondence and  other  inclosures  referred  to  above,  which  I  hand  you  herewith. 

Faithfully,  yours, 

John  Skelton  Williams. 

I  take  advantage  of  this  opportunity  to  include  and  call  special  attention  to 
the  following  extracts  from  letters  which  I  wrote  the  Banking  and  Currency 
Committee  of  the  United  States  Senate  July  29  and  August  1,  1919,  which  also 
relate  to  the  Riggs  Bank  case  and  the  misstatements  before  that  committee  by 
the  bank's  former  attorney,  Mr.  Hogan ;  and  which  illustrate  the  rank  favoritism 
which  that  bank  enjoyed  during  the  many  years  it  persistently  defied  the  bank- 
ing laws  and  the  comptroller's  regulations. 
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FBOM  COMPTROLLER'S  LBTTEB  TO  SENATE  COMMITTEE  OF  JULY   29,   1019. 
******* 

4,At  the  hearings  before  your  committee  on  July  24,  1919,  I  stated  to  your 
committee  that  despite  Mr.  Hogan's  positive  deuial  that  the  Riggs  National 
Bank  had  in  past  years  enjoyed  special  favors  from  the  Treasury  Department, 
the  indisputable  records  of  the  office  prove  that  his  denial  was  wholly  untrue 
and  that  in  many  ways  the  Riggs  National  Bank  had  been  favored,  and  to  a 
very  remarkable  degree. 

44 1  also  stated  that  there  had  not  only  been  discrimination  in  favor  of  the 
Riggs  National  Bank  in  the  matter  of  Government  deposits,  but  that  the  bank 
had  enjoyed  special  favors  in  the  matter  of  obtaining  Information  and  data  from 
the  various  bureaus  of  the  Treasury ,  and  I  referred  to  an  incident  in  connection 
with  my  examinations  of  the  bank  where  it  had  been  discovered  that  a  copy  of 
a  certain  confidential  document  intended  only  for  national  bank  examiners  had 
passed  into  the  possession  of  the  Riggs  Bank.  I  stated  that  if  you  desired  I 
would  be  pleased  to  furnish  you  further  information  In  regard  to  that  incident. 
You  requested  that  I  do  so.  I  now  have  the  pleasure  of  handing  you  a  copy  of  a 
letter  which,  as  Comptroller  of  the  Currency,  I  addressed  onf  October  9,  1915,  to 
Vice  President  Alles  of  the  Riggs  National  Bank,  which  was  as  follows: 

44  Treasury  Department, 
"  Washington,  D.  C,  October  9,  1915. 
44  Mr.  M.  E.  Aileh. 

44  Vice  President  Riggs  National  Bank,  Washington,  D.  C. 

44  Sir  :  The  records  show  that  some  time  ago,  as  vice  president  of  the  Riggs 
National  Bank,  you  wrote  a  letter  to  an  officer  of  the  National  City  Bank,  of 
which  you  were  also  an  employee,  in  which  you  said : 

M  •  I  am  sending  you  herewith  a  copy  of  the  comptroller's  pamphlet,  Defalca- 
tions and  Methods  of  Concealment.' 

"  That  pamphlet  was  a  confidential  communication  issued  by  the  office  of  the 
Comptroller  of  the  Currency  for  the  instruction  of  national  bank  examiners 
only.  There  was  printed  across  the  face  of  the  pamphlet  a  statement  which 
recited  that — 

44  *  This  is  a  confidential  publication  which  has  been  compiled  for  the  use  of 
bank  examiners,  and  is  to  be  returned  to  the  Comptroller  of  the  Currency  by 
the  recipient  when  the  service  of  the  examiner  is  terminated.' 

44  There  can,  therefore,  be  no  question  but  that  you  knew  that  this  was  a  con- 
fidential document,  published  with  the  intention  that  it  should  not  go  out  of 
the  possession  of  the  comptroller's  office  or  its  examiners. 

44  You  are  requested  to  inform  this  office  immediately  how,  when,  and  through 
whom  you  obtained  this  document,  the  property  of  this  office. 

44  In  the  letter  in  which  you  conveyed  this  pamphlet  to  an  officer  of  the 
National  City  Bank  of  New  York  you  said : 

44  4  The  instructions  to  examiners  are  of  a  very  confidential  character,  and  I 
was  unable  to  obtain  them  to-day.  I  think  perhaps  it  may  be  possible  to  do  so 
another  time,  however,  and  I  will  make  an  effort  early  next  week  to  get  hold 
of  a  set  for  you.' 

**  You  are  requested  to  inform  this  office  at  once  whether  the  set  of  '  instruc- 
tions to  examiners/  which  you  admit  that  you  clearly  knew  were  4of  a  very 
confidential  character.'  was  obtained  eventually  by,  for,  or  through  you  and 
transmitted  to  the  National  City  Bank  or  to  any  of  its  officers. 

44  If  you  succeed  in  getting  possession  of  the  documents  referred  to,  you  are 
requested  to  inform  this  office  promptly  how,  when,  and  through  whom  these 
confidential  papers  of  the  comptroller's  office  were  secured  by  or  for  you  and 
to  return  them  at  once  to  the  office  of  the  Comptroller  of  the  Currency. 
44  Respectfully, 

"John  Skelton  Williams, 
♦  "Comptroller  of  the  Currency. 

H I  do  not  find  Mr.  Ailes's  reply  to  the  foregoing  letter  in  the  files.  My  recol- 
lection is  that  the  explanation  he  offered  was  that  the  confidential  document 
referred  to  had  been  given  to  him  by  one  of  my  predecessors  in  office. 

*  *  *  *  *  *  * 

44  In  my  statement  before  your  committee  on  the  25th  Instant  in  connection 
With  the  activities  of  the  newspaper  man,  George  G.  Hill  (p.  578,  printed  hear- 
ings), I  referred  incidentally  to  the  secret  propaganda  being  conducted  against 
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me,  apparently  originating  in  Washington,  but  with  various  ramifications.  In 
support  of  my  assertion  I  now  respectfully  submit  three  articles  from  obscure 
newspapers  in  three  States,  all  identically  alike  and  evidently  prepared  and 
sent  out  by  the  same  Journalistic  genius.  Their  contents,  as  you  will  observe, 
are  of  such  coarsely  vulgar  character  that  I  would  not  ask  any  man  to  read 
them  except  as  evidence. 

"  Obviously  somebody  is  spending  money  in  hiring  cheap  and  obscure  hang- 
ers-on  of  Journalism  to  assail  me.  This  seems  to  be  a  revival  of  the  ancient 
practice  of  employing  professional  assassins  to  wreak  private  vengeance,  only 
lacking  the  personal  perils  and  elements  of  tragedy  which  gave  that  system  at 
least  a  suggestion  of  dignity.  I  wlU  not  ask  you  to  cumber  the  records  with 
these  editorials,  but  present  them  for  the  Inspection  of  your  committee. 

"  I  respectfully  ask  that  this  letter  be  printed  in  the  record  of  these 
hearings." 

FROM    COMPTROLLER'S    LETTER   TO    SENATE    COMMITTEE   OF    AUGUST    1,    1919. 

"  In  my  letter  to  you  of  the  29th  ultimo  I  submitted,  in  reply  to  an  inquiry 
from  you,  figures  to  show  that  from  June,  1904,  to  June,  1914,  the  percentage 
of  increase  in  the  resources  of  the  Riggs  National  Bank  had  amounted  to  only 
about  one-fourth  of  the  percentage  of  increase  which  had  taken  place  in  the 
same  period  in  all  the  other  national  banks  throughout  the  country. 

"  In  the  same  letter  I  pointed  out  that  the  Riggs  National  Bank  had  been 
required,  in  1914,  by  the  comptroller's  office,  to  desist  from  their  irregular  and 
unlawful  operations,  and  that  after  the  officers  of  the  bank  had  been  required 
to  confine  their  time  and  Attention  more  closely  to  the  legitimate  business  of  a 
national  bank  the  resources  of  the  Riggs  National  Bank  had  in  the  five-year 
period  from  June,  1914,  to  May,  1919,  increased  83.29  per  cent,  against  an 
increase  in  the  resources  of  all  the  national  banks  In  the  country  of  81.37 
per  cent. 

44 1  understand  that  the  question  has  also  been  raised  as  to  whether  or  not 
the  increase  in  resources  of  18.64  per  cent  shown  by  the  Riggs  National  Bank 
between  June,  1904,  and  June,  1914,  was  out  of  line  with  the  increase  shown 
by  all  the  other  banks  In  the  District  of  Columbia  for  that  same  period. 

44  In  reply  to  that  suggestion  I  have  the  honor  to  advise  you  that  the  records 
give  the  following  figures : 

44 Against  an  Increase  In  total  resources  from  June,  1904,  to  June,  1914,  of  the 
Riggs  National  Bank  of  18.64  per  cent,  we  find  that  the  total  resources  of  all 
other  banks  in  the  District  of  Columbia  for  the  same  period  increased  114.7 
per  cent. 

"  Which  means  that  the  percentage  of  increase  in  resources  from  1904  to  1914 
of  all  the  other  banks  in  the  District  of  Columbia  was  more  than  six  times  as 
great  as  the  percentage  of  increase  shown  by  the  Riggs  Bank  during  that  period. 

HANK    FATTENED    FROM    GOVERNMENT    SPOON. 

44  It  is  true  that  the  Riggs  National  Bank  made  large  earnings  in  those  years, 
but  those  big  earnings  are  traceable  very  largely  or  mainly  to  the  favoritism 
which  the  bank  enjoyed  from  the  Treasury  Department  in  many  ways.  The 
records  show  clearly  that  a  large  part  of  the  dividends  paid  by  the  Riggs  Bank 
on  its  capital  stock  from  1904  to  1914  was  directly  due  to  the  large  profits  which 
the  bank  derived  from  *  grossly  abnormal  *  proportions  of  Government  funds 
placed  with  It  without  interest  during  those  years  through  favoritism  or  the 
exercise  of  special  influence. 


UNITED  STATES   DEPOSITS   IN   RIGGS  BANK    HAD   AVERAGED   MORE   THAN   SEVEN 

AS  MUCH  AS  UNITED  STATES  DEPOSITS  IN  ALL  OTHER  LOCAL  BANK8  COMBINED. 

"  In  this  connection  I  invite  your  attention  to  a  paragraph  in  Secretary 
McAdoo's  affidavit  in  the  Riggs  equity  case,  In  which  he  said  (p.  540  of  February 
hearings  before  the  committee) : 

44  *  The  total  deposits  of  the  plaintiff  bank,  exclusive  of  Government  funds,  on 
April  9,  1903,  were  approximately  $7,381,912.20.  The  proportion  of  Government 
funds  to  total  deposits  and  to  the  then  capital  and  surplus  Of  the  bank  ($900,000) 
was  grossly  abnormal  and  unprecedented.     •    *    • 

" '  During  that  time  there  were  11  national  banks  In  the  city  of  Washington, 
and  the  deposits  of  the  plaintiff  bank  averaged  not  exceeding  39  per  cent  of  the 
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total  average  deposits  of  said  national  banks.  The  total  deposits  of  Govern- 
ment funds  in  all  of  the  remaining  national  banks  of  Washington  during  said 
period  averaged  approximately  $278,874. 

'"The  average  balance  of  Government  funds  on  deposit  with  the  plaintiff 
bank  from  the  time  the  said  Ailes  became  connected  with  the  bank,  in  April, 
1903,  until  March,  1907,  was  $2,081,957. 

"The  whole  record,  Mr.  Chairman,  presents  a  complete  and  overwhelming 
refutation  of  Mr.  Hogan's  reckless  but  deliberate  and  brazen  denial  made  in 
his  testimony  before  your  committee  on  the  9th  ultimo  (p.  99).  At  that  time, 
In  response  to  Senator  Frelinghuysen's  question : 

"  *Is  there  anything  in  the  record  which  shows  undue  favoritism  by  previous 
administrations  to  the  Riggs  Bank  or  any  other  bank?' 

"Mr.  Hogan  unblushingly  and  with  the  same  disregard  for  the  truth  which 
had  characterized  his  preparation  of  the  affidavit  which  resulted  in  the  indict- 
ment for  perjury  of  three  of  the  Riggs'  officers,  answered : 

"  There  is  not.' 

"I  respectfully  ask  that  this  complete  letter  be  printed  in  the  record  of  these 
hearings  as  supplementary  to  my  letter  to  you  of  July  29,  1919." 

MB.   HOGAN  CONDUCTS  PROPAGANDA. 

Since  writing  my  letter  of  the  12th  Instant  to  Chairman  McLean  of  the  Bank- 
ing and  Currency  Committee,  which  is  printed  above,  my  attention  has  been 
called  to  the  propaganda  which  it  appears  is  being  conducted  by  Mr.  F.  J. 
Hogan,  former  attorney  for  the  Riggs  Bank,  whose  untrue  and  malicious  state- 
ments before  the  Senate  committee  I  have  already  exposed. 

Under  date  of  August  6,  1919,  Mr.  Hogan  appears  to  have  disseminated  over 
his  signature  a  letter  calling  attention  to  what  he  describes  as  "a  most  intelli- 
gent analysis"  of  the  Riggs  Bank  controversy,  but  which  is  merely  a  biased 
newspaper  report  of  his  false  testimony  before  the  Senate  committee  and  a 
"write  up"  of  himself  as  printed  in  two  editions  of  small  financial  weekly  pub- 
lished in  Boston,  one  of  which  articles  he  appears  to  have  had  reprinted,  either 
at  his  own  expense  or  at  the  expense  of  the  interests  who  are  cooperating  with 
him  in  his  propaganda. 

These  articles,  mainly  a  rehash  of  his  untrue  testimony  which  has  already 
been  answered  by  me,  need  no  further  reply.  They  are  not  only  obvious  propa- 
ganda, but  ignorant  propaganda.  The  most  interesting  point  is  the  optimistic 
promise  that  Congressman  McFadden,  of  Pennsylvania,  was  to  appear  before 
the  Senate  committee  to  testify  against  the  comptroller.  As  this  promise  was 
not  verified,  it  seems  to  be  evident  that  Mr.  McFadden  underwent  some  change 
of  mind.  Presumably  he  decided  to  fall  back  into  the  ranks  of  the  "25,000 
banks  more  or  less"  described  by  Mr.  Hogan's  admiring  newspaper  friend  as 
abject  slaves  of  the  comptroller,  "cringing  from  the  fear  of  his  blows,  like  a 
parcel  of  children  terror  stricken  by  some  local  bully" — so  the  editor  of  the 
publication,  purporting  to  be  for  American  financiers,  described  them. 

FALSE  PROPHET  PREDICTS  DECLINE  IN    NATIONAL  BANKS. 

In  his  same  communication,  under  date  of  the  6th  instant,  Mr.  Hogan  dis- 
tributed a  copy  of  a  letter  which  he  says  was  addressed  to  tbe  Comptroller  of 
the  Currency  on  July  10,  1916,  by  an  official  of  a  small  State  bank  in  North 
Dakota,  in  which  that  banker  insinuates  or  charges  that  the  Comptroller  of 
the  Currency  is  responsible  for  "the  numerous  conversions  of  national  banks 
into  State  banks  now  taking  place  throughout  the  country,  which  must  result 
in  a  further  weakening  of  the  Federal  reserve  system." 

It  also  Intimates  that  the  Comptroller  of  the  Currency  is  responsible  for  the 
failure  of  eligible  State  banks  to  join  the  Federal  reserve  system. 

A  THREE- YEAR-OLD   COMPLAINT  REVIVED  AND  KILLED. 

Mr.  Hogan  is  manifestly  hard  pressed  for  ammunition  when  the  best  that  he 
can  do  in  his  effort  to  find  some  one  making  complaints  against  the  comp- 
troller's office  is  to  go.  back  more  than  three  years  and  resurrect,  from  an  un- 
stated and  unknown  though  suspected  source,  an  unfounded  attack  by  an  official 
of  a  State  bank  ($50,000  capital)  from  North  Dakota,  never  directly  or  indi- 
rectly under  the  comptroller's  supervision.  The  facts  and  records,  however,  to 
which  I  ask  your  attention,  demolish  the  complaints  of  that  State  banker. 
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WITH  STATE  BANKS  JOINING  BESOUBCK8  OF  FEDKBAL  RESERVE  MEMBER  BANKS  DOUBLE, 

At  the  time  the  North  Dakota  banker  made  his  gloomy  forecast  concerning 
the  determination  of  banks  to  refrain  from  joining  the  Federal  Reserve  System 
there  were  only  35  State  bank  members  of  the  Federal  Reserve  System,  with 
resources  of  $531,000,000.  Since  then  a  large  proportion  of  the  principal  State 
banks  and  trust  companies  of  the  country  have  joined  the  system,  and  the  num- 
ber of  State  bank  and  trust  company  members  now  is  1,094,  with  resources  of 
$8,110,000,000 ;  and  the  total  resources  of  all  national  and  State  bank  members 
of  the  Federal  Reserve  System,  which  on  June  30,  1916,  amounted  to  $14,450,- 
000,000,  is  now  $28,900,000,000— an  increase  of  100  per  cent  in  the  three  years 
since  the  State  bank  official  made  his  pessimistic  forecast. 

The  emptiness  of  the  North  Dakota  banker's  forebodings  as  to  national  banks 
leaving  the  system  is  also  shown  by  the  records.  Between  July  1,  1916,  and 
August  15, 1919,  560  new  national  banks  have  been  chartered,  and  603  of  the  ex- 
isting  national  banks  have  Increased  their  capital.  The  actual  net  Increase  in 
the  capital,  surplus,  and  undivided  profits  of  national  banks  in  the  United 
States  from  July  1, 1916,  to  July  1, 1919,  was  over  $260,000,000. 

UNPRECEDENTED  RECORD  OF  NATIONAL  BANKS  UN  DEB  PRESENT  ADMINISTRATION. 

The  returns  of  our  national  banks  as  of  June  30,  1919.  just  compiled,  show 
resources  of  $20,799,000,000. 

The  increase  in  the  resources  of  the  national  banks  of  the  country  in  the  past 
6  years,  under  the  present  administration,  has  been  greater  than  the  increase 
in  the  preceding  47  years. 

Since  January  1,  1918,  covering  approximately  10  months  of  the  strain  and 
shock  of  war,  and  10  months  of  the  trials  of  the  reconstruction  period,  there 
have  been  two  national  bank  failures  in  the  entire  United  States — an  average 
of  one  failure  each  10  months.  In  the  25-year  period  prior  to  the  present  ad- 
ministration the  failure  of  national  banks  averaged  about  18  per  annum,  or,  say. 
1  every  20  days. 

Not  only  have  there  been  fewer  national  bank  failures  than  ever  before  in  the 
history  of  the  national  banking  system,  but  the  records  show  that  of  the  op- 
tional banks  which  have  failed  during  the  administration  of  the  present  Comp- 
troller of  the  Currency  approximately  60  per  cent  have  either  been  restored  to 
solvency,  have  paid  their  depositors  100  cents  on  the  dollar  or  are  expecting  to 
do  so,  whereas  in  the  nearly  50  years  prior  to  the  incumbency  of  the  proseat 
comptroller  only  about  35  per  cent  of  the  failed  banks  paid  their  depositors 
in  full. 

It  is  deeply  gratifying  to  me  to  be  able  to  point  to  the  record  which  tells  us 
that  in  Immunity  from  failure  the  showing  of  the  national  banks  since  January 
1,  1918,  has  been  twenty  times,  or  2,000  per  cent  better  than  for  the  period  of 
25  years  Immediately  preceding  the  present  administration. 

Furthermore,  the  net  profits  of  the  national  banks  for  the  year  ending  Decem- 
ber 31,  1918,  amounted  to  $223,531,000 — the  greatest  ever  recorded — compared 
with  212  millions  in  the  fiscal  year  ending  June  30,  1918 ;  194  millions  for  1917 ; 
157  millions  for  1916 ;  and  127  millions  for  1915. 

This  great  Increase  in  banking  power  and  resources  and  in  profits  has  been 
accomplished  contemporaneously  with  a  marked  reduction  in  the  rates  of  inter- 
est charged  to  the  public  in  all  parts  of  the  country  and  with  the  elimination  of 
many  unlawful  and  Irregular  practices  which  formerly  prevailed. 

John  Skrxton  Williams. 
August  26,  1919. 


Tbeasuby  Department, 
Office  of  the  Comptroller  ok  the  Currency, 

Washington,  August  SO,  1919. 
Hon.  George  P.  McLean,  United  States  Senator, 

Chairman,  Banking  and  Currency  Committee, 

Washington,  D.  C. 

Sir:  In  my  statement  to  your  committee  on  July  26,  1919,  I  called  attention 

to  loans  which  I  had  understood  from  the  report  made  by  Examiner  Owen  T. 

Reeves  of  May  22,  1906,  were  outstanding  at  that  time  to  various  officers 

and  employees  of  the  Bank,  including  Vice  President  Ailes  $34,788;  Assistant 


NOMINATION   OF   JOHN   SKELTON  WILLIAMS.  809 

Cashier  W.  J.  Flather,  $74,000;  Assistant  Cashier  H.  H.  Flather,  $47,587; 
Paying  Teller  Rittenhouse,  $600;  Paying  Teller  Kindelberger,  $40;  Receiving 
Teller  Nevins,  $1,905;  Ladies'  Teller  Bestor,  $56,500;  Exchange  Teller  E.  D. 
Flather,  $3,010;  Note  Teller  Gleseking,  $28,000;  and  to  General  Bookkeeper 
Evans,  $11,039;  and  to  34  bookkeepers  and  others,  $101,095. 

A  closer  examination  of  Examiner  Reeves*  report  indicates  that  the  Item 
of  "$101,095  to  34  bookkeepers  and  others"  should  not  have  been  embraced 
in  that  table,  and  their  iucluslon  there  was  through  error  In  transposing.  I, 
therefore,  make  this  correction.  The  total  loans  to  officers  and  employees  as 
of  May  27,  1906,  as  shown  by  the  books,  should,  therefore,  be  $257,421  instead 
of  $358*516.  The  national  bank  examiners'  reports  on  the  RIggs  National 
Bank  had  for  a  long  period  of  years,  shown  repeatedly  unusually  large  loans 
made  to  its  officers,  directors  and  employees.  For  instance,  at  the  examina- 
tion on  April  25,  1905,  a  year  prior  to  the  examination  above  referred  to, 
tbe  examiner  had  reported  the  bank  as  lending  to  its  Ladies'  Teller,  whose 
salary  was  $1,800  per  annum,  $45,100;  to  its  Note  Teller,  salary  $2,000,  the 
sum  of  $14,400 ;  to  its  Exchange  Teller,  with  salary  of  $1,700,  loans  of  $17,807 ; 
to  its  Receiving  Teller,  with  a  $1,700  salary,  the  sum  of  $8,506;  and  to  Its 
Paying  Teller,  whose  salary  was  $2,000,  the  bank  was  then  lending  $18,200. 

These  loans  to  inside  men — employees,  officers,  and  directors — increased  rather 
than  diminished  as  the  years  went  on.  On  May  15, 1913,  the  loans  to  the  insiders 
(including  over  $43,000  of  "dummy  "  loans  for  the  benefit  of  the  vice  president 
and  the  cashier,  though  not  recognized  as  such  by  the  examiner)  aggregated 
over  $805,000,  as  evidenced  by  the  report  of  Examiner  Hann,  whose  examination 
was  so  extolled  by  Mr.  Hogan,  and  whom  Mr.  Hogan.boastingly  declared  had 
certified  in  his  report  that  the  books  showed  the  bank's  real  condition.  That 
statement  was  incorrect,  for  the  bank  had  effectually  concealed  from  the  ex- 
aminer, for  instance,  those  "  dummy  "  loans,  which  were  at  that  very  time  in 
the  bank,  though  the  examiner,  Ignorant  of  their  real  status,  had  not  shown 
them  in  loans  to  officers.  Those  particular  "  dummy  "  loans  had  been  in  the 
bank  for  several  years. 

Please  allow  me  to  take  advantage  of  this  opportunity  to  correct  the  misleading 
and  unwarranted  statement  made  before  your  committee  by  Mr.  F.  J.  Hogan 
on  July  10,  in  which  he  attempted  to  justify  or  palliate  the  irregular  stock  opera- 
tions of  the  Riggs  Bank  by  claiming  that  11  other  national  banks  In  the  District 
of  Columbia  all  had  "  similar  "  accounts  with  the  brokerage  firm  of  Lewis  John- 
son &  Co.  That  statement  is  untrue  and  was,  I  believe,  made  for  the  purpose 
of  misleading  your  committee.  The  fact  is  that  no  other  national  bank  in  the 
District,  as  far  as  the  records  of  this  office  go  or  the  national-bank  examiners 
have  ever  been  able  to  discover,  were  ever  conducting  operations  with  the  firm 
of  Lewis  Johnson  &  Co.,  or  any  other  brokerage  firm,  "  similar  "  to  those  carried 
on  by  the  Riggs  Bank  with  that  firm.  This  record  contains  copies  of  newspaper 
advertisements  by  the  Riggs  Bank  relative  to  the  stock  business  it  was  conduct- 
ing, and  I  do  not  believe  you  will  find  anyone,  unless  it  be  Mr.  Hogan,  so  reckless 
as  to  charge  the  cashier  of  any  other  bank  of  systematically  defrauding  the 
bank's  customers  by  "  bucketing  "  the  orders  of  customers ;  nor  do  I  believe  you 
will  find  that  any  other  Washington  national-bank  cashier  or  other' official  out- 
side of  the  Riggs  Bank  was  speculating  with  Lewis  Johnson  &  Co.,  and  carrying 
their  account  on  the  broker's  books  under  an  alias  or  fictitious  name,  as  the 
bank  examiners  inform  me  was  done  by  the  cashier  of  that  bank. 

In  corroboration  of  these  statements  I  ask  your  attention  to  the  following  let- 
ter, which  I  received  from  National  Bank  Examiner  Trimble  under  date  of  July 
31,  1919 : 

"  Hon.  Comptroller  of  the  Currency, 

Washington,  D.  C. 

'*  Sir  :  On  July  10,  on  page  131  of  the  hearings  before  the  Committee  on  Bank- 
ing and  Currency,  Mr.  Frank  J.  Hogan  made  the  following  statement : 

"'I  digress  to  tell  you  Senators  that  it  developed  in  the  sworn  testimony 
brought  out  in  the  criminal  case  that  11  national  banks  in  the  District  of 
Columbia  all  had  similar  accounts  with  Lewis  Johnson  &  Co.  That  does  not 
mean  that  I  say  that  the  11  national  banks  of  the  District  of  Columbia  were 
either  buying  stocks  or  selling  stocks  or  speculating  in  stocks.  I  mean  to  say 
nothing  of  the  kind;  hut  I  mean  to  say  that  anybody  with  any  intelligence 
could  have  found  out  that  11  banks  had  stock  and  bond  accounts  with  this 
brokerage  house,  which,  prior  to  its  failure,  was  the  oldest  established  brokerage 
house  in  the  District  of  Columbia.' 
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"That  statement  was  wholly  misleading. 

44  In  order  to  advise  you  of  the  facts  in  regard  to  this  matter,  I  wish  to 
that  I  have  made  it  a  practice  in  all  of  my  examinations  to  inquire  particu- 
larly as  to  the  method  used  by  all  national  banks  in  the  purchase  and  sale  of 
bonds  or  other  securities,  whenever  there  were  any  such  transactions. 

"  When  it  was  discovered  that  the  Riggs  National  Bank  had  been  buying  and 
selling  stocks  almost  daily,  and  on  occasions  many  times  daily,  often  in  large 
amounts,  ever  since  the  bank  was  chartered  as  a  national  bank,  I,  of  course. 
made  closer  inquiry  into  the  methods  used  by  other  national  banks  in  this  city 
in  all  of  my  subsequent  examinations.  The  violations  of  the  law  on  the  part  of 
the  Riggs  National  Bank  impressed  me  in  such  a  way  as  to  put  me  on  guard 
and  cause  me  to  make  particular  investigation  as  to  whether  or  not  other 
national  banks  in  this  city  were  conducting  business  in  the  same  way. 

"  I  have  time  and  again  examined  every  other  national  bank  here,  but  I  nave 
not  found  in  any  of  my  examinations  of  the  other  national  banks  in  Washing- 
ton, D.  C,  any  case  where  any  national  bank  in  this  city  participated  in  any 
way  in  the  commission  or  profits  or  losses  on  any  stock  bought  or  sold  for 
customers,  nor  any  case  where  a  national  bank  was  dealing  in  stocks  on  its  own 
account 

"  Some  of  the  other  national  banks  In  this  city  would  occasionally  transmit 
orders  for  their  customers  for  the  purchase  or  sale  of  stocks  or  bonds ;  and  in 
the  case  of  purchases  the  funds  for  the  purchase  would  generally  be  provided 
by  the  customer  in  advance  of  the  purchase.  In  the  case  of  sale,  the  stock 
would  be  delivered  to  the  bank  by  the  customer  with  instructions  to  have 
the  same  sold  and  credit  the  entire  proceeds  to  his  account;  but  no  other 
national  bank  in  the  District,  as  far  as  I  have  been  able  to  discover,  ever  car- 
ried on  the  stock  business  in  the  irregular  and  unlawful,  manner  so  long  fol- 
lowed by  the  Riggs  National  Bank,  nor  did  they  openly  or  secretly  conduct  such 
a  business. 

'•  Respectfully, 

"  James  Trimble, 
"  National  Bank  Examiner.** 

On  page  131  of  the  hearings  Mr.  Hogan,  in  referring* to  the  stock  business 
which  was  being  carried  on  by  the  Riggs  Bank,  said : 

"  Over  and  over  and  over  again  in  this  correspondence,  in  the  nine  months 
preceding  April  12,  1915,  the  comptroller  had  been  given  every  scintilla  of  evi- 
dence regarding  just  exactly  what  those  accounts  were." 

That  statement  is  also  dlsingeneous  and  misleading,  for  the  "  scintilla  (s)  of 
evidence"  furnished  by  the  bank's  officers  in  regard  to  those  accounts  were 
contradictory  in  the  extreme,  oftentimes  vague  and  frequently  directly  con- 
tradicted by  facts.  The  record  also  shows  that  the  officers  of  the  bank  flatly 
refused  to  answer  questions  from  the  comptroller  as  to  the  ownership  of  funds 
carried  in  the  Olover  and  Flather  and  Flather  and  Flather  accounts,  represent- 
ing brokerages  and  commissions  collected  by  the  bank.  On  this  very  point  the 
Supreme  Court  of  the  District,  in  its  decision,  expressly  declared : 

"The  court' will  not  assume  that  under  those  circumstances  it  was  unrea- 
sonable to  call  for  an  expression  of  the  knowledge  and  belief  of  the  officers  ot 
the  bank  as  to  whom,  between  the  bank  and  the  persons  named  as  depositors, 
the  funds  really  belonged."     (See  my  letter  to  you  of  August  12,  p.  16.) 

I  will  be  obliged  if  you  will  have  this  letter  printed  in  the  record  of  these 
hearings. 

Respectfully, 

Jno.  Skelton  Willams, 

Comptroller. 

A. 

Januaby  9,  1913—11.20  a. 
Lewis  Johnson  &  Co., 

Bankers. 

Sell  for  my  account  and  risk  in  New  York  100  Can  Com.    31. 

Rioos. 
Piled  May  21,  1915.    J.  R.  Young,  Clerk. 
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B. 

Lewis   Johnson   &   Co.,   Bankers, 

Washington,  D.  C,  1/9,  1913. 
Riggs  National  Bank, 

Dear  Sir:  We  have  this  day,  for  your  account  and  risk,  sold  100  Can  C.  81. 

Lewis  Johnson  &  Go. 
Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


C. 
No.  4167. 

Lewis  Johnson  &  Co.,  Bankers, 
Washington,  D.  C,  January  9,  1913. 

Pay  to  the  order  of  Riggs  National  Bank  three  thousand  eighty-five  50/100 
(13,085.50)  dollars. 

Lewis  Johnson  &  Co. 
To  the  Riggs  National  Bank,  Washington,  D.  C. 


D. 
No.  4132. 

Lewis  Johnson  &  Co.,  Bankers, 

Washington,  D.  C,  January  22,  1913. 

Pay  to  the  order  of  Riggs  National  Bank  Twenty-eight  hundred  eighty-five 
fifty  one-hundredths  ($2,885.50)  dollars. 

Lewis  Johnson  &  Co. 
To  the  Riggs  National  Bank,  Washington,  D.  C 


E. 

Lewis  Johnson  &  Co.,  Bankers, 
Washington,  D.  C,  January  22, 1913. 
Riggs  National  Bank, 

Dear  Sib  :  We  have  this  day,  for  your  account  and  risk,  Sold :  100  Can  com.  at 
29 ;  5  Gt  Northern  rights  at  21. 

Lewis  Johnson  &  Co. 
Filed  May  21, 1915.    J.  R.  Young,  clerk. 


F. 

January  22,  1913.    10.16  a.  m. 
Lewis  Johnson  &  Co.,  Bankers: 

Sell  for  my  account  and  risk  in  New  York  100  Can.    29. 

Riggs. 
Filed  May  21, 1915.    J.  R.  Young,  clerk. 


G. 

Lewis  Johnson  &  Co.,  Bankers, 
ITo.  4155.  Washington,  D.  C,  February  4, 1913. 

Pay  to  the  order  of  Riggs  National  Bank  eighteen  hundred  and  seventy-three 
($1,873)  dollars. 
To  the  Riggs  National  Bank,  Washington,  D.  C. 

Lewis  Johnson  &  Co. 
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H. 

Lewis  Johnson  &  Co.,  Bankers, 
1505  Pennsylvania  Avenue,  NW.f 
Washington,  D.  C,  February  4, 191$. 
The  Riqos  National  Bank  : 

Deab  Sir  :  We  have  this  day,  for  your  account  and  risk — 

Bought  100  7  B  at  18| ;  5  United  S.  and  M.  Pfd.  at  40 ;  100  San  Poe  at  1€3|. 

Sold  100  I.  B.  at  18}. 

Lewis  Johnson  &  Co. 
Filed  May  21,  1915.    J.  R.  Young,  clerk. 


February  4,  1913,  2.54  p.  m. 
I. 

Lewis  Johnson  &  Co.,  Bankers: 
Sell  for  my  account  and  risk  In  New  York  100  Int.  Com.    18J. 

RlOGS. 

Filed  May  21,  1915.  J.  R.  Young,  Clerk. 


J. 

Lewis  Johnson  &  Co.,  Bankers, 
1505  Pennsylvania  Avenue  NW„ 
Washington,  D.  C,  January  11, 191$. 
Riggs  National  Bank. 

Dear  Sir  :  We  have  this  day,  for  your  account  and  risk — 
Bought  21  General  Electric,  at  184},  503. 
Sold  30  A.  T.  T.  C,  139}. 

Lewis  Johnson  &  Co. 
Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


XV. 

January  11,  1013. 
Lewis  Johnson  &  Co.,  Bankers: 
Buy  for  my  account  and  risk  in  New  York  21  General  Electric.    184f. 

Riggs. 
Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


LI. 

Lewis  Johnson  &  Co.,  Bankers, 
Washington,  D.  C,  November  29, 1911. 
No.  3766. 

Pay  to  the  order  of  Riggs  National  Bank  eighty-five  and  flfty-hnndredths 
($85.50)  dollars. 

Lewis  Johnson  &  Co. 

Lewis  Johnson,  Bankers,  November  25,  1911.    Paid.    Washington,  D.  C. 


L2. 

Riggs  National  Bank.     Prior  indorsements.     November  25,  1911.     Guaran- 
teeing.    Washington,  D.  C. 

Ml. 

No.  3688.  Lewis  Johnson  &  Co.,  Bankers, 

Washington,  D.  C,  October  27, 1919. 

Pay  to  the  order  of  H.  H.  Flather,  one  hundred  thirty-five  50/100  ($135.50) 
dollars. 

Lewis  Johnson  &  Co. 

Lewis  Johnson  &  Co.,  bankers.    October  29,  1911.    Paid.    Washington,  D.  C. 
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M2. 

H.  H.  Flather.    The  Riggs  National  Bank.    Prior  indorsements.    October  28, 
1911.     Guaranteed.     Washington,  D.  C. 


Nl. 

No.  3893.  Lewis  Johnson  &  Co.,  Bankers, 

Washington,  D.  C,  January  27,  1912. 

Pay  to  the  order  of  H.  H.  Flather  seven  hundred  forty-two  ($742)  dollars. 

Lewis  Johnson  &  Co. 

Lewis  Johnson  &  Co.,  Bankers.    January  29,  1912.    Paid.    Washington,  D.  C. 


N.  2. 


H.  H.  Flather.    The  Riggs  National  Bank,  prior  indorsements  January  29, 
1912,  guaranteed,  of  Washington,  D.  C. 


O. 

Lewis  Johnson  &  Co.,  Bankers, 

February  7,  1912. 

Sell  for  my  account  and  risk  in  New  York  100  U.  P.  164. 

Rtath 

Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


P. 

Lewis  Johnson  &  Co.,  Bankers, 

Washington,  D.  C,  February  7,  1912. 
The  Riggs  National  Bank. 

Dear  Sib:  We  have  this  day,  for  your  account  and  risk,  sold  100  Union 
Pacific  164. 

Lewis  Johnson  &  Co. 
Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


Q. 

February  10,  1912. 
Lewis  Johnson  &  Co.,  Bankers: 

Buy  for  my  account  and  risk  in  New  York  100  U.  P.  163. 

Riggs. 
Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


R. 

Lewis  Johnson  &  Co.,  Bankers, 

Washington,  D.  C,  February  10, 1912. 
The  Riggs  National  Bank, 

City. 

Deas  Sir  :  We  have  this  day,  for  your  account  and  risk,  bought  100  Un.  Pacific 
162}.   2,000  Kansas  City  Southern  5s  Corepen  100*. 

Lewis  Johnson  &  Co. 
Filed  May  21, 1915.    J.  R.  Young,  clerk. 
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S  1. 

Lewis  Johnson  &  Co.,  Bankebs, 

Washington,  D.  C,  February  10, 1912. 
No.  8914. 

Pay  to  the  order  of  H.  H.  Flather  ninety-eight  ($98)  dollars. 

Lewis  John  sow  &  Co. 

Lewis  Johnson  &  Co.,  bankers.    Feb.  12  ,1912.    Paid.    Washington,  D.  C. 


S  2. 

H.  H.  Flather.    (The  Riggs  National  Bank.    Prior  endorsement  Feb.  12, 1912. 
guaranteed.    Of  Washington,  D.  C.) 


T. 

Febbuabt  14, 1912. 
Lewis  Johnson  &  Co.,  Bankers: 

Sell  for  my  account  and  risk  in  New  York  100  U.  P.  165. 

Rioos. 
Filed  May  21, 1915.    J.  R.  Young,  clerk. 


U 

Lewis  Johnson  &  Co.,  Bankers, 
Washington,  D.  C,  February  24, 1912. 

The  Rioos  National  Bank 

(Give  notice  to  Mr.  Cooke.) 

Dear  Sib  :  We  have  this  day,  for  your  account  and  risk,  bought  100  Union 
Pacific,  164*.    Sold  100  Union  Pacific,  165* ;  3  Calumet,  420. 

Lewis  Johnson  &  Co. 
Filed  May  21, 1915.    J.  R.  Young,  Clerk. 

V 

Febbuabt  14, 1912, 11.45  a.  m. 
Lewis  Johnson  &  Co.,  Bankers, 

Buy  for  my  account  and  risk  in  New  York  100  U.  P.,  164$. 

Rioos. 
Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


W1 

Lewis  Johnson  &  Co.,  Bankers, 
Washington,  D.  C,  February  U,  1912. 
Pay  to  the  order  of  H.  H.  Flather  two  hundred  ten  fifty-hundredths  ($210.50) 

dollars. 

Lewis  Johnson  &  Co. 

February  12, 1915.    Paid.   Lewis  Johnson  &  Co.,  Bankers,  Washington,  D.  C. 

W 

H.  H.  Flather.     (February  15,  1912.    Prior  indorsements  guaranteed.    Riggs 
National  Bank  of  Washington,  D.  C.) 

X. 

Febbuabt  15,  1912. 

Lewis  Johnson  &  Co., 

Bankers: 

Sell  for  my  account  and  risk  in  New  York  100  U.  P.  165*. 
Filed  May  21,  1915.    J.  R.  Young,  clerk. 
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Y. 

Lewis  Johnson  &  Co.,  Bankers, 

Washington,  D.  €.,  February  15,  1912. 
Dear  Sir:  We  have  this  day,  for  your  account  and  risk,  sold  7  Calumet  420; 
100  U.  P.  162*. 

The  Rigos  National  Bank, 
(Give  to  Mr.  Cooke). 

Lewis  Johnson  &  Co. 

Filed  May  21,  1915.    J.  R.  Young,  clerk. 


Z  1. 

February  16,  1912. 
Lewis  Johnson  &  Co.: 

Buy  for  my  account  and  risk  In  New  York  100  U.  P.  164}. 

Rioos. 
Filed  May  21,  1915.    J.  R.  Young,  clerk. 


Z2. 

Lewis  Johnson  &  Co., 
Washington,  1).  C,  February  16,  1912. 
Dear  Sir:  We  have  this  day,  for  your  account  and  risk,  bought  100  Union 
Pacific  164f ;  100  Union  Pacific  164. 
Sold  7  Calumet  425. 

The  Riogs  National  Bank, 

(Give  notice  to  Mr.  Cooke). 

Lewis  Johnson  &  Co. 
Filed  May  21,  1915.    J.  R.  Young,  clerk. 


Z3. 

No.  3920.  Lewis  Johnson  &  Co.,  Bankers, 

Washington,  D.  C.t  February  16,  1912. 

Pay  to  the  order  of  H.  H.  Flather  twenty-three  ($23)  dollars. 

Lewis  Johnson  &  Co. 

Lewis  Johnson,  &  Co.,  bankers.    February  17, 1912.    Paid.    Washington,  D.  C. 


Z4. 

H.  H.  Flather. 

(The  Riggs  National  Bank.    Prior  indorsements.    February  17,  1912.    Guar- 
anteed of  Washington,  D.  C. ) 

(Whereupon,  at  10.33  o'clock  a.  m.,  the  committee  stood  adjourned.) 
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THTJBSDAY,  SBFTEHBEB  4,  1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10.25  o'clock  a.  m. 
in  the  committee  room,  Senate  Office  Building,  Senator  George  B. 
McLean  presiding. 

Present:  Senators  McLean  (chairman),  Newberry,  Henderson,  and 
Owens. 

Present  also:  Hon.  Louis  T.  McFadden;  Hon.  John  Skelton  Wil- 
liams, Comptroller  of  the  Currency ;  Mr.  Frank  J.  Hogan,  Mr.  Wade 
H.  Cooper,  Mr.  Jas.  Trimble,  and  others. 

The  committee  had  under  consideration  the  nomination  of  Mr. 
John  Skelton  Williams  as  Comptroller  of  the  Currency. 

The  Chaibman.  Mr.  Williams,  you  may  proceed. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS,  COMPTROLLER 

OF  THE  CURRENCY. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  at  yesterday's  meet- 
ing of  the  committee  the  witness  Hogan  stated  that  he  desired  to  be 
furnished  with  a  list  of  some  eight  or  nine  documents  and  reports. 
I  was  asked  whether  it  would  be  practicable  to  furnish  that  informa- 
tion, Mr.  Chairman,  and  I  stated  that  I  would  be  glad  to  take  the 
matter  up  with  the  Secretary  of  the  Treasury  after  the  list  of  the 
information  which  was  needed  should  be  submitted  to  me,  and  advise 
the  committee.  I  did  not  at  that  time  understand  that  the  desire  of 
the  witness  had  been  approved.  Yesterday  I  received  from  the  offi- 
cial stenographer  a  list  of  the  eight  or  nine  requests,  and  I  promptly 
sent  the  following  telegram :  x~\) 

September  3,  1019.  «<! 
Hon.  Okobgk  P.  McLean, 

Chairman  Banking  and  Currency  Committee,  -^ 

United  States  Senate:  fj 

I  have  only  this  morning  received  from  the  official  stenographer  the  list  of  the  — 
nine  requests  for  reports  and  documents  which  Witness  Hogan  at  yesterday's 
meeting  of  your  committee  said  he  desired  to  get  from  the  Treasury.  These 
relate  mainly  to  confidential  information  concerning  the  national  banks  of  the 
District  of  Columbia  obtained  by  the  Comptroller  of  the  Currency  in  pursuance 
of  his  official  duties.  I  am  directed  by  the  Secretary  of  the  Treasury  to  say 
that  he  does  not  feel  that  he  could  with  propriety  authorize  the  revelation  of 
such  confidential  information  upon  the  request  of  a  witness  appearing  before  a 
congressional  committee.  I  am  further  directed  by  the  Secretary  to  say  that 
if  the  committee  Itself  desires  the  information  and  makes  an  official  request 
for  it  he  will  be  glad  to  give  such  request  prompt  and  careful  consideration. 

John  Skelton  Williams, 
Comptroller  of  the  Currency. 
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About  half  past  4  yesterday  afternoon  I  received  this  letter  from 
the  chairman  of  the  committee: 

September  3,  1919. 
Deab  Sib:  In  reply  to  your  telegram,  will  say  that  Mr.  Hogan's  request  for 
information  was  granted  by  the  committee,  and  thereupon  became  a  request 
of  the  committee.    The  information  will  be  received  In  executive  session  and 
treated  us  confidential,  if  desired. 
Yours,   sincerely, 

Geo.  P.  McLean. 

Hon.  John  Skelton   Williams, 

Comptroller  of  the  Currency, 

Treasury  Department,    Washington,   D.   C. 

To  this  letter  I  made  the  following  reply: 

September  3,  1919. 
Hon.  Geoboe  P.  McLean, 

Chairman   Banking  and   Currency  Committee, 

United  States  Senate. 

My  Deab  Senator:  I  have  your  letter  of  to-day  stating  In  reply  to  my  tele- 
gram that  Mr.  Hogan's  request  for  information  was  granted  by  die  committee, 
and  thereupon  became  a  request  of  the  committee ;  and,  further,  that  the  InfoB- 
mation  will  be  received  in  executive  session  and  considered  as  confidential,  lif 
desired. 

Apparently,  Mr.  Hogan  desires  that  the  Information  requested  be  sabntttesl 
to  him.    To  quote  from  his  testimony: 

"'  I  request  that  there  be  brought  here  before  this  committee  for  my  use  the 
national-bank  examiner's  reports  themselves.*' 

He  also  states  that  he  does  not  suggest  that  those  reports  be  incorporated 
in  the  printed  record  of  the  hearings  "  for  the  obvious  and  exceedingly  fair 
reason  that  they  will  contain  data  of  a  confidential  character  referring  to  per* 
sons,  citizens  of  this  country*  having  no  relations  whatever  to  the  controversies 
in  which  Mr.  Williams  has  been  involved." 

I  am  directed  by  the  Secretary  of  the  Treasury  to  state  that  he  is  entirely 
willing  for  me  to  present  to  the  committee  in  executive  session  any  official 
reports  or  data  In  the  possession  of  this  office  which  the  cotmnktee  desires  to 
examine  in  confidence,  and  which,  with  propriety,  can  be  submitted  by  the 
Treasury.  He  is  entirely  unwilling,  however,  that  I  expose  to  Mr.  Hogan, 
who  Is  a  director  of  one  local  bank  and  attorney  for  another  Washington  bank, 
confidential  data  obtained  from  the  banks  generally  of  this  dty  In  the  per- 
formance of  my  official  duties*  Mr.  Hogan  is  undoubtedly  correct  In  the 
view  that  this  information  of  a  confidential  character  should  not  be  incor- 
porated in  the  printed  record.  With  that  the  Treasury  agrees;  but  with  the 
further  statement  that,  for  the  same  reasons  which  it  is  denied  to  the  public, 
It  should  be  denied  to  Mr.  Hogan. 

I  am  willing  to  go  even  so  far  as  to  show  the  members  eft  the  committee  my 
personal  diary,  to  which  Mr.  Hogan  alludes,  so  far  as  it  relates  to  the  Riggs 
controversy,  possibly  deleting  in  the  case  of  confidential  conferences  some  of 
the  names  mentioned  therein.  This  is  my  personal  property,  hut  if  the  com- 
mittee is  interested  in  seeing  it  I  shall  be  happy  to  comply  with  its  request. 
I  am  not  willing,  however,  to  hand  over  my  personal  diary  to  Mr.  Hogam. 

1  shall  await  advice  from  you  before  proceeding  further  In  the  matter. 
Sincerely,  yours, 

John  Skxlton  Wimjams, 
Comptroller  of  the  Currency. 

The  Chairman.  Mr.  Hogan,  in  his  original  statement,  claimed 
thai  you  had  discriminated  against  the  Biggs  Bank  in  the  manner 
of  your  examinations,  and  in  the  matter  ofdeposits,  Red  Cross  de- 
posits, and  other  matters.  In  your  reply  vou  introduced  some  of  the 
records  in  your  office  for  the  purpose  of  showing  that  Mr.  Hogan 
was  mistaken,  but  as  I  understand  it  you  did  not  make  a  complete 
disclosure  of  your  examination  of  the  banks  in  Washington  during: 
certain  years,  or  a  complete  disclosure  as  to  the  deposits  and  loans, 
I  believe,  to  some  Government  officials.  I  think  that  was  involved 
in  the  hearing. 
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Now,  he  asks  that  you  give  to  the  committee  a  complete  record, 
as  indicated  by  his  request.  Isn't  it  possible,  Mr.  Williams,  for  you 
to  designate  the  banks  by  numbers,  and  prepare  a  statement  desig- 
nating the  banks  by  numbers  and  the  deposits  and  loans— indicate 
them  by  letters  of  tne  alphabet,  so  that  it  can  be  put  into  the  public 
record  without  any  harm?  I  dislike  very  much  to  begin  now  with 
executive  sessions,  if  we  can  help  it.  If  there  is  any  way  you  can 
give  Mr.  Hogan  the  matter  that  would  properly  come  in  as  a  con- 
tradiction to  your  statement,  so  that  it  can  be  printed  in  the  record, 
I  hope  you  can  do  so. 

Mr.  Williams.  There  is  no  possible  opportunity,  Mr.  Chairman, 
and  never  will  be  for  him  to  truthfully  contradict  any  statement  that 
I  will  make.  I  shall  give  the  corroborative  evidence  to  the  committee 
as  fully  and  completely  as  they  desire  it. 

The  Chairman.  Let's  keep  on  the  track  now,  please.  Would  it  be 
possible  for  you  to  designate  the  banks  by  numbers,  and  the  loans 
and  deposits  by  letters  of  the  alphabet  in  some  way,  so  that  the  dis- 
closure will  not  in  any  way  be  any  disadvantage  to  the  institutions! 
invlovedt 

Mr.  Williams.  Now,  may  I  ask  once  more  precisely  what  it  is  that 

Jou  wish  ?  Is  it  a  list  of  the  Government  deposits  with  the  various 
anks  in  Washington  f 

The  Chairman.  What  Mr.  Hogan*s — Mr.  Hogan's  statement  is 
explicit. 

Mr.  Williams.  It  is  very  far — if  you  will  excuse  me,  Mr.  Chair- 
man— it  is  very  far  from  explicit,  so  far  as  disclosing  his  motives  in 
asking  for  these  particular  data.  I  should  be  very  glad,  indeed,  to 
know  what  it  is  that  he  expects  to  prove  from  these  reports,  which 
I,  as  I  have  said,  am  perfectly  willing  to  lay  before  the  committee ; 
and  .1  should  be  very  glad  to  assist  tne  committee  in  any  way  that 
I  can  in  analyzing  the  matter. 

The  Chairman.  Now,  Mr.  Hogan,  can  you  inform  the  committee 
just  what  you  wish  to  prove  by  these  disclosures  1 

Mr.  Hogan.  Mr.  Chairman,  may  I  first  say  that  evidently,  through 
one  of  those  stenographic  mistakes  which  all  reporters,  even  the  best, 
make,  the  word  "  my  "  seems  to  be  used,  according  to  Mr.  Williams's 
quotation  from  the  proceedings  here  day  before  yesterday.  I  did  not 
ask  that  these  documents  be  submitted  to  me  for  my  use.  The  word 
I  used  was — submit  the  documents  to  the  committee  for  its  use. 
If  you  will  refer  to  my  letters,  you  will  find  that ;  and  I  distinctly 
said  so  here.  The  documents,  if  submitted  to  this  committee — not 
to  me,  I  do  not  want  them;  have  no  right  to  them — will  show,  first, 
that  at  the  time  when  Comptroller  Williams  was  criticizing,  and  to 
use  his  own  expression,  denouncing  the  Biggs  National  Bank  and  its 
officers  for  the  sole — for  the  reason  that  the  bank  officers  had  loans 
with  their  own  institutions,  that  that  could  not  have  been  his  reason, 
because  his  official  records  show  at  that  time  that  11  other  national 
banks  in  Washington  carried  loans  on  their  books  for  their  officers 
and  directors,  which  Mr.  Williams  never  criticized  or  denounced. 

Secondly,  those  records  will  show  that  at  the  time  when  Mr.  Wil- 
liams said  that  his  activities  against  the  Kiggs  Bank  were  due  to  the 
fact  that  that  bank  was  short  in  its  reserve,  that  in  80  per  cent  of  the 
reports  made  during  a  period  of  three  years  to  the  comptroller,  both 
by  the  bank  examiners  and  the  bank  itself  and  other  national  banks 
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in  the  city  of  Washington  was  on  80  per  cent  of  those  occasions  short 
in  its  reserve,  short  after  the  Congress  of  the  United  States  had  re- 
duced the  amount  of  reserves  from  25  to  15  per  cent,  and  that  while 
Mr.  Williams  was  hounding  the  Riggs  National  Bank  on  the  now 
pretended  ground  that  it  had  been  short  in  its  reserves,  he  was 
the  instrumentality  through  which  the  other  bank  short  in  its  re- 
serves was  having  constantly  increasing  governmental  deposits. 

What  the  documents  and  reports,  if  submitted — not  Mr.  Williams's 
statement  of  them,  but  the  documents — if  submitted  to  the  com- 
mittee, will  show  is  this: — Suppose  we  call  that  bank  No.  1? 

The  Chairman.  Why  can't  we  go  into  that  in  open  session? 

Mr.  Hogan.  Why  you  could.    You  could  take  these  reports  here. 

The  Chairman.  What  harm  can  result  to  the  bank  or  to  any  of 
its  depositors  or  stockholders? 

Mr.  Hogan.  I  don't  think  any,  Mr.  Chairman,  but  I  did  not  want 
the  suggestion  to  come  from  me  that  anything  should  be  made 
public  about  other  banks,  because  I  knew  if  I  had  made  that  sugges- 
tion, immediately  it  would  be  said  that  I  had  an  ulterior  motive  be- 
cause of  my  connection  with  other  banks.  That's  all.  But,  Mr. 
Chairman,  not  only  yourself,  but  members  of  the  committee,  regard- 
less of  their  political  affiliations,  showed  a  very  lively  interest  in  the 
question  whether  or  not  Mr.  Williams  and  those  under  his  direction 
had  really  been  active  participants  in  the  perpetrating  of  the  prosecu- 
tion of  Charles  C.  Glover  and  the  Messrs.  Flather  in  the  so-called 
Eerjury  case,  and  having  made  a  denial  that  he  participated  in  the 
ringing  about  of  criminal  prosecutions,  Mr.  Williams  was  asked 
whether  or  not  it  wasn't  a  fact  that  the  witness,  upon  whose  testi- 
mony the  grand  jury  predicated  its  indictment,  included  the  bank  ex- 
aminers, and  among  them  Mr.  Trimble;  and  then  Mr.  Williams 
stated  that  it  was  a  great  and  serious  inconvenience  that  bank  ex- 
aminers should  be  called  when  the  laws  had  been  violated  before 
grand  juries  of  Federal  courts;  very  often  they  could  not  do  their 
other  work ;  and  Mr.  Trimble  handed  to  him  a  subpoena  which  called 
Mr.  Trimble  to  appear  before  the  district  attorney  on  September 
22,  1915,  and  you  were  thereby  given  the  impression  that  the  only 
reason  why  Mr.  Williams's  chief  bank  examiner  in  the  District  of 
Columbia,  Mr.  Trimble,  was  at  all  participating  in  the  criminal 
prosecution,,  was  because  he  was  subpoenaed,  whereas  in  truth  and  in 
fact,  from  May  22,  1915,  until  December,  1915,  Mr.  Trimble  lived 
almost  daily  in  the  Riggs  Bank,  reported  from  the  Riggs  Bank  to 
Comptroller  Williams  while  he  was  getting  data  for  this  alleged  per- 
jury case,  and  then  to  the  district  attorney's  office,  and  instead  of 
having  gone  to  the  district  attorney  in  September  only  on  subpoena, 
Mr.  Trimble  and  Mr.  Williams  knew  that  on  numerous  occasions  Mr. 
Trimble  was  at  the  District  Attorney's  office,  and  it  was  through  Mr. 
Williams  and  Mr.  Trimble  that  the  District  Attorney  was  constantly 
being  advised  of  the  result  of  Mr.  Trimble's  digging  into  the  archives 
of  the  Riggs  Bank  in  order  to  get  something  to  hang  an  indict- 
ment  on. 

Now,  having  produced  that  impression,  which  I  will  not  charac- 
terize, I  ask,  not  for  myself,  but  for  the  committee,  that  there  be 
brought  here  the  bank  examiner's  record  showing  what  Mr.  Trimble 
was  working  on  from  May  22  until  December. 
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The  Chaibman.  Now,  Mr.  Hogan,  we  are  not  getting  anywhere, 
and  we  must  try  to  get  somewhere.  Let's  take  the  first  question,  a 
statement  giving  the  dates  in  the  year  1916  on  which  each  national 
bank  in  the  city  of  Washington  was  subjected  to  examination  by  the 
national  bank  examiners,  as  indicated  by  him.  Is  there  any  reason 
why  that  statement  should  not  be  presented  to  the  committee  in  open 
session  ?    I  am  reading  Mr.  Hogan 's  first  request 

Mr.  Williams.  I  will  be  very  glad  to  lay  that  before  the  commit- 
tee now.    That's  1916,  Mr.  Chairman? 

The  Chairman.  1916.  Now  we  want  to  get  through  these  ques- 
tions, and  get  on  the  track.  At  the  bottom  of  the  page,  Mr.  Hogan 
said  that  you  suppressed  the  record  of  the  year  1916. 

Mr.  Williams.  That  was  untrue,  sir. 

The  Chairman.  Well,  then  that's  already  in  the  record,  is  it? 

Mr.  Williams.  I  now  present  it. 

The  Chairman.  Well,  is  it  already  in  the  record  ? 

Mr.  Williams.  1914  and  1915  were  the  reports  that  were  specially 
asked  for.    I  will  read  page  114  of  the  hearings. 

The  Chairman.  We  are  not  going  to  read  anything. 

Mr.  Williams.  I  want  to  show  that's  what  he  asked  for,  Mr.  Chair- 
man. 

The  Qhairman.  We  are  going  through  this  list  of  questions. 

Mr.  Williams.  Here  is  the  statement  asked  for. 

The  Chairman.  Very  well.  With  that  record,  the  reports  of  the 
national  bank  examiners,  as  to  each  and  every  national  Dank  in  the 
District  of  Columbia  made  to  him  in  the  year  1916. 

Mr.  Williams.  That  would  be  manifestly  unfair  to  the  banks  to 
lay  before  the  committee  in  open  session  the  reports  of  the  examiners 
as  to  the  twelve  or  fourteen  other  national  banks  of  the  city,  Mr. 
Hogan  being  a  director  in  one,  as  I  am  informed,  and  attorney  for 
another. 

The  Chairman.  Well  then,  that's 

Mr.  Williams  (interrupting).  I  should  be  very  glad  to  lay  them 
before  the  committee,  however,  in  executive  session. 

The  Chairman.    Yes  [reading]  : 

Second,  from  the  records  of  the  comptroller's  office 

Mr.  Williams  (interrupting).  What  page  is  that,  Mr.  Chairman? 
The  Chairman.  The  pages  do  not  seem  to  be  numbered.    The 
pages  are  not  numbered. 
Mr.  Williams.  I  have  it. 
The  Chairman  (reading) : 

From  the  records  of  the  comptroller's  office,  which  records  contain  the  data, 
I  ask  that  he  be  called  upon  to  produce  a  list  showing  loans  to  officers,  direc- 
tors .and  employees  of  every  national  bank  in  the  city  of  Washington,  first, 
at  the  time  of  the  first  report  made  in  response  subsequent  to  July  1,  1914; 
and  second,  at  the  time  of  the  last  examination  of  a  national  bank  examiner 
preceding  July  1,  1914. 

What  have  you  to  say  on  that  ? 

Mr.  Williams.  I  shall  be  very  glad  to  lay  that  before  the  com- 
mittee in  executive  session. 

The  Chairman.  Now,  couldn't  that  be  done  by  designating  the 
loan,  not  to  the  persons,  but  to  A,  B,  or  C,  and  let  it  go  into  the 
public  record  made  here?  It  is  going  to  be  a  very  difficult  matter 
to  disassociate  one  record  from  another. 
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Mr.  Wiiaiams.  Mr.  Chairman,  with  your  permission  I  will  en- 
deavor to  make  an  analysis  of  that  and  present  a  formal  statement 
which  may  go  into  the  public  record  after  you  have  had  an  oppor- 
tunity of  reading  the  full  statement. 

The  Chairman.  You  understand,  Mr.  Williams,  this  whole  ques- 
tion may  come  up  in  the  open  Senate  ? 

Mr.  Williams.  As  I  say,  it  would  be  manifestly  unfair  to  the 
banks  to  have  the  whole  matter  before  the  whole  Senate  and  country. 

The  Chairman.  Then  I  suggest  this,  in  your  interest,  that  every- 
thing that  can  go  into  open  record  should  do  so. 

Mr.  Williams.  It  would  do  me  no  harm,  Mr.  Chairman,  but  it 
would  be  embarrassing  to  some  of  the  banks. 

The  Chairman.  Then  you  can  prepare  that  so  it  will  go  in. 

Mr.  Williams.  I  will  prepare  a  suggestion  along  those  lines  and 
see  if  it  meets  with  your  approval. 

The  Chairman.  "Third  1' — Mr.  Hogan's  questions  are  so  eloquent 
and  long  that  I  don't  know  as  I  shall  include  it  all. 

Mr.  Hogan.  Just  read  the  latter  part;  that's  all. 

The  Chairman.  But  you  can  suggest  anything  that  I  omit  after 
I  finish,  Mr.  Hogan.  "Third,  I  ask  that  he  be  required  to  produce 
before  this  committee  the  diary  " — that  is,  your  personal  diary— 
uin  the  years  1915  and  1916,  particularly  with  reference  to  the 
entries  therein  on  the  subject  of  the  Riggs  Bank  and  its  officers, 
also  on  the  subject  of  the  Attorney  General,"  etc. 

Mr.  Williams.  Mr.  Chairman,  I  have  already  answered  that  in 
my  letter  to  you  and  expressed  a  willingness  to  lay  it  before  the 
committee;  but  may  I  ask  through  what  underground  and  sinister 
channels  the  witness  obtained  this  information — in  no  sense  an  official 
document  ? 

The  Chairman.  What  do  you  expect  to  prove  by  that«  Mr. 
Hogan  ? 

Mr.  Hogan.  That  Mr.  Williams  testified  untruthfully  before  a 
Senate-  committee  of  the  United  States  when  he  said  he  took  no 
part  in  endeavoring  to  bring  about  an  indictment  of  the  Riggs  Bank 
officers,  and  that  Mr.  Williams  testified  untruthfully,  as  the  diary 
entries  will  show,  when  he  said  that  his  actions  were  not  actuated 
by  personal  motives  against  the  officers  of  the  bank.  His  own  diary 
statement  regarding^  himself  and  his  activities  will  be  a  sufficient 
disclosure  to  show  just  what  he  did  in  that  regard  and  what  the 
motives  were. 

The  Chairman.  Frankly,  I  am  rather  disinclined  to  go  into  that. 

Mr.  Hogan.  For  instance,  he  said  he  took  no  part  m  the  perjury 
case.    Now,  his  diary  will  show  the  contrary. 

Mr.  Williams.  That  statement  is  untrue,  Mr.  Chairman. 

The  Chairman.  I  do  not  know — if  you  have  no  objections  to  pre- 
senting that  diary  to  the  committee  in  executive  session,  why  we  will 
decide  then  as  to  how  far  the  committee  desires  to  go  into  it.  But  I 
would  like  to  hear  expressions  from  other  members  of  the  committee 
on  that  point.  Personally,  I  am  disinclined  to  call  for  Mr.  Williams's 
personal  diary  unless  Mr.  Hogan  knows  just  what  he  expects  to  prove 
by  it  I  have  avoided  fishing  in  this  hearing,  and  I  do  not  propo.se 
to  co  fishing. 

Mr.  Hogan.  I  have  no  interest  in  it,  Mr.  Chairman ;  I  simply  sug- 
gest that  was  a  means  of  getting 
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The  Chairman  (interrupting).  Then  anything  that  Mr.  Williams 
wishes  to  volunteer  in  executive  session  the  committee  will  be  glad  to 
investigate,  but  further  than  that  I  do  not  feel  like  going. 

Mr.  Williams.  It  is  open  to  the  committee,  in  executive  session. 

The  Chairman.  Well,  let's  so  on.  Mr.  Hogan  goes  on  to  state: 
"  That  diary,  as  I  am  informed,  was  in  part  in  the  shape  of  a  loose 
leaf—"    Yest 

Mr.  Hogan.  Loose  leaf  typewritten. 

The  Chairman.  Yes,  I  see. 

Mr.  Williams.  Mr.  Chairman 

The  Chairman.  Mr.  Williams,  you  are  more  familiar  with  these 
questions  than  I  am.    If  you  can  find  the  fourth 

Mr.  Williams.  Well,  I  think  you  read  the  third.  The  next  one 
that  I  note  here  seems  to  be  that  there  be  produced  from  the  files  of 
the  comptroller's  office  a  copy  of  every  letter  sent  to  every  national 
bank  of  Washington,  Riggs  of  course  excepted,  as  it  has  already  been 
produced;  criticising,  commenting  upon,  or  making  reference  to  let- 
ters to  officers,  directors,  or  employees,  or  either  of  these  classes,  writ- 
ten in  the  year  1914  or  1915.  Those  letters  are  here?  and  I  am  pre- 
pared to  give  them  to  the  committee  in  executive  session. 

The  Chairman.  Yes.    Well,  proceed  to  the  next  question. 

Mr.  Williams.  Next  [reading] : 

I  ask  that  there  be  produced  statements'  from  the  official  records  of  the 
comptroller's  office  showing  on  what  work  James  Trimble,  national-bank  exam- 
iner, was  engaged  from  May  22  to  December  31,  1915,  both  dates  Inclusive,  giv- 
ing the  duration  in  each  Instance  of  the  work  on  which  the  examiner  was  en- 
gaged, together  with  data  showing  what  assistants  the  national-bank  examiners 
tor  the  District  of  Colombia  had  during  that  period,  and  on  what  work  those 
assistants  were  engaged  during  that  period,  and  the  duration  In  each  case. 

Very  glad  to  give  the  committee  whatever  it  wants  there  [continues 
reading:] 

Sixth,  that  there  be  produced  statements  from  the  official  records  from  pie 
comptroller's  office,  or  from  the  records  kept  by  National  Bank  Examiner  James 
Trimble,  showing  how  frequently  he  reported  to  the  United  States  attorney 
for  the  District  of  Columbia,  or  visited  the  office  of  the  United  States  attor- 
ney for  the  District  of  Columbia,  during  the  year  1915,  prior  to  September  22 
of  that  year,  after  which  last-named  date  there  was  spectacularly  produced 
before  this  committee  a  subpoena  calling  upon  Mr.  Trimble  to  visit  the  United 
States  district  attorney's  office. 

I  shall  be  very  glad  to  furnish  such  information  as  Mr.  Trimbi* 
may  have  on  that  subject.     [Continues  reading:] 

Next,  I  ask  that  there  be  produced  from  the  official  records  lists  showing 
the  number  of  national-bank  examiners  and  the  number  of  assistants  to 
national-bank  examiners  on  duty  in  Washington  during  the  years  1912-1918, 
inclusive,  together  with  the  names  and  titles. 

Very  pleased  to  furnish  it,  sir.     [Continues  reading:] 

Eighth,  that  there  be  produced  a  statement  from  the  official  records  of  the 
office  of  the  comptroller,  showing  the  total  amount  of  loans  to  officers,  directors, 
and  employees  of  each  national  bank  in  Washington,  Riggs  excepted,  as  Riggs 
Is  already  in  the  record,  at  the  time  examinations  were  made  by  the  national- 
bank  examiners  during  the  period  from  July  1,  1918,  to  December  31.  191G; 
and  it  1««  respectfully  suggested  that  this  statement  be  verified,  by  the  produo 
tion  of  the  original  reports  of  the  national-bank  examiners  in  the  case  of  each 
bank  examined  during  the  period  mentioned. 

Very  glad  to  give  it  to  this  committee  in  executive  session. 
The  Chairman.  Well,  couldn't  that  be 
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Mr.  Williams  (interrupting).  The  statements  are  very  volumi- 
nous, Mr.  Chairman. 

The  Chairman.  Couldn't  that  be  satisfactorily  given  without  even 
disclosing  to  the  committee  in  executive  session  the  names  of  these 
officers? 

Mr.  Williams.  Well,  the  reports  contain  not  only  the  loans  to 
officers,  but  a  great  deal  of  the  inside  confidential  business  of  the 
banks,  and  state  more  or  less  criticism  here  and  there  in  connection 
with  which  letters  are  addressed  to  the  bank  as  a  rule. 

The  Chairman.  If  the  committee  got  the  number  of  officers  in 
the  bank,  without  designating  the  names 

Mr.  Hooan.  It  would  seem  to  me  that  would  give  the  committee 
information  from  which  the  inference,  I  say,  could  be  drawn. 
Again,  Mr.  Chairman,  I  have  no  interest  in  it;  I  think  the  committee 
should  have  the  information;  I  do  not  think  any  confidential  in- 
formation should  be  published,  of  course. 

Mr.  Williams.  May  I  say  this :  I  will  give  you  all  the  information 
that  you  ask  for  of  every  sort,  and  if  the  witness  desires  to  do  so,  I 
presume  he  is  competent  to  address  you  a  communication  suggesting 
that  you  give  special  attention  to  certain  particular  points  which 
he  may  want  to  emphasize,  if  he  desires  to  do  so.  That  will  enable 
the  committee  to  get  anything  they  want  from  the  records,  I 
imagine. 

The  Chairman.  Could  they  not  be  designated  by  number,  so  they 
could  be  made  public? 

Mr.  Williams.  The  reports  are  very  voluminous. 
.    The  Chairman.  This  committee,  for  that  reason,  does  not  want  to 
go  into  that. 

Mr.  Williams.  Those  reports  can  not  be  made  public  without 
doing  a  serious  injustice  to  the  banks. 

The  Chairman.  You  take  from  the  reports  all  letters  to  the  offi- 
cers of  the  bank,  that's  the  point,  designating  them  by  numbers, 
and  compile  that  for  the  use  of  the  committee. 

Mr.  Williams.  In  order  that  we  may  get  somewhere  and  try  to 
clear  the  way  a  little,  may  I  ask  whether  some  such  statement  as 
this  would  be  in  order  ?  There  is  a  list,  a  statement  which  I  intend 
to  lay  before  the  committee  in  executive  session,  but  because  the 
form  in  which  I  have  suggested  that  it  might  be  best  understood, 
the  names  of  the  officers,  the  president,  the  vice  president,  cashier, 
assistant  cashier,  tellers,  bookkeepers,  etc.,  and  a  column  showing 
the  loans  to  those  officers  in  the  respective  banks.  This  particular 
statement  which  I  have  here  is  for  the  examinations  of  1914.  It 
shows  total  loans,  1913 — that  was  the  first  one,  I  think,  that  was 
asked  for 

The  Chairman.  1914  and  1915. 
*    Mr.  Williams.  1913,  1914,  and  1915.    I  think  they  were  called  for 
for  five  years,  if  I  remember  correctly. 

The  Chairman.  If  it's  the  ninth  question 

Mr.  Williams.  From  1913  to  1916,  was  it  not,  from  July  1,  1913. 
to  December  31, 1916? 
:   The  Chairman.  Oh,  yes,  yes;  you  are  right;  you  are  right 

Mr.  Williams.  I  will  begin  at  1913. 

The  Chairman.  We  do  not  want  to  take  them  now. 
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Mr.  Williams.  May  I  just  give  you  simply  the  head  lines,  totals 
for  all  national  banks  other  than  the  Riggs  i 

The  Chairman.  No,  Mr.  Williams ;  we  are  not  going  to  encumber 
the  record  with  that  now.  We  want  to  avoid  repetition  as  much 
as  we  can,  and  that  must  come  in  later. 

Mr.  Williams.  All  right. 

The  Chairman.  You  can  give  us  that  information,  but  I  suggest 
that  you  designate  the  banks  by  numbers,  officers  by  letters  of  the 
alphabet. 

Mr.  Williams.  Of  course. 

The  Chairman.  Even  in  executive  session. 

Mr.  Williams.  May  I  say  this,  Mr.  Chairman — there  is  a  little 
embarrassment,  because,  for  example,  we  may  say  there  is  a  bank, 
one  bank  only  in  the  city  of  Washington,  with  a  chairman  of  the 
board — the  only  one.  You  will  find  that  the  chairman  of  the  board 
is  borrowing  $100,000.  It  is  information  to  the  effect  that  it  is  the 
chairman  of  this  bank — we  will  call  it  the  First  National  Bank — 
making  that  loan.  If  there  is  one  bank  with  a  vice  president  and  no 
other  bank  with  a  fourth  vice  president  that  is  borrowing,  say, 
$100,000,  it  is  easy  to  point  out  the  bank  whose  fourth  vice  president 
is  borrowing  the  $100,000.  I  simply  call  your  attention  to  that 
difficulty  in  the  situation. 

The  Chairman.  Well,  we  will  pass  on  to  the  next  question. 

Mr.  Williams.  Have  we  passed  the  eighth  ? 

The  Chairman.  (Heads  eighth  question  sotto  voce.) 

Mr.  Williams.  "  Ninth."    Shall  I  go  to  that? 

The  Chairman.  Yes. 

Mr.  Williams  (reading) : 

I  request  the  comptroller  be  required  to  produce  here  from  the  official 
records  of  the  comptroller's  office  a  copy  of  every  letter  sent  by  him  during 
the  years  1914  and  1915  to  any  of  the  banks  and  trust  companies  of  the  Dis- 
trict of  Columbia,  calling  for  reports  from  their  directors  on  the  subject  of  the 
number  of  shares  of  stock  held  by  them  unhypotheoated  during  their  direc- 
torship. This  request  may,  of  course,  exclude  Riggs  National  Bank,  as  such 
requests  sent  to  the  Hlggs  National  Bank  are  already  a  part  of  the  record. 

If  the  committee  desires  that  information  in  open  session,  I  am 
willing  to  give  it. 

The  Chairman.  Well 

Mr.  Williams.  I  am  willing,  I  state,  to  give  it 

The  Chairman.  I  would  suggest  that  even  in  that  case  the  banks 
be  designated  by  numbers. 

Mr.  Williams.  All  right,  sir. 
:   The  Chairman.  I  don't  like  to  be  an  instrumentality  in  any  way 
of  making  public  those  things  unless  it  is  necessary,  and  I  don't 
believe  it  is,  for  the  purpose  of  this  hearing. 

Mr.  Williams.  I  can  assure  you,  Mr.  Chairman,  that  there  is 
nothing  with  regard  to  the  banks  which  would  be  the  slightest  em- 
barrassment to  me  personally. 

The  Chairman.  Oh,  assuming  that,  it  might  involve  the  com- 
ments and  discussions  that  it  seems  to  me  might  best  be  avoided,  if 
possible,  in  public;  so  I  prefer  you  should  do  that  as  far  as  I  am 
concerned,  if  there  is  any  objection  to  that  course  on  the  part  of 
any  member  of  the  committee,  I  wish  they  would  state  it.  £ass  on 
to  the  next 
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Mr.  Williams.  As  far  as  I  know,  Mr.  Chairman,  that  covers  the 
list  that  was  requested  yesterday. 

The  Chairman.  Now,  Mr.  Hogan,  have  we  omitted  anything? 

Mr.  Hogan.  Nothing  that  I  recall. 

The  Chairman.  Well,  have  you  any  suggestions  to  make  in  oppo- 
sition to  the  course  taken  by  the  committee? 

Mr.  Hogan.  None  whatever;  entirely  in  line  with  what  I  respect- 
fully suggested  to  the  committee. 

Senator  Henderson.  Mr.  Chairman,  I  did  not  quite  catch  what 
you  said  in  connection  with  the  question  as  to  the  production  of  Mr. 
Williams's  personal  diary.  What  were  your  comments  on  that?  I 
did  not  quite  catch  it. 

The  Chairman.  He  is  to  use  his  own  discretion  in  that  mattter, 
in  executive  session.  If  there  is  anything  that  we  want — that  the 
committee  wants — I  understand  he  is  perfectly  willing  to  give  it  to 
us  in  executive  session. 

Senator  Henderson.  I  was  wondering  if  it  was  a  diary  that  was 
kept  personally  in  connection  with  these  cases,  or  was  it  just  a  gen- 
eral aiary  from  dayto  day  ? 

The  Chairman.  Well,  Mr.  Williams  knows  now  what  Mr.  Hogan 
expects  to  prove  by  those  disclosures.  Now  it's  up  to  him  to  use 
his  judgment  in  the  matter. 

Senator  Henderson.  All  right. 

The  Chairman.  I  don't  feel  like  going  any  further. 

Mr.  Williams.  Mr.  Chairman,  as  this  question  of  my  diary  is 
under  discussion  for  the  moment,  may  I  illustrate  the  question 
which  Senator  Henderson  has  just  asked  by  reading  one  or  two 
extracts  from  that  diary  to  show  you  the  character  of  the  memo- 
randa? 

The  Chairman.  Certainly ;  anything  you  wish  to  put  in  the  record. 

(Mr.  Williams  reads  extract  dated  May  21,  1917,  from  diary, 
which  later  was  ordered  stricken  from  the  record  by  action  of  the 
committee.) 

The  Chairman.  Well,  of  course,  Mr.  Williams 

Mr.  Williams.  That  refers  to  the  Riggs  Bank  controversy.  It  was 
from  a  man  who  had  read  both  sides. 

Senator  Henderson.  Was  this  diary  kept  especially  with  reference 
to  the  banks? 

The  Chairman.  That's  all  Mr.  Hogan  wants,  of  course. 

Mr.  Hogan.  I  tried  to  make  it  exceedingly  plain.  I  may  not  have 
done  so,  but  the  May  21,  1917,  entry  in  this  loose-leaf  diary  shows 
what  I  wanted  for  the  other  years  which  I  indicated,  and  it  is  this: 
When  Mr.  Williams  was  endeavoring  to  have  these  men  indicted,  or 
in  any  manner  concerned  with  the  Biggs  Bank  or  its  officers,  he 
put  in  his  loose-leaf  diary  what  he  did  and  what  he  said,  with  the 
commendations  of  his  actions  during  1914-15  and  1916,  when  this 
prosecution  was  going  on.  That  would  be  very  enlightening,  and  the 
elaborate*  excerpt  of  May  21, 1917,  just  read,  proves  conclusively  they 
must  be  there. 

Mr.  Williams.  Mr.  Chairman,  I  will  say  this  volume  here*  and  the 
other  volume  which  I  have  available,  contain,  to  the  best  of  my  belief, 
all  the  memoranda  of  any  kind  that  were  ever  in  these  diaries.  I 
have  never,  as  a  matter  of  fact,  read  the  diaries  over  completely  sincQ 
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dictated,  as  it  is  my  habit  to  call  my  stenographer  to  dictate  a  brief 
memorandum  to  be" filed  awa^r. 

The  Chairman.  Mr.  Williams,  any  item  that  refers  to  the  Riggs 
Bank  prosecution  that  your  diary  contains  is  what  Mr.  Hogan  wants. 

Mr.  Williams.  This  is  one,  Mr.  Chairman ;  I  would  like  permission 
to  read  this  brief  one* 

The  Chairman.  Wait  a  minute,  because  you  see  we  are  losing  time, 
and  it  will  all  have  to  be  repeated  later  on,  and  I  want  to  save  time 
if  possible.  You  have  probably  a  number  of  them,  and  if  you  have 
everything  there  that  relates  to  the  Riggs  Bank  controversy,  that  you 
want  to  put  into  the  record,  that  complies  completely  with  Mr. 
Hogan 's  request.  Now,  if  you  are  willing  that  those  should  go  into 
the  public  record,  why  that  ends  this  dispute.  If  you  do  not  wish 
them  to  go  into  the  public  record,  we  will  take  them  in  executive 
session. 

Mr.  Williams.  May  I  read  this  one  that  refers  to  it? 

The  Chairman.  I  wish  you  would  answer  my  question  i 

Senator  Henderson.  I  would  not  read  one  unless  you  are  willing 
to  read  all. 

The  Chairman.  I  bqg  pardon  ? 

Senator  Henderson.  I  wouldn't  read  one  unless  you  are  willing 
to  read  all. 

Mr.  Williams.  All  I  have  are  hero. 

The  Chairman.  I  think  it's  a  mistake  to  make  two  masrtions  of  the 
diary  in  the  record.  If  you  are  willing  that  they  should  go  into  the 
public  record 

Mr.  Williams.  I  am  not  willing  that  my  entire  private  diary 
should  go  into  the  public  record. 

The  Chairman.  We  are  hot  asking  for  that,  but  simply  for  the 
items  that  apply  to  Mr.  Hogan's  question  that  while  this  controversy 
was  on  you  had  communications  with  the  Department  of  Justice 
which  would  indicate  your  interest  in  the  matter. 

Mr.  Williams.  I  know  .of  no  such  records  whatsoever,  or  com- 
munications.   You  refer  to  the  perjury  trial  ? 

The  Chairman.  Well,  to  the  Riggs  Bank  controversy. 

Mr.  Williams.  I  was  a  defendant  in  the  equity  case,  with  the 
Secretary  of  the  Treasury.  Of  course,  I  was  in  close  touch  with  the 
Department  of  Justice  in  connection  with  that  suit.  But  as  to  the 
perjury  case  I  bad  nothing  whatever  to  do  with  it. 

The  Chairman.  And  there  are  no  entries  in  your  diary  with  regard 
to  it? 

Mr.  Williams,  None  that  I  know  of.  As  I  say,  I  have  never  read 
it  through  since  dictating  my  memoranda,  but  I  have  glanced  over  it. 

The  Chairman.  Does  that  answer  your  question? 

Mr.  Hogan.  No,  sir;  I  asked  that  now  something  has  been  put  in 
the  record  on  the  subject,  that  Mr.  Williams  be  requested,  if  the  com- 
mittee so  desires,  to  take  from  his  diary  accurate  and  specific  state- 
ments made  there  in  the  years  1914-1915-1916,  relating  to  the  Riggs 
Bank,  its  officers,  or  any  of  them,  the  Department  of  Justice,  the 
Attorney  General,  and  the  District  Attorney.  The  inference  to  be 
drawn  from  that  will  be  for  the  committee,  not  for  Mr.  Williams  or 
myself.    That  ought  to  be  supplied.    It's  loose  leaf. 

The  Chairman.  What  have  you  to  say  in  reply  to  that? 
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Mr.  Williams.  I  shall  be  very  glad  to  go  over  the  matter  with  the* 
committee  in  executive  session,  Mr.  Chairman. 

Mr.  Hooan.  May  I  say  this,  Mr.  Chairman! 

The  Chairman.  Yes. 

Mr.  Hooan.  I  personally  have  no  right  to  object  to  any  course  of 
procedure,  nor  would  I  dare  to  do  so,  but  I  do  not  think  that  we 
should  have  one  selected  commendation  put  in  open  session,  and  the 
other  things,  which  will  show  what  I  say  they  will  show,  put  in  execu- 
tive session. 

The  Chairman.  That  is  true,  but  the  committee  will  take  care  of 
that,  Mr.  Hogan ;  but  I  do  not  feel  like  asking  Mr.  Williams  to  put 
any  extracts  from  his  personal  diary  into  the  public  record,  nor  ao  I 
feel  like  asking  him  to  disclose  anything  in  executive  session  unless 
it  directly  relates  to  this  controversy. 

Mr.  Hooan.  That's  all  I  ask.  If  his  personal  diary  shows  personal 
matters,  then  it  ought  to  be  known  to  the  Senate  of  the  United  States. 
That  is  simply  the  view  of  this  citizen,  which  I  suggest  respectfully. 

Mr.  Henderson.  Mr.  Chairman,  of  course,  there  is  a  rule  of  evi- 
dence which,  if  we  go  into  one  part  of  a  subject,  the  other  side  is  en- 
titled to  go  into  the  whole  subject.  I  think  in  fairness  to  all  sides, 
Mr.  Williams  should  have  the  right  to  look  over  the  diary,  and  see 
if  there  is  anything  in  there  pertinent  to  the  subject  matter  before  us, 
and  it  would  be  well  for  Mr.  Williams  to  withdraw  the  statement 
that  he  has  just  made,  reading  from  that  diary,  so  nothing  will  ap- 
pear in  this  record  with  reference  to  that. 

The  Chairman.  I  think  that's  a  good  suggestion,  and  we  will 
strike  that  memorandum  from  his  private  diary  from  the  record. 
Now,  then,  Mr.  Williams,  I  wish  you  would  look  over  that  diary 
carefully,  and  at  the  next  meeting  you  can  state  to  the  committee 
just  what  you  are  willing  to  do. 

Mr.  Williams.  I  state  now  that  I  am  willing  to  go  over  it  with 
the  committee  in  executive  session,  Mr.  Chairman,  if  thev  wish  it. 

_  _  '  *< 

The  Chairman.  Well,  if  they  relate  to  this  controversy  with  the 
Riggs  Bank,  you  see,  Mr.  Hogan  has  insisted  that  you  discriminated 
against  the  bank. 

Mr.  Williams.  I  have  proved  the  contrary,  Mr.  Chairman. 

The  Chairman.  Well,  and  you  introduced  a  great  many  records 
which  you  claim  disprove  his  statement — his  original  statement. 
Now,  he  says  there  are  items  in  this  diary  which  will  substantiate  his 
original  statement,  and  my  impression  is  if  there  are  any  such  items 
in  your  diary  they  could  go  into  the  public  record  in  your  interest, 
because,  if  this  thing  comes  up  in  open  Senate,  you  will  see  the 
effect  it  will  have  if  the  committee  have  information  which  thev 
can  not  disclose  to  the  Senate;  and  I  wish  you  would  consider  that. 

Mr.  Williams.  Well,  I  don't  see 

The  Chairman.  The  advisability  of  giving  the  committee  and 
putting  into  the  open  record  any  memoranda  which  you  have  in 
your  private  diary  directly  connected  with  the  Riggs  Bank  con- 
troversy tending  to  substantiate  or  contradict  the  statement  made 
by  Mr.  Hogan. 

Senator  Henderson.  On  what  authority  is  the  statement  made  by 
Mr.  Hogan  that  Mr.  Williams's  private  diary  contained  certain 
matters  and  things?  Has  he  read  that  diary,  or  had  some  one  read 
it  over? 
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The  Chairman.  Mr.  ITogan  can  state  his  reasons  for  requesting 
the  diary.    He  has  stated  them,  but  he  can  restate  them. 

Senator  Henderson.  I  understand  they  are  in  writing  there — • 
the  questions  submitted  ? 

Mr.  Hogan.  Yes. 

The  Chairman.  Senator  Henderson  has  not  been  here. 

Mr.  Williams.  No,  Mr.  Chairman;  as  I  understood  the  Senator, 
he  asked  why  the  witness  makes  the  statement  as  to  matters  contained 
in  my  personal  diary?    Has  he  read  it? 

Senator  Henderson.  No;  I  understood  the  chairman  to  read  from 
the  questions  submitted  by  Mr.  Hogan  that  he  had  been  informed, 
and  the  request  is  made  on  information  and  belief. 

Senator  Owen.  I  was  asking  what  information  he  had  with  re-< 
gard  to  the  private  diary  of  Mr.  Williams;  what  that  information 
is  and  from  what  source  derived. 

Mr.  Williams.  I  should  like  to  have  that  answered.  * 

The  Chairman.  Well,  I  don't  know  that  Mr.  Hogan  ought  to  be 
expected  to  give  the  source  of  his  information. 

Senator  Owen.  I  do  not  care  whether  he  gives  it  or  not;  I  am  ask- 
ing  the  question. 

The  Chairman.  He  says  he  has  such  information. 

Senator  Owen.  I  asked  where  he  gets  his  information. 

Senator  Henderson.  For  the  benefit  of  the  Senator,  I  would  state 
that  it  was  left  with  Mr.  Williams  whether  he  cares  to  submit  it 
or  not. 

Senator  Owen.  I  make  the  inquiry  and  I  wish  a  definite  refusal  of 
it — what  the  information  is  and  where  he  got  it 

Mr.  Hogan.  Mr.  Chairman,  I  have  no  objection  to  answering.  I 
never  dodged  a  question  in  my  life,  and  will  not  do  so  now.  Senator 
Owen,  some  disloyal,  confidential  employee  of  Mr.  Williams,  whose 
name  personally  is  utterly  unknown  to  me,  in  the  year  1916  endeav- 
ored to  offer  to  officials  and  attorneys  of  the  Riggs  National  Bank 
carbon  copies  of  loose-leaf  diary  entries  made  by  Mr.  Williams  with: 
respect  to  Mr.  Williams'  activities  with  regard  to  the  Riggs  National 
Bank.  The  offer,  if  it  could  be  so  termed,  was  of  course  spurned  with, 
contempt  and  not  accepted.  That  is  the  way,  and  it  was  reported  to 
me  that  Mr.  Williams  at  that  time  was  keeping  a  loose-leaf  type- 
written diary  of  his  activities  toward  the  Riggs  Bank  and  its  officers, 
and  upon  that  basis  wanted  to  know  what  his  personal  activities 
were  as  narrated  by  himself  contemporaneously.  I  ask  this  com-, 
mittee  to  ascertain  what  the  facts  were. 

Senator  Henderson.  Is  that  disloyal  employee  still  there  ? 

Mr.  Hogan.  I  do  not  know,  sir.  It  was  indicated  to  me,  the  fact 
that  even  those  near  the  man  were  not  loyal,  and  we  had  nothing,  of 
course,  to  do  with  it  If  he  had  submitted  the  diary  to  us  we  would 
not  have  perused  it. 

Senator  Henderson.  If  he  is  still  there,  Mr.  Williams  should 
know  it. 

Senator  Owen.  Then  I  wish  to  make  this  observation,  that  this  al- 
leged information  of  the  contents  of  the  private  diary  of  Mr.  Wil- 
liams came  from  a  person  confessedly  guilty  of  treachery  and  dis- 
loyalty, and  the  evidence  which  he  pretended  to  be  willing  to  offer] 
was  not  offered  in  fact.    That's  all  I  care  to  say. 

Mr.  Hogan.  Senator  Owen,  may  I  have  only  a  minute? 
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The  Chairman.  Certainly. 

Mr.  Hogan.  At  the  hearings  of  the  committee  at  which  you  were 
not  present,  it  was  stated  that  Mr.  Williams's  activities  with  respect 
to  the  Biggs  Bank  were  not  inspired  by  official  desire  to  perform 
public  service,  but  were  personal  and  were  based  upon  personal  ani- 
mosities. As  a  lawyer,  it  occurs  to  me  that  the  best  proof  of  whether 
that  is  true  is  that  which  is  contained  in  the  personal  writings  of  the 
bne  against  whom  the  charge  is  made.  The  courts  have  said,  and  you 
know  it  better  than  I  do,  that  the  source  of  evidence  is  entirely  un- 
important, if  the  evidence  itself  is  credited;  and  I  say,  and  I  onlj 
submit  it  to  the  committee,  because  I  have  absolutely  no  interest  in 
it,  that  in  view  of  the  statement  which  was  made,  and  Mr.  Williams  s 
personal  animus  in  the  conduct  of  public  office,  and  in  view  of  the 
disclaimers  made,  it  would  enlighten  this  committee  to  have  before 
it  what  he  personally  wrote  on  the  subject  contemporaneously.  Now, 
that's  all  I  have  to  say  on  the  subject 

Mr.  Williams.  Mr*  Chairman 

Senator  Owen.  I  recall  when  this  committee  first  assembled  in 
1913,  officials  of  the  Riggs  Bank  made  a  very  lively  attack  on  Mr. 
Williams,  which  this  committee  heard,  and  concluded  was  not  wall 
founded. 

Mr.  Hogan.  That's  right,  Senator  Owen. 

Senator  Owen.  So  there  might  be  some  personal  feeling  on  their 
part,  and  it  would  not  be  unnatural  if  Mr.  Williams  should  resent  it. 

Mr.  Hogan.  I  am  glad  you  recalled  it,  Senator  Owen,  because  I 
recall  it  in  the  record,  when  you  were  absent.  I  am  glad  you  refer 
to  it  as  a  "lively  attack."  ion  will  further  recall,  Senator  Owen, 
that  the  only  lively  attacks  made  on  Mr.  Williams  at  the  1918  hear- 
ings were  by  two  officers  of  the  Riggs  Bank,  and  as  a  result  of  that 
"  lively  attack  "  the  Biggs  Bank  suffered  this  two  years  of  persecu- 
tion which  I  have  heretofore  incorporated  in  this  record.  It  was 
the  result  of  what  you  called  attention  to  that  the  public  office  was 
used  to  resent  whatyou  have  described  so  aptly  as  a  *  lively  attack" 

Senator  Owen.  Well,  you  speak  of  it  as  a  result,  but  the  result 
as  I  recall  it  shows  that  the  examiners  of  the  Office  of  the  Comptroller 
of  Currency,  long  before  Mr.  Williams  came  into  the  service  of  the 
Government  of  the  United  States,  had  made  repeated  efforts  to  pur- 
suade  the  Riggs  National  Bank  officers  to  retrain  from  doing  the 
things  which  were  contrary  to  the  rules  and  regulations  of  the 
comptroller's  office,  and  as  I  understand  it,  contrary  to  the  national 
bank  act. 

Mr.  Hogan.  I  have,  of  course,  no  right  to  debate  the  question  with 
the  Senator. 

Senator  Owen.  I  am  not  proposing  to  debate  it;  I  am  simply  an- 
swering the  suggestion  which  you  made,  that  the  result  of  this 
"lively  attack"  was,  in  Mr.  Williams's  subsequent  conduct,  when 
the  fact  appears  from  the  records,  if  I  understand  it,  that  the  ex- 
aminers had  been  for  years  trying  to  pursuade  the  Riggs  National 
Bank  not  to  do  certain  things. 

Mr.  Hogan.  The  Senator,  when  he  examines  the  records,  will  find 
there  could  have  been  no  possible  relation  to  any  bank,  and  that 
none  of  the  criticisms  of  bank  examiners  which  the  Senator  refers 
to  at  any  date  anywhere  nearly  approximated  the  activities  of  Mr. 
Williams.     However,  the  record,  of  which  the  Senator,  with  so 
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many  other  things  to  attend  to,  has  not  read  in  full  yet,  will  un- 
doubtedly disclose  to  the  Senator's  mind,  as  to  any  fair  mind— 
and  I  know  Senator  Owen's  can  correctly  be  described  as  such— that 
the  charges  that  we  make  that  there  was  absolutely  no  reference  be- 
tween the  two  things  is  so  abundantly  proved  that  they  amount  to  a 
mathematical  demonstration. 

The  Chairman.  The  question  now  is,  whether  these  extracts  from 
the  diary  should  go  into  the  public  record,  or  be  considered  by  the 
committee  in  confidence.  I  understand  Mr.  Williams  has  no  objec- 
tion to  giving  them  to  the  committee  in  executive  session.  Am  I 
right,  i/5.  Williams  ? 

Mr.  Williams.  My  letter  states  my  position  very  explicitly. 

The  Chairman.  Xnd  if  you  adhere  to  that  view,  why,  that  ends  that 
subject.  If  you  decide  that  you  pr'efer  to  have  them  go  into  tlie 
public  record . 

Mr.  Whxiams  (interrupting).  I  should  be  glad  to  discuss  with  the 
committee,  Mr.  Cliairman,  the  propriety  of  putting  into  the  public 
record  such  portions  as  may  seem  proper  to  go  in,  or  as  bear  on  the 
subject. 

The  Chairman.  Now,  Mr.  Hogan,  are  jo\x  ready  to  go  on  this 
morning  with  your  reply,  or  do  you  first  wish  to 

Mr.  Hogan  (interrupting).  No,  I  do  not  first  wish  to,  because,  as  I 
said  before 

The  Chairman  (continuing).  Examine  the  records  that  Mr.  Wil- 
liams, is  willing  to  put  in  ? 

Mr.  Hogan.  No,  1  want  the  committee  to  do  that.  I  don't  care  to. 
There  is  only  one  thing  I  should  like  to  have — the  list  of  examinations 
made  of  national  banks  in  Washington  in  1916. 

The  Chairman.  I  would  suggest  that  we  will  have  to  close  the  hear* 
ing  at  a  quarter  to  12  to-day.  If  you  will  look  that  over  and  be  pre* 
pared  by  to-morrow  morning  at  10  o'clock  to  proceed  with  your 
statement. 

Mr.  Hogan.  May  I  make  a  suggestion?  I  notice  National  Bank 
Examiner  Mr.  James  Trimble  is  m  the  room. 

Mr.  Williams.  Mr.  Chairman,  there  is  one  statement  I  wish  to 
make  in  connection  with  this  before  the  witness  takes  the  stand. 

Mr.  Hogan.  Let  me  finish. 

The  Chairman.  Let  Mr.  Hogaa  finish. 

Mr.  Hogan.  I  would  like,  if  Mr.  Trimble  is  in  the  room,  for  him  to 
make  a  statement  if  he  cares  to  do  so,  with  respect  to  a  visit  made  by 
him  on  a  Sunday  to  the  Department  of  Justice  in  the  year  1915,  at 
the  request  of  Mr.  Williams,  when  he  appeared  beforethe  Attorney 
General  in  regard  to  evidence*  Mr.  Williams  was  having  him  seek, 
with  reference  to  Riggs  Bank  officers,  if  Mr*  Trimble  recalls  it. 

Mr.  Trimble.  Mr.  Chairman  and  gentlemen,  I  never  made  a  visit 
in  connection  with  the  Biggs  Bank  to  the  Attorney  General  or  any 
assistant  attorney  general  on  Sunday  or  any  other  day  of  any  week 
in  my  life. 

Mr.  Hogan.  You  understand  that  included  the  district  attorney  1 

Mr.  Trimble.  Yes. 

Mr.  Hogan.  On  any  date  in  a  week  in  your  life? 

Mr.  Trimble.  No,  on  any  date ;  I  never  visited  the  Attorney  Gen- 
eral's office  in  my  life  when  I  got  to  see  the  Attorney  General*    I 
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went  to  the  Attorney  General's  office  perhaps  a  year  ago  in  regard  to 
another  case  under  the  direction  of  the  Comptroller  of  the  Currency 
to  get  some  information  in  regard  to  another  case,  as  to  what  was 
being  done  with  it.  I  did  not  see  the  Attorney  General  or  any  assist- 
ant.   I  saw  Mr.  Bruce  Bielaski. 

The  Chairman.  You  are  talking  about  something  happening  & 
year  ago? 

Mr.  Trimble.  A  year  ago,  in  regard  to  another  case  entirely,  in 
that  district. 

The  Chairman.  You  need  not  take  up  the  time  of  the  committee 
with  that. 

Mr.  Williams.  May  I  make  a  little  statement  here  in  regard  to 
the  examinations  which  Mr.  Hogan  has  spoken  of  for  1916*  On  page 
114  Mr.  Hogan  says : 

The  law  requires  that  there  shall  be  at  least  two  national-bank  examinations 
of  every  national  bank  a  year.  In  the  entire  year,  1915,  except  the  Riggs  Na- 
tional Bank  no  national  bank  in  the  District  of  Columbia  received  the  examina- 
tions that  the  law  required.  The  primary  thing  for  the  safety  of  depositor* 
and  stockholders  was  ignored.  The  reports  made  by  the  banks  themselves  is 
the  secondary  thing  by  which  the  bank's  condition  may  be  ascertained.  It  is 
the  examiners  with  their  assistants,  unannounced,  the  date  of  thejr  coming  not 
known,  walking  into  the  bank  and  sealing  up  things,  and  examining.  That  I* 
the  big  safeguard  of  depositors.  Why  were  the  national  banks  of  the  District 
of  Columbia,  10  of  them,  outside  of  Riggs,  not  given  the  required  examina- 
tions in  1915?  And  I  think  I  could  almost  say  that  too  of  1914,  to  a  large 
extent.  I  will  show  you  the  dates  in  a  little  while.  Because  the  national-bank 
examiner  and  his  assistants  were  placed  in  the  Riggs  National  Bank,  kept  there 
day  in  and  day  out,  kept  there  digging  into  the  archives  of  the  bank  to  find 
out  something  with  respect  to  the  officers1  personal  conduct  20  years  before  the 
time  they  were  making  the  examination.    That  is  the  reason  why. 

Senator  Henderson.  What  I  wanted  to  know  is :  In  the  reports  made  by  the 
bank  to  the  Comptroller  of  the  Currency  were  these  facts  relative  to  dummies, 
as  referred  to  here,  given? 

Mr.  Hogan.  Yes,  sir. 

Senator  Henderson.  I  understand,  then,  from  your  testimony,  that  the  Nevins 
case  was  reported  by  the  bank,  as  you  practically  explained  it? 

Mr.  Hogan.  Yes,  sir ;  and  that  when  he  wrote  his  letter  of  Janunry  22,  1915, 
asking  for  those  facts,  he  had  this  thing,  because  this  is  an  exhibit  which 
emanated  from  him,  and  he  had  it,  as  shown  in  his  correspondence. 

Incidentally,  I  will  state  that  the  reports  by  the  bank  examiners 
did  not  disclose  the  dummy  loans.  They  were  ascertained  after 
investigation  and  oral  examination  of  the  officers  themselves,  but 
that's  incidental ;  the  statement  I  want  to  emphasize  is  that  the  record 
called  for  by  Mr.  Hogan  was  for  1914  and  1915,  primarily.  On  the 
next  page,  195  [reading]  : 

The  Chairman.  Mr.  Hogan,  you  stated  that  the  other  national  banks  were 
not  examined  during  the  year  1915. 
Mr.  Hogan.  To  my  understanding,  I  said. 

The  record  shows  that  that  statement  was  also  incorrect. 
Now  I  will  turn  to  page  144  [reading] : 

The  Chaibman.  What  you  are  testifying  to  now,  I  suppose,  is  a  matter  of 
record? 

Mr.  Hogan.  Yes;  all  these  things  are  matters  of  record. 

In  the  year  1916  the  Federal  National  Bank,  in  this  city,  in  violation  of  the 
law  which  the  comptroller  was  sworn  to  enforce,  was  subjected  to  a  bank  ex- 
amination but  once,  and  that  examination  was  October,  1916,  ending  on  October 
2.  A  splendid  financial  institution  is  that  bank,  but  what  have  you  Senators 
to  say  when  a  man  comes  in  here  and  swears  to  perform  the  duties  of  his  office, 
in  the  face  of  that  requirement  of  the  Revised  Statutes,  but  the  comptroller 
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here,  right  in  the  city,  when  he  Is  using  his  bank  examiners  as  he  used  them 
against  the  Riggs  Bank  does  not  have  the  Federal  National  Bank,  a  block 
away  from  the  Treasury  examined  at  all  from  March,  1915,  until  October,  1916? 
Get,  if  you  please,  the  long  time  that  passed  between  those  examinations. 

Now,  Mr.  Chairman  and  gentlemen,  that  is  simply  another  in- 
stance of  the  willful  misstatements  of  this  witness.  There  is  no 
foundation  whatsoever  for  that  utterance  of  his.  There  were  two 
examinations  for  1916,  two  examinations  required  by  law,  one  March 
9, 1916,  and  the  other  October  2,  1916.  I  produce  them  here  for  the 
use.  of  the  committee  in  executive  session.  I  simply  call  attention  to 
that  in  passing  as  a  simple,  a  minor  illustration  of  his  utter  disregard 
and  recklessness  of  facts  in  his  endeavors  to  attack  the  comptroller's 
office. 

I  now  submit,  Mr.  Chairman,  a  list  of  the  examinations  made  by 
the  comptroller's  office  of  the  national  banks  of  the  District  for  the 
year  1916. 

The  Chairman.  Now,  Mr.  Hogan,  are  there  any  records  which 
Mr.  Williams  has  introduced,  or  will  there  be  records  which  he  has 
promised  to  furnish  the  committee  which  you  wish  to  examine  be- 
fore you  make  your  statement? 

Mr!  Hogan.  Only  the  one  that  has  just  been  handed  to  you. 

The  Chairman.  This  one  [indicating]? 

Mr.  Hogan.  Yes,  sir;  and  I  think  I  can  look  at  that  now  with 
your  permission. 

Mr.  Williams.  Mr.  Chairman,  while  speaking  of  the  examinations 
for  1914,  1915,  and  1916,  I  have  answered — I  have  explained  why 
it  was  not  practicable  to  examine  all  of  the  banks  twice,  immediately 
after  the  passage  of  the  act. 

The  Chairman.  Yes;  you  have  gone  into  that  matter. 

Mr.  Williams.  And  how  it  became  necessary  for  us  to  enlarge  the 
force  of  examiners,  how  it  was  necessary  to  concentrate  upon  cer- 
tain banks  in  bad  condition  and  get  them  in  clean  condition,  and  have 
the  necessary  reforms  put  into  effect,  To  prove — to  show,  illustrate 
the  efficacy  of  the  examinations  by  the  comptroller's  office,  that  they 
have  measured  up,  I  think,  pretty  close  to  100  per  cent ;  I  remind  you 
of  the  fact  that  irom  the  1st  of  January,  1918,  until  the  later  part  of 
last  month  there  were  only  two  national  bank  failures  in  the  entire 
country,  an  average  of  about  one  every  10  months.  I  call  your  attention 
to  the  fact  that  that  record  is  20  times — approximately  20  times  better, 
nearly  2,000  per  cent  better  than  the  record  for  immunity  from  fail- 
ure of  the  national  banks  in  the  25  years  preceding  the  administra- 
tion of  the  present  comptroller.  Now,  I  think  that  is  a  complete 
answer,  a  very  effective  answer,  as  to  the  adequacy  of  the  examina- 
tions and  the  wisdom  of  the  policies,  whatever  they  have  been,  of  the 
Comptroller  of  the  Currency,  in  giving  his  attention  to  the  banks 
that  needed  the  examination  most,  and,  where  necessary  to  do  so, 
in  deferring  the  examinations  of  some  of  the  banks  which  were 
known  to  be  in  good  condition,  and  from  whom  we  received  reports 
six  times  a  year. 

The  Chairman.  Now,  any  other  statement  that  you  wish  to  make 
this  morning,  Mr.  Williams?  The  committee  will  continue  the  hear- 
ings until  a  quarter  of  12. 

Mr.  Williams.  In  connection  with  the  inability  occasionally  of  the 
comptroller's  office  to  complete  the  two  examinations  of  all  national 
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banks,  I  would  call  attention  to  the  fact  that  there  have  been  fre- 
quent resignations  in  the  force  of  national-bank  examiners  both  in 
the  field  examiners  and  in  the  chief  examiners.  It  appears  that  they 
receive  a  training  in  the  prosecution  of  their  duties  as  examiners 
which  the  national  banks  and  State  banks  of  the  country  seem  to 
value,  and  they  are  constantly  offering  them  larger  salaries  in  order 
to  utilize  their  skill  and  experience  as  officials  of  the  large  banks  of 
the  country.  Those  resignations  have  sometimes  embarrassed  us  bj 
their  frequency,  and  the  inability  at  once  to  fill  the  places  of  the  ex- 
pert examiners  who  have  been  called  to  other  fields  by  the  financial 
emoluments  which  are  offered  to  them;  but  that  is  simply  an  evi- 
dence that  the  skill  and  ability  of  the  examiners  is  recognized  by 
the  banks  whom  they  are  examining. 

Mr.  Chairman,  on  the  particular  matters  which  we  have  been  dis- 
cussing this  morning  I  defer  further  comments  for  the  present,  but 
will  have  something  further  to  say. 

The  Chairman.  Now,  Mr.  Williams,  we  have  to  close  these  hear- 
ings some  time.  I  am  anxious  that  you  complete  your  reply  to  Mr. 
Hogan,  and  then  expecting — anticipating  that  Mr.  Hogan's  state- 
ment will  close  the  hearing. 

Mr.  Williams.  You  mean  finish  my  statement  now  ? 

The  Chairman.  That  he  is  to  make. 

Mr.  Williams.  I  did  not  understand  that  at  all,  Mr.  Chairman.  I 
assume  that  I  will  be  given  the  opportunity  of  answering  the  state- 
ments he  makes.  If  he  confines  himself  to  the  truth,  I  shall  have 
nothing  to  say. 

The  Chairman.  If  there  is  any  special  point  contradicting  the 
statement  he  makes,  will  it  be  satisfactory  for  you  to  reply  in  writ- 
ing? 

Mr.  Williams.  I  should  like  the  opportunity  of  appearing  before 
the  committee  to  make  my  statements.  I  have  been  confining  myself 
this  morning  mostly  to  the  questions  which  Mr.  Hogan  brought  up 
yesterday. 

The  Chairman.  Well,  we  have  to  finish  it  some  time.  Mr.  Cooper, 
do  you  want  to  make  any  further  statement  to  the  committee  on  this 
matter? 

Mr.  Cooper.  I  don't  think  so,  Mr.  Chairman. 

The  Chairman.  Very  well;  the  committee  is  adjourned  until  to- 
morrow morning  at  12  o'clock. 

(Whereupon,  at  11.35  o'clock  a.  m.,  the  hearing  was  adjourned.) 
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PBIDAY,  SEPTEMBEB  5,  1919. 

United  States  Senate, 
Committee  on  Banking  and  Cttbrenct, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10.16  o'clock 
a.  m.  in  the  committee  room,  Senate  Office  Building,  Senator  George 
B.  McLean,  presiding. 

Present:  Senators  McLean  (chairman),  Newberry,  Henderson,  and 
Owen. 

Others  present:  John  Skelton  Williams,  Comptroller  of  the  Cur- 
rency ;  Frank  J.  Hogan,  representing  the  Riggs  National  Bank ;  Mr. 
Wade  H.  Cooper;  Mr.  James  Trimble,  national  bank  examiner; 
and  others. 

The  Chairman.  The  committee  will  be  in  order. 

Mr.  Hogan,  about  how  much  time  do  you  expect  you  wijl  need? 

Mr.  Hogan.  I  do  not  know,  Senator;  I  will  not  take  any  more  time 
than  necessary,  and  there  will  be.  some  things  I  can  insert  in  the 
record  without  reading. 

The  Chaibman.  Mr.  Williams  wants  to  put  in  papers  this  morn- 
ing that  have  been  called  for,  and  I  suppose  there  is  no  objection  to 
that. 

Mr.  Hogan.  No,  Senator.  As  you  know,  I  came  here  from  New 
England  and  I  am  very  anxious  to  get  away. 

The  Chairman.  Yes.  Well,  we  will  let  you.  Now,  if  there  will 
be  any  comment,  Mr.  Williams,  it  will  have  to  be  postponed,  because 
Mr.  Hogan  is  anxious  to  get  away.  He  has  been  here  now  waiting  on 
the  committee  two  days. 

Mr.  Williams.  Mr.  Chairman,  he  has  called  for  those  reports,  and 
he  has  made  the  bold  statement  that  if  he  had  that  information  he 
would  disprove  testimony  that  has  been  given.  Now,  if  it's  a  fair 
thing  to  do,  I  want  to  give  that  information  to  the  committee  before 
he  answers,  so  he  may  not  say  he  has  not  had  the  opportunity  of 
replving. 

The  Chairman.  Very  well ;  proceed. 

Mr.  Williams.  The  record  of  the  hearings  before  this  committee 
on  September  2,  enumerated  some  nine  sets  of  questions  for  informa- 
tion which  were  asked  for: 

First,  a  statement  giving  the  dates  in  the  year  1916  on  which  each  national 
bank  in  the  city  of  Washington  was  subjected  to  examination  by  the  National 
Bank  Examiners,  as  commanded  by  law. 

That  was  presented  yesterday. 

Second,  from  the  records  of  the  comptroller's  office,  which  records  contain  the 
data;  I  ask  that  he  be  called  upon  to  produce  a  list  showing  loans  to  officer*, 
directors,  and  employees  of  every  national  bank  in  the  city  of  Washington, 
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first,  at  the  time  of  the  first  report  made  in  response,  subsequent  to  July  i, 
1914;  and,  second,  at  the  time  of  the  last  examination  of  a  national  bank  ex- 
aminer preceding  July  1,  1914. 

I  submit  the  reports  herewith,  Mr.  Chairman.  They  are  volumi- 
nous. 

Third,  I  ask  that  he  be  required  to  produce  before  this  committee  the  diary 
kept  by  John  Skelton  Williams  In  the  years  1915  and  1916,  particularly  with 
reference  to  the  entries  therein  on  the  subject  of  the  Riggs  Bank,  and  its 
officers,  and  also  on  the  subject  of  the  Attorney  General,  and  the  attorneys  who 
represented  Mr.  Williams,  and  his  codefendants  in  the  Riggs  Bank  equity 


The  Chairman.  Mr.  Williams,  we  decided  yesterday  that  you  need 
not  submit  those. 

Mr.  Williams.  Well,  they  have  been  called  for,  and  I  am  per- 
fectly willing  to  submit  them. 

The  Chairman.  We  understand  that. 

Mr.  Williams.  And  I  wish  to  submit  these  statements  now: 

The  attached  papers  are  copies  of  leaves  taken  from  my  private  diary  cover- 
ing the  years  1914,  1915,  and  1916,  and  are  verbatim  copies  of  every  entry  made 
by  me  during  that  period,  as  contained  in  my  said  diary,  relating  to  any  con- 
versation had  by  me  or  statements  made  by  me  to  the  Secretary  of  the  Treas- 
ury or  any  other  Treasury  official  or  with  the  United  States  District  Attorney 
or  any  other  official  of  the  Department  of  Justice,  or  with  any  directors  or 
counsel  of  the  Riggs  National  Bank,  referring  directly  or  indirectly  to  the 
Riggs  controversy  or  to  the  Riggs  equity  suit  or  to  the  perjury  suit  against 
Messrs.  C.  C.  Glover,  W.  J.  and  H.  H.  Flather,  officers  of  the  Riggs  National 
Bank. 

These,  of  course,  are  only  for  a  conference  in  executive  session. 
They  are  here: 

Fourth,  that  there  be  produced  from  the  files  of  the  comptroller's  office  a 
copy  of  every  letter  sent  to  every  national  bank  in  Washington,  Riggs,  of 
course,  excepted,  as  it  has  already  been  produced,  criticising,  commenting  upon, 
or  making  a  reference  to  loans  to  officers,  directors,  and  employees,  or  either  of 
these  classes,  rendered  in  the  years  1914  and  1915. 

Mr.  Chairman,  those  letters  are  here  for  the  executive  session,  the 
executive  use  of  the  committee. 
The  Chairman.  Are  they  marked  "executive  session?" 
Mr.  Williams.  No  ;  I  will  mark  them. 
The  Chairman.  I  wish  you  would  mark  all  exhibits. 
Mr.  Williams.  Next : 

That  there  be  produced  statements  from  the  official  records  of  the  comp- 
troller's office  showing  on  what  work  Mr.  James  Trimble,  national-bank  ex- 
aminer, was  engaged  from  May  22  to  December  31,  1915,  both  dates  inclusive, 
giving  the  duration  in  each  instance  of  the  work  on  which  the  examiner  was 
engaged,  together  with  data  showing  what  assistants  the  national-bank  ex- 
aminers for  the  District  of  Columbia  had  during  that  period  and  on  what  work 
these  assistants  were  engaged  during  that  period  and  the  duration  In  each 
case. 

I  should  like  to  read  this  into  the  record. 

The  Chairman.  No  ;  it  will  be  printed.  We  can  not  wait  for  that 
now.    It  is  not  necessary. 

Mr.  Williams.  This  is  not  for  executive  session. 

The  Chairman.  That  can  go  into  the  record. 

Mr.  Williams.  Yes;  all  right. 

Sixth,  that  there  be  produced  statements  from  the  official  records  of  the 
comptroller's  office  or  from  the  records  kept  by  National  Bank  Examiner  James 
Trimble,  showing  how  frequently  he  reported  to  the  United  States  Attorney  for 
the  District  of  Columbia,  or  visited  the  office  of  the  United  States  Attorney  for 
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the  District  of  Columbia  during  the  year  1915  prior  to  September  22  of  that 
year,  as  to  which  last-named  date  there  was  spectacularly  produced  before  this 
committee  a  subpoena  calling  upon  Mr.  Trimble  to  visit  the  United  States 
district  attorney's  office. 

Mr.  Chairman,  this  is  a  very  brief  letter.    I  would  like  to  read  it. 
The  Chairman.  No;  put  it  into  the  record. 
Mr.  Williams.  It  can  go  into  the  record  though. 
The  Chairman.  Certainly. 
Mr.  Williams  (reading) : 

National  bank  examiner. 

Trkasubt  Department, 
Office  of  Comptroller  of  the  Currency, 

Washington,  D.  C,  September  4, 1919. 
Comptroller  of  the  Currency, 

Washington,  D.  G. 

Sir:  Before  the  Senate  committee  yesterday  the  witness,  Mr.  Frank  J.  Ho- 
gan,  requested  that  he  be  furnished  with  a  statement  as  to  the  occasions  on 
which  I  called  on  District  Attorney  Laskey  In  connection  with  the  Riggs  litiga- 
tion. 

In  reply  I  beg  to  advise  you  that  I  kept  no  diary  of  the  infrequent  occasions 
when*  in  the  performance  of  my  official  duties,  it  became  necessary  or  deslrab'e 
to  call  on  the  district  attorney  as  national  bank  examiner,  either  In  connection 
with  the  Riggs  litigation  or  in  connection  with  any  of  the  other  cases  which 
from  time  to  time  It  has  been  my  duty  as  examiner  to  report  to  the  district  at- 
torney ;  and,  therefore,  I  regret  that  it  is  impossible  to  supply,  with  any  degree 
of  accuracy,  the  number  of  occasions  on  which  I  called. 

I  will  take  advantage  of  this  opportunity,  however,  to  state  most  emphati- 
cally that  Mr.  Hogan's  statements  or  insinuations  to  the  effect  that  the  Indict- 
ments of  Messrs.  C.  C.  Glover,  W.  J.  Flather,  and  H.  H.  Flather  for  perjury, 
was  brought  about  as  a  result  of  pressure  or  Insistence  on  the  part  of  the  Comp- 
troller of  the  Currency  or  of  any  of  the  officers  or  employees  of  the  bureau 
under  him  are,  to  the  best  of  my  knowledge  and  belief,  wholly  with  out  founda- 
tion. 

Respectfully, 

Jas.  Trimble, 
National  Bank  Examiner. . 

Mr.  WnxiAMS  (continuing) : 

Next,  I  ask  that  there  be  produced  from  the  official  records  lists  showing  the 
number  of  national-bank  examiners  and  the  number  of  assistants  to  national- 
bank  examiners  on  duty  in  Washington  during  the  years  1912  to  1918,  inclusive, 
together  with  the  names  and  titles. 

I  submit  this  for  the  record: 

September  4, 1919. 
Memorandum  for  the  comptroller: 

The  following  is  a  list  of  national-bank  examiners  and  assistant  national- 
bank  examiners  on  duty  in  Washington,  D.  O.,  during  the  period  1912  to  1918, 
inclusive : 

1912. 


National-bank  eawminers. 


Samuel  M.  Hann. 
R.  J.  C.  Dorsey. 


Samuel  Ja\  Hann. 
R.  J.  G.  Dorsey. 
R.  W.  Goodhart 


Assistant  national-bank  examiners. 

Prior  to  November  16,  1914  (the 
date  of  the  inauguration  of  the  Fed- 
eral Reserve  System),  the  examiners 
employed  their  own  assistants  and 
their  names  are  not  of  record  in  this 
office. 

1913. 

Same  as  in  1912. 
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1014. 


NaiionaUbsnt  sxaminer* — Con. 


R.  J.  C.  Dorsey. 

R.  W.  Goodhart  (1  examination  only). 

Owen  T.  Reeves. 

Sherrill  Smith1  (Nov.  14  to  Dec  81). 

James  Trimble. 


Astrt*  national-bank  examiner*— Con. 


B.  J.  Donohue  (Nov.  16  to 
E.  A.  Vavrlna  (Nov.  16  to 


31). 
31). 


1015. 


R.  J.  C.  Dorsey. 

Sfcerrill  Smith1  (Jan.  1  to  13>  Mar.  4 

to  6>  Apr.  14  to  May  21,  Ma;  27  to 

Oct  5). 
James  Trimble. 


B.  J.  Donohue. 
£2.  A.  Vavrlna. 


1016. 


It  J.  C.  Dorsey* 
James  Trimble. 

Thos.    P.    Howard'    (1   examination 
only). 


E.  A.  Vavrlna* 

E.  J.  Donohue  (to  Jane  2,  1016) 


1017. 


R.  J.  C.  Dorsey. 
James  Trimble. 

R.  Gordon  Finney  (3  examinations). 
R.L  fiargreaves  (4  examinations). 
Stephen  L.  Newnham'  (13  examina- 
tions). 
J.  K.  Woods  (3  examinations). 


H).  A.  Vavrlna. 

Thos.  F.  Kane  (from  Mar.  16). 
M.  F.  Trimble  (Mar.  1  to  15  only). 
J.  E.  Thompson  (Dec.  12  to  31  only). 


101& 


R.  J.  C.  Dorsey. 
Jas.  Trimble. 

R.  Gordon  Finney  (0  examinations). 
Stephen   L.    Newnham    (6   examina- 
tions). 


E.  A.  Vavrlna  (until  Mar.  3,  1019). 
Thos.  F.  Kane  (except  June  1  to  Nov. 

24,  in  Navy). 
Wm.   P.  Folger    (employed  for  short 

periods  only). 
M.  A.  Creasy. 

H.  A.  Graham  (from  Oct  1,  1918). 
J.  Cooke  Grayson  (from  July  6,  1918). 
Jas.  Trimble,  Jr.  (Sept  3  to  12  only). 
Thos.  H.  Davis  (only  1  examination). 
J.  E.  Thompson  (until  Sept  10). 


H.  B.  Davenport, 
A98istant  Olttof  Division  of  Examination: 


Treasury  Department, 
Office  Comptroller  of  the  Currency, 

Washington,  September  4,  1919. 
Hon.  George  P.  McLean, 
United  States  Senator, 

Chairman  Banking  and  Currency  Committee* 

Washington,  D.  C. 

Dear  Sir  :  In  response  to  the  suggestions  made  by  you  at  to-day's  meeting  of 
yotir  committee  that  I  should  furnish  you  a  table  showing  the  loans  made  to 
the  officers,  employees,  and  directors  of  the  national  banks  in  the  District  of 
Columbia  in  tabulated  form  at  the  times  of  the  first  examinations  of  these 


1  Chief  examiner  7th  Fed.  Res.  Diet.  The  records  relative  to  Chief  Examiner  Sherrill 
Smith  prior  to  Nov.  14.  1914,  can  not  be  located.  Mr.  Smith  was  on  leave  of  absence 
July  3,  17,  and  19.  1915. 

*  Chief  national  bank  examiner,  5th  district. 

"  Supervising  national  bank  examiner. 
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national  banks  in  the  years  1913,  1914, 1915,  and  1916,  I  now  beg  leave  to  hand 
you  table  A,  giving  the  above  Information  as  to  the  national  banks  of  the 
District  at  the  time  of  the  first  examinations  in  1913,  as  prepared  by  national- 
bank  examiners  from  the  reports  of  examinations ;  the  reports  of  examinations 
themselves  I  present  herewith ;  Table  B,  giving  the  same  information  as  to  the 
national  banks  of  the  District  for  the  year  1914 ;  Table  C,  similar  Information 
for  the  year  1915 ;  Table  D,  the  same  information  for  the  year  1916,  all  certi- 
fied, as  correct  by  National  Bank  Examiner  S.  B.  Oongdon. 

The  national  banks  of  the  District  in.  each  year  are  designated  by  numbers, 
beginning  with  the  bank  which  Is  lending  the  least  sum  to  its  officers,  em- 
ployees, and  directors,  and  ending  with  the  bank  which  is  lending  the  largest 
sum. 

From  the  reports  of  the  examiners  which  I  hand  you  herewith,  you  can 
readily  Identify  the  bank  making  the  loans  shown  in  the  accompanying  tables. 
Respectfully,  yours, 

Jwo.  Skzlton  Williams, 

Comptroller. 

Table  A. 

The  following  list  shows  the  loans  made  by  national  banks  of  the  District  of 
Columbia  to  their  officers,  employees,  and  directors  at  the  time  of  the  first 
examinations  in  1913  by » the  national-bank  examiners.  The  banks  are  num- 
bered in  the  order  of  the  aggregate  amount  of  their  loans  to  officers  and  di- 
rectors, the  bank  at  the  top  having  the  smallest  amount  of  such  loans  outstand- 
ing, and  the  bank  at  the  bottom  the  largest* 


Banks. 


No.  1. 
No.  2. 
No.  3. 
No.  4. 
No.  5. 
No.  ft. 
No.  7. 


Total 

loans 

Total 

to  offi- 

loans to 

cers,  am- 

officers 

nio  "668. 

and  em- 

and di- 

ployees. 

rectors. 

. 

$21,724 

85,524 

33,155 

0,082 

102,688 

21,771 

105,100 

114,282    

118,060 

2,076 

149,630 

37,883 

Total 

loans  to 

directors. 


Banks. 


816,900 
24,203 
80,817 
105,100 
114,282 
115,084 
111,854 


No.  8 

No.O 

No.  10 

No.  11 

No.  12,  Flttfs  Na- 
tional Bank 


Total 
leans 
to  offi- 
cers, em- 
ployees, 
and  di- 
rect on. 


$185,023 
300,078 
307,751 
329,068 

680,475 


Tctal 
leans  to 

officers 
and  em- 
ployees. 


$09,040 
127,032 


2,  no 

301,025 


Total 
loans  to 
directors. 


$85,983 
171,944 
307,751 
326,358 

387,560 


The  foregoing  statement  shows  that  at  the  time  of  the  examinations  referred 
to,  the  Riggs  National  Bank  was  lending  to  its  officers  and  employees  $301,925, 
or  within  $2,963  of  the  aggregate  amount  lent  by  the  other  11  banks  of  the 
District  to  all  of  their  officers  and  employees,  $304,888. 

If  we  should  deduct  from  the  loans  to  "  officers  "  of  national  banks  the  loans 
to  those  officers  who  are  actively  engaged  in  outside  business  enterprises  and 
who  devote  only  a  portion  of  their  time  to  the  affairs  of  the  bank,  we  would 
find  the  total  amount  of  money  loaned  by  the  Riggs  National  Bank  to  its  active 
officers,  $801,925.  was  more  than  twice  as  large  as  the  amount  of  money  loaned 
by  all  of  the  other  national  banks  of  the  District  to  all  of  their  officers  and 
employees  not  actively  engaged  in  outside  business,  namely,  $146,239. 

The  statement  also  shows  the  Riggs  National  Bank  at  the  time  of  the  May, 
1913,  examination  was  lending  to  its  officers,  employees,  and  directors  (includ- 
ing two  M  dummy  "  loans  of  something  over  $40,000),  the  sum  of  $689,457  (exclu- 
sive of  indirect  liabilities  not  included  in  above  table  which  would  bring  the 
total  up  to  over  $800,000).  This  $689,475  was  more  than  twice  as  much  as 
the  largest  amount  of  direct  loans  of  any  one  of  the  other  national  banks  of 
the  .District  at  the  time  of  the  1913  examinations  to  their  officers,  employees, 
and  directors ;  in  fact*  the  amount  of  such  loans  by  the  Riggs  National  Bank 
to  Its  officers  and  directors  exceeded  the  aggregate  amount  of  such  loans  which 
were  found  at  the  time  of  their  1913  examinations  in  seven  of  the  national 
banks  of  the  District. 

Certified  correct. 

Sidney  B.  Congdon, 

National  Bank  Examiner. 
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Table  B. 

The  following  table  shows  the  loans  made  by  all  the  national  banks  of  the 
District  of  Columbia  at  the  time  of  their  first  1914  examinations  by  the  na- 
tional-bank examiners,  to  their  officers,  employees,  and  directors: 


Bants. 


No.  1 
No.  2 
No.  3 
No.  4 
No.  5 
No. -6 
No.  7 


Total 
loans  to 
officers, 
employ- 
ees, and 
directors. 


120,048 
30,150 
42,042 
106,180 
123,003 
131,187 
172,421 


Loans  to 
officers 
and  em- 
ployees. 


$10,208 
8,724 
4,273 
3,816 
4,675 
15,  00 
75,240 


Loans  to 

directors. 


110,650 

30,435 

37,760 

102,573 

110,318 

115,887 

07,181 


Banks. 


No.  8 

No.O 

No.  10 

No.  11 

No.  12 

No.  13  (Riggs) 


Total 
loans  to 
officers, 
employ- 
ees, and 
directors. 


$203,212 
201,588 
308,216 
320,007 
368,446 
521,081 


to 
officers 
end  em* 
plojress. 


968,801 
76,711 
83,563 
37,411 
11,200 

222,484 


to 


$134,411 
126,877 


281,56* 
367,237 
209,497 


From  the  foregoing  table  it  will  be  seen  that  the  Riggs  National  Bank  was 
loaning  at  the  time  of  the  first  examination  in  1914  to  its  officers  and  employees 
the  sum  of  $222,484  (Including  two  "  dummy  "  loans  aggregating  about  $40,000), 
or  more  than  two  and  one-half  times  as  much  as  any  other  national  bank  in 
the  District  was  loaning  to  its  officers  and  employees  at  that  time. 

In  fact,  the  Riggs  National  Bank's  loans  to  officers  and  employees  exceeded 
the  aggregate  of  all  similar  loans  made  by  nine  other  national  banks  of 
Washington  at  the  time  of  the  examinations  referred  to. 

Total  loans  made  to  officers,  employees,  and  directors  by  the  Riggs  National 
Bank,  as  shown  by  the  above  table,  was  $521,081.  This  exceeded  by  more  than 
$150,000  the  aggregate  of  all  such  loans  made  by  any  other  national  bank  in 
the  District,  and  the  amount  of  the  Riggs  National  Bank's  loans  to  insiders 
exceeded  the  sum  total  of  all  such  loans  made  at  the  time  of » the  examinations 
referred  to  by  six  of  the  other  national  banks  of  the  District 

If  we  deduct  from  the  aggregate  all  loans  made  to  the  officers  of  other 
national  banks  who  are  engaged  in  outside  business  enterprises  and  devoting 
a  portion  of  their  time  to  the  banks,  we  will  find  that  the  amount  of  money 
that  the  Riggs  National  Bank  was  lending  to  its  active  officers  was  more  than 
all  the  other  national  banks  of  the  District  of  Columbia  combined  were  lending 
at  the  time  to  all  of  their  active  officers  not  engaged  in  outside  business. 

Certified  correct. 


Sidney  B.  Conodon, 

National  Bank  Examiner. 


a 


The  following  table  shows  the  loans  made  at  the  time  of  the  first  examination 
in  the  year  1915  by  the  national  bank  examiners  of  all  national  banks  in  the 
District  of  Columbia  to  their  officers,  employees,  and  directors. 

The  figures  as  to  the  Riggs  National  Bank  were  for  the  examination  of 
August  16,  1915.  The  loans  of  this  bank  to  officers  and  directors  by  August 
16,  1915,  while  the  litigation  with  the  comptroller's  office  was  before  the 
court,  had  been  reduced  from  an  aggregate  of  $689,475  at  the  examination  of 
May.  1913,  to  $207,047  in  August,  1915. 

The  records,  however,  indicate  that  the  active  officers  of  the  bank  had  not 
really  liquidated  their  loans  but  had  transferred  them  to  other  national  banks 
with  which  the  officers  of  the  Riggs  National  Bank  were  in  one  way  or  another 
affiliated  and  to  two  local  trust  companies,  and  that  the  borrowings  from  these 
institutions  by  four  active  officers  of  the  Riggs  Bank  had  amouned  to  more 
than  $750,000  very  largely  upon  speculative  bonds  and  stocks. 
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Banks. 


Na  1. 
No.  2. 
Nc.  3. 
Na  4. 
No.  5. 
No.«. 
No.  7. 


Total 
loans  to 
officers, 
employ- 
ees, and 
directors. 


$33,3*4 
48,931 
49,634 
105,171 
113,521 
124,756 
135,926 


Loans  to 

officer? 
and  em- 
ployees. 


$12,056 
14,184 
63,540 
8,070 
11,089 
13.410 


Loans  to 
directors. 


$33,354 

36,875 

35,450 

41,631 

105,451 

113,666 

122,516 


Banks. 


No.  8 

No.  9  (Riggs) 

No.  10 

No.  U 

No.  12 

No.  18 


ToUJ 
loans  to 
officers, 
employ- 
ees, and 
directors. 


156,059 
2J7,047 
209,385 
372, 103 
386,711 
432.447 


Loans  to 
officers 
and  em- 
ployees. 


65,825 


72,291 

26,001 
37,466 


Loans  to 
directors. 


90,234 
207.(147 
137,094 
362,260 
36ii,711 
394,981 


The  foregoing  table  shows  that  the  amount  of  loans  made  by  the  Kiggs 
National  Bank  to  Its  directors  at  the  time  of  the  August,  1915,  examination 
was  $207,047  which  was  less  than  the  loans  that  were  being  made  at  that 
time  by  four  other  national  banks  in  the  District  to  their  directors,  officers. 
and  employees,  but  still  exceeded  by  about  $60,000  the  sum  total  of  all  loans 
made  to  directors  of  four  of  the  national  banks  in  the  district  nil  combined. 

Certified  correct. 

Sidney  B.  Congdon, 

National  Bank  Examiner. 

Table  D. 

The  following  table  shows  the  loans  made,  at  the  time  of  the  first  examina- 
tions in  the  year  1916  by  the  national  bank  examiners,  by  all  the  national  banks 
of  the  District  of  Columbia  to  their  officers,  employees,  and  directors.  This 
table  shows  that  at  the  time  of  the  1916  examinations,  as  a  result  of  the  efforts 
and  remonstrances  of  the  comptroller's  office,  the  Irregular  and  excessive  loans 
which  the  Kiggs  National  Bank  had  'long  been  in  the  habit  of  making  to  its 
officers  and  employees,  largely  on  speculative  securities,  and  on  dumy  loans, 
and  which  at  the  time  of  May,  1913,  examination,  including  loans  to  directors, 
had  aggregated  $689,475  (exclusive  of  indirect  liabilities),  had  been  largely 
cleaned  up  and  eliminated  and  the  sura  total  reduced  to  about  $225,000,  or  to  be 
exact,  $224,975,  Immediately  preceding  the  rechartering  of  the  bank  in  June, 
1916: 


Banks. 


No.  1. 
No.  2. 
No.*. 
No.  4. 
No.  5. 
No.  6. 
No.  7. 


Total 

loans  to 

Loans  to 

officers, 

officers 

Loans  to 

emplry- 

and  em- 

directors. 

ees,  and 

ployees. 

directors. 

114,6.0 
32,191 

114,600 

20,340 

612,051 

51,840 

7,313 

44,527 

89,980 

9,625 

80,355 

82,078 

36,247 

4V31 

87,  .'63 

1,2  3 

6\970 

110,914 

2,655 

108,259 

Banks. 


No.  8 

No.  10 

No.  11  (Riggs) 

No.  12. 

No.  13 

No.  14. 


Total 
loans  to 

officers, 
employ- 
ees, and 
directors. 


$119,904 
149, 121 
197,903 
224,975 
316,813 
32),  346 
364  469 


Loans  to 
oJicerb 
and  em- 
ployees. 


112,593 

8,.  Oil 

107,852 

25 

5,836 

44,500 

136,848 


Loans  to 
directors. 


9107,311 
141, 121 
90,(61 
224,950 
31^,977 
284,846 
227,621 


At  the  time  of  the  1916  examinations  there  were  three  other  national  banks 
in  Washington  whose  loans  to  officers,  directors,  and  employees  exceeded  the 
amount  of  such  loans  made  by  the  Riggs  National  Bank.  The  Riggs  National 
Bank's  loans  to  its  directors  at  the  time  had  been  much  reduced,  but  still 
exceeded  the  sum  total  of  such  loans  made  oy  five  other  national  banks  of  the 
District  to  their  directors. 

Certified  correct 

Sidney  B.  Congdon, 

National  Bank  BwanUner. 
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Tablb  B. 

The  following  table  shows  the  loans  made  by  all  the  national  banks  of  the 
District  of  Columbia  at  the  time  of  their  first  1914  examinations  by  the  na- 
tional-bank examiners,  to  their  officers,  employees,  and  directors: 


Bants. 


No.l 
No.  2 
No.  3 
No.  4 
No.  6 
No.« 
No.  7 


Total 
loans  to 
officers, 
employ- 
ees,  and 
directors. 


129,048 
39,159 
42,042 
106,189 
123, 99 i 
131,187 
172,421 


Loans  to 
officers 
and  em- 
ploy* 


110,298 
8,724 
4,273 
3,616 
4,675 
15, .00 
75,240 


LoaDfl  to 
directors. 


119,650 

30,435 

37,769 

102,673 

119,318 

115,887 

97,181 


Banks. 


No.  8 

No.  9 

No.  10 

No.  11 

No.  12 

No.  13  (Riggs) 


Total 
loans  to 
officers, 
employ- 
ees, and 
directors. 


$203,212 

201,588 
308,216 
320,997 
368,446 
621,981 


Loans  to 
officers 
and  em- 
ployees. 


968,801 
76,711 
83,563 
37, 4U 
11,209 

222,484 


to 


S134,411 
126,877 


281,566 
357,237 
—   |»7 


From  the  foregoing  table  It  will  be  seen  that  the  Riggs  National  Bank  was 
loaning  at  the  time  of  the  first  examination  in  1914  to  its  officers  and  employees 
the  sum  of  $222,484  (including  two  "  dummy  "  loans  aggregating  about  $40,000), 
or  more  than  two  and  one-half  times  as  much  as  any  other  national  bank  in 
the  District  was  loaning  to  its  officers  and  employees  at  that  time. 

In  fact,  the  Riggs  National  Bank's  loans  to  officers  and  employees  exceeded 
the  aggregate  of  all  similar  loans  made  by  nine  other  national  banks  of 
Washington  at  the  time  of  the  examinations  referred  to. 

Total  loans  made  to  officers,  employees,  and  directors  by  the  Riggs  National 
Bank,  as  shown  by  the  above  table,  was  $521,081.  This  exceeded  by  more  than 
$150,000  the  aggregate  of  all  such  loans  made  by  any  other  national  bank  in 
the  District,  and  the  amount  of  the  Riggs  National  Bank's  loans  to  insiders 
exceeded  the  sum  total  of  all  such  loans  made  at  the  time  of  *  the  examinations 
referred  to  by  six  of  the  other  national  banks  of  the  District 

If  we  deduct  from  the  aggregate  all  loans  made  to  the  officers  of  other 
national  banks  who  are  engaged  in  outside  business  enterprises  and  devoting 
a  portion  of  their  time  to  the  banks,  we  will  find  that  the  amount  of  money 
that  the  Riggs  National  Bank  was  lending  to  its  active  officers  was  more  than 
all  the  other  national  banks  of  the  District  of  Columbia  combined  were  lending 
at  the  time  to  all  of  their  active  officers  not  engaged  in  outside  business. 

Certified  correct. 


Sidney  B.  Conodon, 

National  Bank  Examiner. 


a 


The  following  table  shows  the  loans  made  at  the  time  of  the  first  examination 
in  the  year  1915  by  the  national  bank  examiners  of  all  national  banks  in  the 
District  of  Columbia  to  their  officers,  employees,  and  directors. 

The  figures  as  to  the  Riggs  National  Bank  were  for  the  examination  of 
August  16,  1915.  The  loans  of  this  bank  to  officers  and  directors  by  August 
16,  1915,  while  the  litigation  with  the  comptroller's  office  was  before  the 
court,  had  been  reduced  from  an  aggregate  of  $689,475  at  the  examination  of 
May.  1913,  to  $207,047  in  August,  1915. 

The  records,  however,  indicate  that  the  active  officers  of  the  bank  had  not 
really  liquidated  their  loans  but  had  transferred  them  to  other  national  banks 
with  which  the  officers  of  the  Riggs  National  Bank  were  in  one  way  or  another 
affiliated  and  to  two  local  trust  companies,  and  that  the  borrowings  from  these 
institutions  by  four  active  officers  of  the  Riggs  Bank  had  amouned  to  more 
than  $750,000  very  largely  upon  speculative  bonds  and  stocks. 
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Banks. 


Total 
loans  to 
officers, 
employ- 
ees, and 
directors. 


Now  1... 
No.  2„ 
Nc.  3.. 
No,  4.. 
No.  5.. 
No.  6.. 
No.  7.. 


$33,  M4 
48,931 
49,634 
105.171 
113,521 
124,755 
135,926 


Loans  to 
officers 
and  em- 
ployees. 


112,056 
14,184 
&J.54J 
8,070 
11.089 
13.410 


Loans  to 
directors. 


133,354 

36,875 

35,450 

41,631 

105,451 

113,666 

122,516 


Banks. 


No.  8 

No.  9  (Rlggs) 

No.  10 

No.  11 

No.  12 

No.  18 


Total 
loans  to 
officers, 
employ- 
ees, and 
directors. 


156,059 
2J7,047 
209,385 
372,103 
386,711 
432.447 


Loans  to 
officers 
and  em- 
ploy pw. 


65,825 


72,291 
9,843 

»,oc> 

37,4e6 


Loans  to 
directors. 


90,234 
207,047 
137,094 
362,260 
36i»,711 
394,981 


The  foregoing  table  shows  that  the  amount  of  loans  made  by  the  Hlggs 
National  Bank  to  Its  directors  at  the  time  of  the  August,  1915,  examination 
was  $207,047  which  was  less  than  the  loans  that  were  being  made  at  that 
time  by  four  other  national  banks  in  the  District  to  their  directors,  officers, 
and  employees,  but  still  exceeded  by  about  $60,000  the  sum  total  of  all  loans 
made  to  directors  of  four  of  the  national  banks  in  the  district  all  combined. 

Certified  correct. 

Sidney  B.  Conodon, 

National  Bank  Examiner. 

Table  D. 

The  following  table  shows  the  loans  made,  at  the  time  of  the  first  examina- 
tions in  the  year  1916  by  the  national  bank  examiners,  by  all  the  national  banks 
of  the  District  of  Columbia  to  their  officers,  employees,  and  directors.  This 
table  shows  that  at  the  time  of  the  1916  examinations,  as  a  result  of  the  efforts 
and  remonstrances  of  the  comptroller's  office,  the  irregular  and  excessive  loans 
which  the  Rlggs  National  Bank  had  -long  been  in  the  habit  of  making  to  Its 
officers  and  employees,  largely  on  speculative  securities,  and  on  dumy  loans, 
and  which  at  the  time  of  May,  1913,  examination,  including  loans  to  directors, 
had  aggregated  $689,475  (exclusive  of  indirect  liabilities),  had  been  largely 
cleaned  up  and  eliminated  and  the  sum  total  reduced  to  about  $225,000,  or  to  be 
exact,  $224,975,  immediately  preceding  the  rechartering  of  the  bank  in  June, 
1916: 


Banks. 


No.  1 
No.  2 
No.  a 
No.  4 
No.  5 
No.  6 
No.  7. 


Total 
loans  to 
officers, 
emplcy- 
ees,  and 
directors. 


$14,6.0 
32,  £91 
51,840 
89,980 
82,078 
87,  '63 

110,914 


Loans  to 

officers 
and  em- 
ployees. 


f  12,  051 

7,313 

9,625 

36,247 

1,2  3 

2,655 


Loans  to 
directors. 


114,600 

20,3*) 
44,527 
80,355 
45/31 
6,f970 
108,259 


Banks. 


No.  8 

No.  9 

No.  10 

No.  11  (Rlggs) 

No.  12. 

No.  13 

No.  14. 


Total 
loans  to 

officers, 
employ- 
ees, and 
directors. 


$119,904 
149, 121 
197,903 
224,975 
316,813 
32?),  346 
364  469 


Loans  to 
oillcers 
and  em- 
ployees. 


112,593 

8,-OJ 

107,852 

25 

5,836 

44,500 

136,848 


Loans  to 
directors. 


$107,311 
141, 121 
9d,(51 
224,950 
31f,977 
284,846 
227,621 


At  the  time  of  the  1916  examinations  there  were  three  other  national  banks 
In  Washington  whose  loans  to  officers,  directors,  and  employees  exceeded  the 
amount  of  such  loans  made  by  the  Rlggs  National  Bank.  The  Riggs  National 
Bank's  loans  to  its  directors  at  the  time  had  been  much  reduced,  but  still 
exceeded  the  sum  total  of  such  loans  made  oy  five  other  national  banks  of  the 
District  to  their  directors. 

Certified  correct 

Sidney  B.  Conodon, 

National  Bank  Bwamtoter. 


832  NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 

went  to  the  Attorney  General's  office  perhaps  a  year  ago  in  regard  to 
another  case  under  the  direction  of  the  Comptroller  of  the  Currency 
to  get  some  information  in  regard  to  another  case,  as  to  what  was 
being  done  with  it.  I  did  not  see  the  Attorney  General  or  any  assist- 
ant.   I  saw  Mr.  Bruce  Bielaski. 

The  Chairman.  You  are  talking  about  something  happening  a 
year  ago? 

Mr.  Trimble.  A  year  ago,  in  regard  to  another  case  entirely,  in 
that  district. 

The  Chairman.  You  need  not  take  up  the  time  of  the  committee 
with  that. 

Mr.  Williams.  May  I  make  a  little  statement  here  in  regard  to 
the  examinations  which  Mr.  Hogan  has  spoken  of  for  1916?  On  page 
114  Mr.  Hogan  says: 

The  law  requires  that  there  shall  be  at  least  two  national-bank  examinations 
of  every  national  bank  a  year.  In  the  entire  year,  1915,  except  the  Riggs  Na- 
tional Bank  no  national  bank  in  the  District  of  Columbia  received  the  examina- 
tions that  the  law  required.  The  primary  thing  for  the  safety  of  depositors 
and  stockholders  was  ignored.  The  reports  made  by  the  banks  themselves  Is 
the  secondary  thing  by  which  the  bank's  condition  may  be  ascertained.  It  is 
the  examiners  with  their  assistants,  unannounced,  the  date  of  their  coming  not 
known,  walking  into  the  bank  and  sealing  up  things,  and  examining.  That  is 
the  big  safeguard  of  depositors.  Why  were  the  national  banks  of  the  District 
of  Columbia,  10  of  them,  outside  of  Riggs,  not  given  the  required  examina- 
tions in  1915?  And  I  think  I  could  almost  say  that  too  of  1914,  to  a  large 
extent.  I  will  show  you  the  dates  In  a  little  while.  Because  the  national-bank 
examiner  and  his  assistants  were  placed  in  the  Riggs  National  Bank,  kept  there 
day  in  and  day  out,  kept  there  digging  into  the  archives  of  the  bank  to  find 
out  something  with  respect  to  the  officers1  personal  conduct  20  years  before  the 
time  they  were  making  the  examination.    That  is  the  reason  why. 

Senator  Henderson.  What  I  wanted  to  know  is:  In  the  reports  made  by  the 
bank  to  the  Comptroller  of  the  Currency  were  these  facts  relative  to  dummies, 
as  referred  to  here,  given? 

Mr.  Hogan.  Yes,  sir. 

Senator  Henderson.  I  understand,  then,  from  your  testimony,  that  the  Nevlus 
case  was  reported  by  the  bank,  as  you  practically  explained  it? 

Mr.  Hogan.  Tes,  sir ;  and  that  when  he  wrote  his  letter  of  January  22,  1915, 
asking  for  those  facts,  he  had  this  thing,  because  this  is  an  exhibit  which 
emanated  from  him,  and  he  had  it,  as  shown  in  his  correspondence, 

Incidentally,  I  will  state  that  the  reports  by  the  bank  examiners 
did  not  disclose  the  dummy  loans.  They  were  ascertained  after 
investigation  and  oral  examination  of  the  officers  themselves,  but 
that's  incidental ;  the  statement  I  want  to  emphasize  is  that  the  record 
called  for  by  Mr.  Hogan  was  for  1914  and  1915,  primarily.  On  the 
next  page,  195  [reading]  : 

The  Chaibman.  Mr.  Hogan,  you  stated  that  the  other  national  banks  were 
not  examined  during  the  year  1915. 
Mr.  Hogan.  To  my  understanding,  I  said. 

The  record  shows  that  that  statement  was  also  incorrect. 
Now  I  will  turn  to  page  144  [reading] : 

The  Chaibman.  What  you  are  testifying  to  now,  I  suppose,  is  a  matter  of 
record? 

Mr.  Hogan.  Yes;  all  these  things  are  matters  of  record. 

In  the  year  1916  the  Federal  National  Bank,  in  this  city,  in  violation  of  the 
law  which  the  comptroller  was  sworn  to  enforce,  was  subjected  to  a  bank  ex- 
amination but  once,  and  that  examination  was  October,  1916,  ending  on  October 
2.  A  splendid  financial  Institution  is  that  bank,  but  what  have  you  Senators 
to  say  when  a  man  comes  in  here  and  swears  to  perform  the  duties  of  his  office, 
in  the  face  of  that  requirement  of  the  Revised  Statutes,  but  the  comptroller 
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here,  right  in  the  city,  when  he  is  using  his  bank  examiners  as  he  used  them 
against  the  Kiggs  Bank  (toes  not  have  the  Federal  National  Bank,  a  block 
away  from  the  Treasury  examined  at  all  from  March,  1915,  until  October,  1916? 
Get,  if  you  please,  the  long  time  that  passed  between  those  examinations. 

Now,  Mr.  Chairman  and  gentlemen,  that  is  simply  another  in- 
stance of  the  willful  misstatements  of  this  witness.  There  is  no 
foundation  whatsoever  for  that  utterance  of  his.  There  were  two 
examinations  for  1916,  two  examinations  required  by  law,  one  March 
9,  1916,  and  the  other  October  2,  1916.  I  produce  them  here  for  the 
use.  of  the  committee  in  executive  session.  I  simply  call  attention  to 
that  in  passing  as  a  simple,  a  minor  illustration  of  his  utter  disregard 
and  recklessness  of  facts  in  his  endeavors  to  attack  the  comptroller's 
office. 

I  now  submit,  Mr.  Chairman,  a  list  of  the  examinations  made  by 
the  comptroller's  office  of  the  national  banks  of  the  District  for  the 
year  1916. 

The  Chairman.  Now,  Mr.  Hogan,  are  there  any  records  which 
Mr.  Williams  has  introduced,  or  will  there  be  records  which  he  has 
promised  to  furnish  the  committee  which  you  wish  to  examine  be- 
fore you  make  your  statement? 

Mr.  Hogan.  Only  the  one  that  has  just  been  handed  to  you. 

The  Chairman.  This  one  [indicating]? 

Mr.  Hogan.  Yes,  sir;  and  I  think  I  can  look  at  that  now  with 
your  permission. 

Mr.  Williams.  Mr.  Chairman,  while  speaking  of  the  examinations 
for  1914,  1915,  and  1916,  I  have  answered — I  have  explained  why 
it  was  not  practicable  to  examine  all  of  the  banks  twice,  immediately 
after  the  passage  of  the  act. 

The  Chairman.  Yes;  you  have  gone  into  that  matter. 

Mr.  Williams.  And  how  it  became  necessary  for  us  to  enlarge  the 
force  of  examiners,  how  it  was  necessary  to  concentrate  upon  cer- 
tain banks  in  bad  condition  and  get  them  in  clean  condition,  and  have 
the  necessary  reforms  put  into  effect,  To  prove — to  show,  illustrate 
the  efficacy  of  the  examinations  by  the  comptroller's  office,  that  they 
have  measured  up,  I  think,  pretty  close  to  100  per  cent ;  I  remind  you 
of  the  fact  that  from  the  1st  of  January,  1918,  until  the  later  part  of 
last  month  there  were  only  two  national  bank  failures  in  the  entire 
country,  an  average  of  about  one  every  10  months.  I  call  your  attention 
to  the  fact  that  that  record  is  20  times — approximately  20  times  better, 
nearly  2,000  per  cent  better  than  the  record  for  immunity  from  fail- 
ure of  the  national  banks  in  the  25  years  preceding  the  administra- 
tion of  the  present  comptroller.  Now,  I  think  that  is  a  complete 
answer,  a  very  effective  answer,  as  to  the  adequacy  of  the  examina- 
tions and  the  wisdom  of  the  policies,  whatever  they  have  been,  of  the 
Comptroller  of  the  Currency,  in  giving  his  attention  to  the  banks 
that  needed  the  examination  most,  and,  where  necessary  to  do  so, 
in  deferring  the  examinations  of  some  of  the  banks  which  were 
known  to  be  in  good  condition,  and  from  whom  we  received  reports 
six  times  a  year. 

The  Chairman.  Now,  any  other  statement  that  you  wish  to  make 
this  morning,  Mr.  Williams?  The  committee  will  continue  the  hear- 
ings until  a  quarter  of  12. 

Mr.  Williams.  In  connection  with  the  inability  occasionally  of  the 
comptroller's  office  to  complete  the  two  examinations  of  all  national 
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banks,  I  would  call  attention  to  the  fact  that  there  have  been  fre- 
quent resignations  in  the  force  of  national-bank  examiners  both  in 
the  field  examiners  and  in  the  chief  examiners.  It  appears  that  they 
receive  a  training  in  the  prosecution  of  their  duties  as  examiners 
which  the  national  banks  and  State  banks  of  the  country  seem  to 
value,  and  they  are  constantly  offering  them  larger  salaries  in  order 
to  utilize  their  skill  and  experience  as  officials  of  the  large  banks  of 
the  country.  Those  resignations  have  sometimes  embarrassed  us  by 
their  frequency,  and  the  inability  at  once  to  fill  the  places  of  the  ex- 
pert examiners  who  have  been  called  to  other  fields  by  the  financial 
emoluments  which  are  offered  to  them;  but  that  is  simply  an  evi- 
dence that  the  skill  and  ability  of  the  examiners  is  recognized  by 
the  banks  whom  they  are  examining. 

Mr.  Chairman,  on  the  particular  matters  which  we  have  been  dis- 
cussing this  morning  I  defer  further  comments  for  the  present,  but 
will  have  something  further  to  say. 

The  Chairman.  Now,  Mr.  Williams,  we  have  to  close  these  hear- 
ings some  time.  I  am  anxious  that  you  complete  your  reply  to  Mr. 
Hogan,  and  then  expecting — anticipating  that  Mr.  Hogan's  state- 
ment will  close  the  hearing. 

Mr.  Williams.  You  mean  finish  my  statement  now? 

The  Chairman.  That  he  is  to  make. 

Mr.  Williams.  I  did  not  understand  that  at  all,  Mr.  Chairman.  I 
assume  that  I  will  be  given  the  opportunity  of  answering  the  state- 
ments he  makes.  If  he  confines  himself  to  the  truth,  I  shall  have 
nothing  to  say. 

The  Chairman.  If  there  is  any  special  point  contradicting  the 
statement  he  makes,  will  it  be  satisfactory  for  you  to  reply  in  writ- 
ing? 

Mr.  Williams.  I  should  like  the  opportunity  of  appearing  before 
the  committee  to  make  mv  statements.  I  have  been  confining  myself 
this  morning  mostly  to  tlie  questions  which  Mr.  Hogan  brought  up 
yesterday. 

The  Chairman.  Well,  we  have  to  finish  it  some  time.  Mr.  Cooper, 
do  you  want  to  make  any  further  statement  to  the  committee  on  this 
matter? 

Mr.  Cooper.  I  don't  think  so,  Mr.  Chairman. 

The  Chairman.  Very  well;  the  committee  is  adjourned  until  to- 
morrow morning  at  12  o'clock. 

(Whereupon,  at  11.35  o'clock  a.  m.,  the  hearing  was  adjourned.) 
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United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10.16  o'clock 
a.  m.  in  the  committee  room,  Senate  Office  Building,  Senator  George 
B.  McLean,  presiding. 

Present:  Senators  McLean  (chairman),  Newberry,  Henderson,  and 
Owen. 

Others  present:  John  Skelton  Williams,  Comptroller  of  the  Cur- 
rency ;  Frank  J.  Hogan,  representing  the  Riggs  National  Bank ;  Mr. 
Wade  H.  Cooper;  Mr.  James  Trimble,  national  bank  examiner; 
and  others. 

The  Chairman.  The  committee  will  be  in  order. 

Mr.  Hogan,  about  how  much  time  do  you  expect  you  will  need? 

Mr.  Hogan.  I  do  not  know,  Senator;  I  will  not  take  any  more  time 
than  necessary,  and  there  will  be.  some  things  I  can  insert  in  the 
record  without  reading. 

The  Chairman.  Mr.  Williams  wants  to  put  in  papers  this  morn- 
ing that  have  been  called  for,  and  I  suppose  there  is  no  objection  to 
that 

Mr.  Hogan.  No,  Senator.  As  you  know,  I  came  here  from  New 
England  and  I  am  very  anxious  to  get  away. 

The  Chairman.  Yes.  Well,  we  will  let  you.  Now,  if  there  will 
be  any  comment,  Mr.  Williams,  it  will  have  to  be  postponed,  because 
Mr.  Hogan  is  anxious  to  get  away.  He  has  been  here  now  waiting  on 
the  committee  two  days. 

Mr.  Williams.  Mr.  Chairman,  he  has  called  for  those  reports,  and 
he  has  made  the  bold  statement  that  if  he  had  that  information  he 
would  disprove  testimony  that  has  been  given.  Now,  if  it's  a  fair 
thing  to  do,  I  want  to  give  that  information  to  the  committee  before 
he  answers,  so  he  may  not  say  he  has  not  had  the  opportunity  of 
replying. 

The  Chairman.  Very  well ;  proceed. 

Mr.  Williams.  The  record  of  the  hearings  before  this  committee 
on  September  2,  enumerated  some  nine  sets  of  questions  for  informa- 
tion which  were  asked  for : 

First,  a  statement  giving  the  dates  in  the  year  1916  on  which  each  national 
bank  in  the  city  of  Washington  wns  subjected  to  examination  by  the  National 
Bank  Examiners,  as  commanded  by  law. 

That  was  presented  yesterday. 

Second,  from  the  records  of  the  comptroller's  office,  which  records  contain  the 
datftv  I  ask  that  he  be  called  upon  to  produce  a  list  showing  loans  to  officer^ 
directors,  and  employees  of  every  national  bank  in  the  city  of  Washington, 
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first,  at  the  time  of  the  first  report  made  in  response,  subsequent  to  July  1, 
1914 ;  and,  second,  at  the  time  of  the  last  examination  of  a  national  bank  ex- 
aminer preceding  July  1,  1914. 

I  submit  the  reports  herewith,  Mr.  Chairman.  They  are  volumi- 
nous. 

Third,  I  ask  that  he  be  required  to  produce  before  this  committee  the  diary 
kept  by  John  Skeiton  Williams  In  the  years  1915  and  1916,  particularly  with 
reference  to  the  entries  therein  on  the  subject  of  the  Riggs  Bank,  and  Its 
officers,  and  also  on  the  subject  of  the  Attorney  General,  and  the  attorneys  who 
represented  Mr.  Williams,  and  his  codefendants  in  the  Riggs  Bank  equity 


The  Chairman.  Mr.  Williams,  we  decided  yesterday  that  you  need 
not  submit  those. 

Mr.  Williams.  Well,  they  have  been  called  for,  and  I  am  per- 
fectly willing  to  submit  them. 

The  Chairman.  We  understand  that. 

Mr.  Williams.  And  I  wish  to  submit  these  statements  now: 

The  attached  papers  are  copies  of  leaves  taken  from  my  private  diary  cover- 
ing the  years  1914, 1915,  and  1916,  and  are  verbatim  copies  of  every  entry  made 
by  me  during  that  period,  as  contained  in  my  said  diary,  relating  to  any  con- 
versation had  by  me  or  statements  made  by  me  to  the  Secretary  of  the  Treas- 
ury or  any  other  Treasury  official  or  with  the  United  States  District  Attorney 
or  any  other  official  of  the  Department  of  Justice,  or  with  any  directors  or 
counsel  of  the  Riggs  National  Bank,  referring  directly  or  indirectly  to  the 
Riggs  controversy  or  to  the  Riggs  equity  suit  or  to  the  perjury  suit  against 
Messrs.  G.  O.  Glover,  W.  J.  and  H.  H.  Flather,  officers  of  the  Riggs  National 
Bank. 

These,  of  course,  are  only  for  a  conference  in  executive  session. 
They  are  here: 

Fourth,  that  there  be  produced  from  the  files  of  the  comptroller's  office  a 
copy  of  every  letter  sent  to  every  national  bank  in  Washington,  Riggs,  of 
course,  excepted,  as  It  has  already  been  produced,  criticizing,  commenting  upon, 
or  making  a  reference  to  loans  to  officers,  directors,  and  employees,  or  either  of 
these  classes,  rendered  in  the  years  1914  and  1915. 

Mr.  Chairman,  those  letters  are  here  for  the  executive  session,  the 
executive  use  of  the  committee. 
The  Chairman.  Are  they  marked  "executive  session!11 
Mr.  Williams.  No;  I  will  mark  them. 
The  Chairman.  I  wish  you  would  mark  all  exhibits. 
Mr.  Williams.  Next : 

That  there  be  produced  statements  from  the  official  records  of  the  comp- 
troller's office  showing  on  what  work  Mr.  James  Trimble,  national-bank  ex- 
aminer, was  engaged  from  May  22  to  December  31,  1915,  both  dates  Inclusive, 
giving  the  duration  in  each  Instance  of  the  work  on  which  the  examiner  was 
engaged,  together  with  dnta  showing  what  assistants  the  national-bank  ex- 
aminers for  the  District  of  Columbia  had  during  that  period  and  on  what  work 
these  assistants  were  engaged  during  that  period  and  the  duration  in  each 
case. 

I  should  like  to  read  this  into  the  record. 

The  Chairman.  No  ;  it  will  be  printed.    We  can  not  wait  for  that 

now.    It  is  not  necessary. 

Mr.  Williams.  This  is  not  for  executive  session. 

The  Chairman.  That  can  go  into  the  record. 

Mr.  Williams.  Yes;  all  right. 

Sixth,  that  there  be  produced  statements  from  the  official  records  of  the 
comptroller's  office  or  from  the  records  kept  by  National  Bank  Examiner  James 
Trimble,  showing  how  frequently  he  reported  to  the  United  States  Attorney  for 
the  District  of  Columbia,  or  visited  the  office  of  the  United  States  Attorney  for 
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National-bonk  easminers. 


ianrael  M.  Hann. 
EL  X  C.  Dorsey. 


-Samuel  M.  Hann. 
JL  J.  C.  Dorsey. 
TL.  W.  Goodhart. 


Assistant  national-bank  ewamtner*. 

Prior  to  November  16,  1914  (the 
date  of  the  inauguration  of  the  Fed- 
eral Reserve  System),  the  examiners 
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their  names  are  not  of  record  in  this 
office. 
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first,  at  the  time  of  the  first  report  made  in  response,  subsequent  to  July  1, 
1914;  and,  second,  at  the  time  of  the  last  examination  of  a  national  bank  ex- 
aminer preceding  July  1,  1914. 

I  submit  the  reports  herewith,  Mr.  Chairman.  They  are  volumi- 
nous. 

Third,  I  ask  that  he  be  required  to  produce  before  this  committee  the  diary 
kept  by  John  Skelton  Williams  In  the  years  1915  and  1916,  particularly  with 
reference  to  the  entries  therein  on  the  subject  of  the  Rlggs  Bank,  and  Its 
officers,  and  also  on  the  subject  of  the  Attorney  General,  and  the  attorneys  who 
represented  Mr.  Williams,  aud  his  codefendants  In  the  Rlggs  Bank  equity  case. 

The  Chairman.  Mr.  Williams,  we  decided  yesterday  that  you  need 
not  submit  those. 

Mr.  Williams.  Well,  they  have  been  called  for,  and  I  am  per- 
fectly willing  to  submit  them. 

The  Chairman.  We  understand  that. 

Mr.  Williams.  And  I  wish  to  submit  these  statements  now : 

The  attached  papers  are  copies  of  leaves  taken  from  my  private  diary  cover- 
ing the  years  1914,  1915,  and  1916,  and  are  verbatim  copies  of  every  entry  made 
by  me  during  that  period,  as  contained  in  my  said  diary,  relating  to  any  con- 
versation had  by  me  or  statements  made  by  me  to  the  Secretary  of  the  Treas- 
ury or  any  other  Treasury  official  or  with  the  United  States  District  Attorney 
or  any  other  official  of  the  Department  of  Justice,  or  with  any  directors  or 
counsel  of  the  Rlggs  National  Bank,  referring  directly  or  Indirectly  to  the 
Rlggs  controversy  or  to  the  Riggs  equity  suit  or  to  the  perjury  suit  against 
Messrs.  G.  O.  Glover,  W.  J.  and  H.  H.  Flather,  officers  of  the  Riggs  National 
Bank. 

These,  of  course,  are  only  for  a  conference  in  executive  session. 
They  are  here : 

Fourth,  that  there  be  produced  from  the  files  of  the  comptroller's  office  a 
copy  of  every  letter  sent  to  every  national  bank  in  Washington,  Rlggs,  of 
course,  excepted,  as  It  has  already  been  produced,  criticizing,  commenting  upon, 
or  making  a  reference  to  loans  to  officers,  directors,  and  employees,  or  either  of 
these  classes,  rendered  in  the  years  1914  and  1915. 

Mr.  Chairman,  those  letters  are  here  for  the  executive  session,  the 
executive  use  of  the  committee. 
The  Chairman.  Are  they  marked  "executive  session? w 
Mr.  Williams.  No  ;  I  will  mark  them. 
The  Chairman.  I  wish  you  would  mark  all  exhibits. 
Mr.  Williams.  Next : 

That  there  be  produced  statements  from  the  official  records  of  the  comp- 
troller's office  showing  on  what  work  Mr.  James  Trimble,  national-bank  ex- 
aminer, was  engaged  from  May  22  to  December  31,  1915,  both  dates  Inclusive, 
giving  the  duration  in  each  Instance  of  the  work  on  which  the  examiner  was 
engaged,  together  with  dnta  showing  what  assistants  the  national-bank  ex- 
aminers for  the  District  of  Columbia  had  during  that  period  and  on  what  work 
these  assistants  were  engaged  during  that  period  and  the  duration  in  each 
case. 

I  should  like  to  read  this  into  the  record. 

The  Chairman.  No;  it  will  be  printed.    We  can  not  wait  for  that 

now.    It  is  not  necessary. 

Mr.  Williams.  This  is  not  for  executive  session. 

The  Chairman.  That  can  go  into  the  record. 

Mr.  Williams.  Yes;  all  right 

Sixth,  that  there  be  produced  statements  from  the  official  records  of  the 
comptroller's  office  or  from  the  records  kept  by  National  Bank  Examiner  James 
Trimble,  showing  how  frequently  he  reported  to  the  United  States  Attorney  for 
the  District  of  Columbia,  or  visited  the  office  of  the  United  States  Attorney  for 
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the  District  of  Columbia  during  the  year  1915  prior  to  September  22  of  that 
year,  as  to  which  last-named  date  there  was  spectacularly  produced  before  this 
committee  a  subpoena  calling  upon  Mr.  Trimble  to  visit  the  United  States 
district  attorney's  office. 

Mr.  Chairman,  this  is  a  very  brief  letter.    I  would  like  to  read  it. 
The  Chairman.  No;  put  it  into  the  record. 
Mr.  Williams.  It  can  go  into  the  record  though. 
The  Chairman.  Certainly. 
Mr.  Williams  (reading) : 

National  bank  examiner. 

Treasury  Department, 
Office  of  Comptroller  or  the  Currency, 

Washington,  D.  C,  September  4, 1919. 
Comptroller  or  the  Currency, 

Washington,  D.  C. 

Sib:  Before  the  Senate  committee  yesterday  the  witness,  Mr.  Frank  J.  Ho- 
gan,  requested  that  he  be  furnished  with  a  statement  as  to  the  occasions  on 
which  I  called  on  District  Attorney  Laskey  in  connection  with  the  Rlggs  litiga- 
tion. 

In  reply  I  beg  to  advise  you  that  I  kept  no  diary  of  the  infrequent  occasions 
when,  in  the  performance  of  my  official  duties,  It  became  necessary  or  deslrab'e 
to  call  on  the  district  attorney  as  national  bank  examiner,  either  in  connection 
with  the  Riggs  litigation  or  in  connection  with  any  of  the  other  cases  which 
from  time  to  time  it  has  been  my  duty  as  examiner  to  report  to  the  district  at- 
torney ;  and,  therefore,  I  regret  that  it  is  impossible  to  supply,  with  any  degree 
of  accuracy,  the  number  of  occasions  on  which  I  called. 

I  will  take  advantage  of  this  opportunity,  however,  to  state  most  emphati- 
cally that  Mr.  Hogan's  statements  or  Insinuations  to  the  effect  that  the  indict- 
ments of  Messrs.  C.  C.  Glover,  W.  J.  Flather,  and  H.  H.  Flather  for  perjury, 
was  brought  about  as  a  result  of  pressure  or  insistence  on  the  part  of  the  Comp- 
troller of  the  Currency  or  of  any  of  the  officers  or  employees  of  the  bureau 
under  him  are,  to  the  best  of  my  knowledge  and  belief,  wholly  with  out  founda- 
tion. 

Respectfully, 

Jas.  Trimble, 
National  Bank  Examiner.. 

Mr.  Williams  (continuing) : 

Next,  I  ask  that  there  be  produced  from  the  official  records  lists  showing  the 
number  of  national-bank  examiners  and  the  number  of  assistants  to  national- 
bank  examiners  on  duty  in  Washington  during  the  years  1912  to  1918,  inclusive, 
together  with  the  names  and  titles. 

I  submit  this  for  the  record: 

September  4, 1919. 
Memorandum  for  the  comptroller: 

The  following  is  a  list  of  national-bank  examiners  and  assistant  national- 
bank  examiners  on  duty  in  Washington,  D.  C,  during  the  period  1912  to  1918, 
inclusive : 

1912. 


National-bank  eawminers. 


Samuel  M.  Hann. 
R.  J.  C  Dorsey. 


Assistant  national-bank  ewamtoere. 

Prior  to  November  16,  1914  (the 
date  of  the  inauguration  of  the  Fed- 
eral Reserve  System),  the  examiners 
employed  their  own  assistants  and 
their  names  are  not  of  record  in  this 
office. 


191& 


Samuel  M.  Hann. 
It  J.  C.  Dorsey. 
R.  W.  Goodhart 


Same  as  in  1912. 
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I  did  not  read  that,  Senators,  as  any  certificate  of  character  for 
myself;  I  read  it  to  show  you  that  in  May,  1915,  when  every  effort 
had  been  made  by  the  Comptroller  of  the  Currency,  even  to  the  ex- 
tent of  having  gotten  permission  from  the  Department  of  Justice  to 
employ,  before  this  equity  suit  was  ever  brought  or  contemplated, 
Louis  D.  Brandeis,  of  Boston,  as  his  counsel  in  Riggs  Bank  matters — 
when  every  effort  had  been  made  to  get  something  that  could  tie 
an  indictment  against  Riggs  Bank  officers  on — as  a  last  resort,  and 
only  futile  hope,  flimsy  as  it  was,  they  used  this  affidavit,  concern- 
ing which,  four  months  before  in  open  court  the  possibility  that  the 
judge  might  be  misled  by  a  misinterpretation  of  language,  had  not 
only  been  explicitly  avoided,  but  the  court  had  publicly  acquitted 
the  one  who  had  used  the  language  in  the  affidavit  that  was  made 
the  subject  of  the  subsequent  pretended  prosecution,  of  ever  having 
thought  of  misleading  the  court;  and  Mr.  Untermyer,  who  appeared 
before  you  here,  disclaimed  even  the  desire  to  intimate  it. 

Mr.  Chairman,  when  I  last  appeared  before  this  committee,  you 
yourself  asked  that  there  be  put  into  the  record  the  dates,  without 
putting  the  articles  in,  so  as  not  to  encumber  the  record,  of  press 
articles  published  in  Washington  newspapers  around  the  time  when 
I  testified  that  it  was  generally  reported  an  indictment  was  con- 
templated. May  17  to  May  22,  i915,  were  the  dates  when  the  equity 
suit  preliminary  hearing  was  conducted  in  Mr.  Justice  McCoy's 
court.  May  28,  1915,  the  Washington  Herald  published  the  fact 
that  an  indictment  of  the  Riggs  officers  was  rumored.  May  28, 1915, 
{he  Washington  Times  published  the  fact  that  the  district  attorney 
had  issued  subpoenaes  to  the  members  of  the  firm  of  Lewis  Johnson 
&  Co.  for  the  production  in  his  office  of  the  books  and  records  of  that 
firm  in  John  Doe  proceedings;  and  May  29,  1915,  the  Washington 
Times  published  an  article,  clearly  indicating  that  it  came  from  of* 
ficial  sources,  which  gave  verbatim  copies  or  the  Glover-Flather  af- 
fidavit, and  the  counteraffidavit  of  Lammond. 

With  these  dates  in  mind,  and  the  further  fact  that  the  indictment 
was  not  procured  until  October  1, 1915,  may  I  now  call  your  attention 
to  a  thing  which  I  think  worthy  of  putting  into  the  record  in  full.  Mr. 
J.  J.  Darlington  never  had  any  connection  with  the  Riggs  Bank  or 
its  officers  until  1916.  Mr.  William  G.  Johnson,  another  very  eminent 
leading  attorney  here,  also  never  had  any  connection  prior  to  the 
criminal  proceedings  in  the  fall  of  1915*  and  subsequently,  with  the 
Riggs  National  Bank,  or  any  of  its  officers,  in  his  capacity  as  an 
attorney.  When  the  newspaper  stated  that  there  was  contemplated 
an  attempt  to  indict  the  bank  officers  on  the  affidavit  already  de- 
scribed, I  selected  Mr.  Darlington  and  Mr.  Johnson  as  typical  lead- 
ing lawyers,  having  no  connection  with  the  matter  in  any  way,  and 
submitted  the  whole  record  to  them  for  their  opinion  as  to  whether 
or  not  there  was  anything  about  that  affidavit  on  which  to  base  a 
charge  of  perjury;  these  gentlemen  rendered  separate  opinions  in 
writing.  So  that  there  could  be  no  possible  excuse  for  anyone  pro- 
curing an  indictment  because  of  the  mere  quibble  over  legal  termi- 
nology. I  caused  to  be  published  in  the  Washington  newspapers 
of  May  31, 1915,  those  opinions;  that  publication  was  made  when  the 
local  papers  were  publishing  reports  that  indictments  would  be 
sought,  and  when  National  Bank  Examiner  Trimble,  under  Mr.  Wil- 
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liams's  direction,  was  searching  for  evidence  on  which  to  base  indict- 
ments. Every  newspaper  in  Washington  published  these  opinions  of 
Mr.  J.  J.  Darlington  and  Mr.  William  G.  Johnson,  and  the  Post,  in 
evident  recognition  of  the  weight  that  the  legal  eminence  of  these 
gentlemen  gave  their  conclusions,  published  the  opinions  verbatim. 
Months  before  the  indictments  were  procured,  therefore,  these  things 
were  known. 

The  Chairman.  Have  you  a  copy  of  the  opinions  there? 

Mr.  Hog  an.  I  have  it  here  in  my  bag.  Would  you  like  it  inserted, 
sir? 

The  Chairman.  I  certainly  would. 

Mr.  Hogan.  I  will  give  it  to  the  reporter,  sir. 

The  Chairman.  Yes;  any  time. 

Mr.  Hogan  (addressing  reporter).  Insert  it  right  there. 

[The  Washington  Post,  May  81,  1915.1 

Deny  False  Oath  by'Riggb'  Officers. 

stock  deals  on  personal  account  admitted,  says  cottn8el — made  facts  cleab 

IN   COUBT. 

Reports  current  during  the  last  week  that  John  E.  Laskey,  United  States 
attorney  for  the  District,  was  conducting  an  inquiry  into  the  stock  transactions 
appearing  on  the  books  of  the  bankrupt  firm  of  Lewis  Johnson  &  Go.  in  the 
name  of  the  Rlggs  National  Bank  occasioned  an  explanatory  statement  from 
the  bank's  counsel  last  night. 

BANK'S  COUNSEL  EXPLAINS. 

The  statement  was  prepared  by  former  Senator  Bailey  and  Frank  Hogan, 
and  is  in  effect  a  restatement  of  the  position  of  the  bank  in  connection  with 
this  matter  as  presented  to  Justice  McCoy  by  Mr.  Hogan  during  the  hearing 
recently  on  the  bank's  application  for  an  injunction  against  the  Treasury 
Department  officials.  However,  Messrs.  Bailey  and  Hogan  in  again  presenting 
their  argument  last  night  that  the  apparent  transactions,  as  shown  on  the 
brokerage  concern's  books,  were  not  transactions  of  the  bank  offered  the  sup* 
porting  testimony  of  two  prominent  members  of  the  local  bar,  J.  J.  Darlington 
and  William  O.  Johnson,  each  of  whom  declared  that  the  affidavit  to  this 
effect  presented  in  court  was  not  only  not  subject  to  prosecution  but  not  open 
to  criticism  of  any  kind. 

CITE  LEGAL  OPINIONS. 

The  statement  of  Messrs.  Bailey  and  Hogan,  together  with  the  opinions  of 
Messrs.  Darlington  and  Williams,  follows: 

"Apropos  of  the  publication  made  In  an  afternoon  paper  here  yesterday  to 
the  effect  that  the  district  attorney  is  conducting  an  investigation  of  the  stock 
transactions  appearing  on  the  books  of  Lewis  Johnson  &  Co.  in  the  name  of  the 
Rlggs  National  Bank,  counsel  for  the  bank  made  the  following  statement : 

"  Since  the  issues  presented  by  the  suit  instituted  by  this  bank  were  sub- 
mitted to  the  court,  neither  the  officials  nor  the  counsel  of  the  bank  have 
deemed  it  proper  to  issue  any  statement  The  publication  of  the  affidavit  sub- 
mitted to  Justice  McCoy  at  the  hearing,  signed  by  Charles  C.  Glover,  presi- 
dent; William  J.  Flather,  vice  president;  and  Henry  H.  Flather,  cashier  of 
the  bank,  together  with  the  affidavit  of  W.  Morris  Lammond,  formerly  book- 
keeper of  Lewis  Johnson  &  Co.,  makes  apppropriate  the  following  brief  state- 
ment: 

NOT  BANK   TRANSACTION. 

The  Rlggs  National  Bank  never  bought  or  sold  stock  for  its  own  account 
in  connection  with  Lewis  Johnson  &  Co.  For  years  the  officers  of  the  bank,  on 
behalf  of  individual  customers  and  at  times  on  their  own  behalf,  transacted 
the  purchases  and  sales  of  stock  through  local  brokers  having  New  York  Stock 
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Exchange  connections,  among  which  was  the  firm  of  Lewis  Johnson  &  Co. 
There  was  never  any  concealment  about  the  transactions  thus  conducted,  and, 
therefore,  never  any  intention,  in  court  or  elsewhere,  to  deny  thetr  existence 
Year  after  year  national-bank  examiners  have  repeatedly  examined  the  books 
of  the  hank,  which  clearly  exhibited  the  course  of  these  transactions  conducted 
by  the -bank  officiate  in  their  individual  capacity,  In  most  Instances  for  cus- 
tomers and  in  some  cases  for  themselves;  prior  to  the  pending  litigation  repeated 
reports  made  by  the  bank  to  the  Comptroller  of  the  Currency  informed  his 
office  precisely  how  customers  had  been  accommodated  in  the  making  of  their 
investments  since  the  bank's  organization.  At  the  hearing  before  Justice 
McCoy,  Mr.  Samuel  Untermyer  implied  that  the  Riggs  National  Bank  had 
bought  and  sold  stock  for  its  own  account  No  such  transaction  had  ever  taken 
place. 

To  meet  that  charge  the  affidavit  made  by  Mr.  Glover  and  the  Messrs*  Flatter 
was  filed.  The  affidavit  did  not  deny,  and  was  not  meant  to  deny,  that  there 
were  no  transactions  between  the  officers  of  the  bank  and  the  firm  of  Lewis 
Johnson  &  Co.,  but  it  did  deny  the  bank  itself  had  dealt  in  stocks,  and  counsel 
for  the  bank  explicitly  declared  in  open  court  that  this  was  the  purpose  of  the 
affidavit  There  was  no  possibility  of  misinterpreting  or  misunderstanding  the 
affidavit  while  the  court  hearing  was  still  in  progress  and  before  any  decision 
of  the  court  on  any  of  the  issues  had  "been  rendered. 

In  view  of  rumors,  subsequent  to  the  trial,  that  the  affidavit  was  questioned, 
and  in-  order  that  the  directors  of  the  bank  might  be  fully  informed,  Frank  J. 
Hogan,  of  counsel  for  the  bank,  some  days  ago  procured  opinions  from  two  of 
the  leaders  of  the  Washington  bar,  J.  J.  Darlington  and  William  G.  Johnson. 
each  of  whom  says  that  the  affidavit  is*  not  only  not  the  subject  of  prosecution. 
but  la  not  open  to  criticism  of  any  kind. 

OPINION     BY    MB.    DAKLTOGTON. 

"  The  opinions  rendered  are  as  follows : 

44  •  May  26,  1915. 

"  *  My  Deab  Mb.  Hogan  :  I  have  considered  as  carefully  as  I  could  in  the 
short  time  I  could  give  to  the  subject  to-day  your  inquiry  whether,  in  my 
opinion,  the  allegation  in  the  affidavit  of  Messrs.  Glover,  Flather  &  Flatter  of 
May  19,  1915,  that  the  Riggs  National  Bank  **  never  at  any  time  bought  or  sold 
any  stock  whatever  from  or  through  the  firm  of  Lewis  Johnson  &  Co.,"  can 
form  the  subject  of  a  successful  criminal  proceeding. 

M '  The  clause  of  the  affidavit  in  question  is  open  to  one  or  the  other  of 
the  following  constructions: 

14  *  (a )  That  the  bank  never  at  any  time,  on  its  own  account,  bought  or  sold 
any  stock  whatever  from  or  through  the  firm  of  Lewis  Johnson  &  Co. ;  or 

** '  ( & )  That  the  bank  sever  at  any  time,  either  on  Its  own  account  or  as 
agent  for  other  persons,  bought  or  sold  any  stock  whatever  from  or  througb 
the  firm  of  Lew  it  Johnson  &  Co, 

"  'A  statement  that  the  former  of  these  constructions  was  thit  which  was  in- 
tended by  the  affidavit  was  made  at  the  time  of  its  presentation  to  the  court 
and  leave  obtained  to  file  it,  as  appears  at  pages  425-26  of  the  stenographic 
record  of  the  hearing — this  statement  of  the  J^rnse  in  which  the  language  was 
used  being  made  by  yourself,  tlie  attorney  who  drew  it  and  by  whom  it  \va» 
presented  to  the  affiants. 

44  *  It  is  an  elementary  principal  in  boUi  civil  and  criminal  law,  and  especially 
in  the  latter,  tht  words  are  to  be  taken  in  nn  innocent  rather  than  in  an 
illegal  and  especially  rather  than  in  a  criminal  sense,  where  they  are  open 
to  two  constructions.  I  am  of  opinion  that,  on  this  ground,  the  clause  of  the 
affidavit  in  question  must  be  taken  as  referring  to  transactions  by  the  bank 
on  its  own  account,  and,  assuming  the  statement  to  be  true  in  that  sense, 
the  affidavit  not  only  is  not  the  subject  of  a  .successful  criminal  prosecution, 
but  is  not  open  to  just  criticism  or  censure  of  any  kind.  The  fact  that,  as 
stated,  its  presentation  to  the  court  was  accompanied  by  a  statement,  of  record, 
of  the  purpose  for  which  and  the  sense  in  which  it  was  offered,  would  be 
strongly  corroborative  of  this  view  and  should,  in  my  opinion,  of  itself  be  de- 
cisive of  the  question. 

" '  Upon  each  of  the  principles  above  stated,  I  am  of  opinion  that,  if  the 
bank  never  bought  or  sold  stock  on  its  own  account  from  or  through  the  firm 
of  Lewis  Johnson  &  Co.,  the  allegation  of  the  affidavit  in  that  respect  is  not 
open  to  just  criticism  and  certainly  not  to  criminal  prosecution. 
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<• 


•The  above  con*ld+ration&  would  apply  equally  to  the  succeeding  clause 
of  the  affidavit,  that  the  bank  never  at  any  time  made  short  sales  of  stock 
from  or  through  Lewis  Johnson  &  Co. 

••'That  the  affidavit  was1  understood  by  the  Government  itself,  through  its 
eouasel,  In  sense  (ft),  and,  therefore,  in  the  sense  to  which,  in  my  opinion,  It 
ls>  not  open  to  any  charge  of  falsity  if  the  bank  did  not  buy  or  sell  stocks  on 
its  own  account,  is  apparent  from  the  following  extract  from  the  argument 
of  Mr.  TTntermyer,  at  page  620:  "It  (the  bank)  was  doing  an  open  stock 
brokerage  business,  and  it  has  not  denied  it  and  it  can  not  deny  it." 

**'J.  J.  DABLnraroif.* " 

OPINION  OF  W.   O.   JOftNSON. 

"  •  May  28,  1018. 

••  •  I  have  given  very  careful  consideration  to  the  question  of  the  .proper  in- 
terpretation of  the  affidavit  of  Messrs.  Charles  C.  Glover,  William  J.  Flather, 
am)  Henry  H.  Flather,  executed  May  19,  1915,  and  filed  in  equity  cause  No. 
83300,  Riggs  National  Bank  v.  John  Skelton  Williams,  comptroller,  et  al. 

M '  I  had  the  benefit  of  hearing  most  of  the  discussion  over  thfs  affidavit  at 
the  time  it  was  offered  to  the  court,  and  subsequently,  when  its  verity  was 
attempted  to  be  assailed  by  Mr.  TTntermyer,  including  the  observations  of  the 
ooart. 

"  *  I  have  also  had  the  benefit  of  being  present  at  the  full  discussion  of  the 
matter  between  you  and  Mr.  Darlington  to-day. 

•"In  my  opinion,  the  statement  in  the  affidavit  that  the  Riggs  National 
Bank  never  bought  or  sold  any  stock  whatever  from  or  through  the  firm  of 
Lewis  Johnson  &  Co.,  and  never  made  a  short  sale  of  stock  through  that  firm 
is  insusceptible  of  extension  to  a  denial  of  any  act  except  transactions  of  that 
nature  on  its  own  account  for  Its  own  benefit,  in  which  it  was  the  owner  sell- 
ing, or  became  the  owner  by  purchase,  in  its  own  corporate  right;  or  was  in  its 
own  corporate  right  interested  in  the  avails  of  a  short  sale,  and  that  the  terms 
of  the  affidavit  can  not  be  construed  as  extending  to  such  purchases  or  sales, 
if  any  such  were  made  by  it,  as  the  agent  or  broker  of  any  person  or  corpora- 
tions. 

HOOK   KNTRTKS    UNIMPORTANT. 

M  *  If,  as  I  assume,  the  statement  in  the  affidavit  as  thus  construed  be  true, 
no  conviction  of  false  swearing  could  possibly  he  based  upon  it,  whatever  the 
bank  may  have  done  as  agent  or  broker  for  others. 

"*A  moment's  reflection  must  convince  any  lawyer  that  if  the  Riggs  Na- 
tional or  any  of  Its  officers  had  received  my  money  to  purchase  stock  for  me 
from  Lewis  Johnson  &  Co.,  no  amount  or  character  of  hook  entries  or  forms 
of  dealing  between  them  couid  prevent  my  showing  the  true  nature  of  the 
transactions,  that  the  bank  or  its  officers  were  my  agent  and  that  the  stock 
was  my  property  and  not  the  hanks. 

••  •  WrrxiAM  G.  Johnson.'  m 

The  Chairman.  Those  opinions  probably  contain  a  clear  state- 
ment of  the  alleged  perjury  contained  in  the  affidavits! 

Mr.  Hooan.  Exactly. 

The  Chairman.  And  what  the  Government  claimed  the  error 
was,  and  the  opinion  of  the  counsel  as  to  whether  it  was  an  indict- 
able offense  or  not,  is  what  I  want  to  get  into  the  record  somewhere. 

Mr.  Hooan.  I  will  put  them  in  here,  sir. 

The  Chairman.  Yes. 

(The  newspaper  article  and  opinion  have  been  inserted  in  the 
record  above.) 

Mr.  Hogan.  And  that  by  counsel  who  though  they  were  subse- 
quently in  the  criminal  case  months  afterwards  were  at  that  time 
selected;  first,  because  of  their  eminence;  second,  because  of  their 
ability;  third,  because  of  their  integrity;  and,  fourth,  because  of 
their  absolute  impartiality,  as  they  had  had  no  connection  with  the 
matter. 
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Now,  as  to  the  evidence  of  the  astounding  fact  that  the  absence  of 
the  word  "itself"  was  put  forth  as  an  excuse  for  the  indictment: 
In  the  course  of  the  cross-examination  of  myself  conducted  for  the 
prosecution  by  Assistant  Attorney  General  Fitts  during  the  criminal 
court  trial  the  following  questions  were  propounded  and  answers 
made  as  shown  by  the  record  of  the  proceedings  on  that  trial,  pages 
1401-2 : 

Question.  Did  you  explain  to  theui  (the  affiants)  that  the  meaning  of  that 
affidavit  was  simply  that  the  bank  had  not  bought  and  sold  stock  for  itself? 

Answer.  I  did. 

Question.  Then  why  did  you  omit  the  word  "itself"  from  the  affidavit? 

Answer.,  Because  I  don't  consider  that  it  ought  to  be  there.  I  consider 
when  I  say  the  Riggs  National  Bank  did  npt  buy  stock  that  that  has  only  one 
meaning.  I  know  the  meaning  of  the  word  "buy,"  and  it  means  to  acquire 
title  for  cash  to  a  thing.  The  word  "  sell '  means  to  pass  title  for  cash  to  a 
thing  as  distinguished  from  "  exchange." 

Question.  That  is  your  explanation  of  why  you  did  not  put  the  word 
"itself"  in? 

Answer.  Exactly.    I  thought  It  would  be  mere  surplusage.    I  still  think  so. 

Question.  Then  that  affidavit  represents  your  constructive  work  of  what 
you  think  a  truthful  affidavit  ought  to  be? 

'   Answer.  Yes;   or,   taking  all  these  facts  together,  the  conclusion.     What 
those  facts  present  I  put  in  that  affidavit. 

Question.  And  you  think  an  affidavit  with  words  that  carry  its  ordinary 
meaning  left  out  is  sufficiently  clear? 

Answer.  I  do  not  think  so.  I  think  that  the  ordinary  meaning  of  those 
words  in  that -affidavit  bear  but  one  construction. 

Question.  It  seems  that  a  difference  of  opinion  has  arisen  about  that. 

Answer.  Exactly.  As  I  said  before,  it  shows  how  easy  it  is  to  misinterpret 
a  written  paper. 

So  we  have  from  the  Government's  attorney,  in  the  foregoing,  the 
substantial  admission  that  three  citizens  of  standing  were  subjected 
to  indictment  because  of  a  quibble  over  whether  the  word  "  itself " 
should  have  been  in  an  affidavit,  so  as  to  make  it  read  "the  Riggs 
National  Bank  itself  did  not  buy  stock,"  when  in  fact  the  affidavit 
read  "  the  Riggs  National  Bank  did  not  buy  stock,"  and  the  further 
showing  that  these  men  were  indicted  because  of  a  difference  of 
opinion  regarding,  or  misinterpretation  of,  the  wording  of  a  paper 
filed  by  counsel  in  a  civil  suit.  Is  it  not  plain  that  the  indictment 
resulted  because  that  civil  suit  had  been  brought  against  the  Comp- 
troller of  the  Currency?  Is  it  conceivable  that  upon  such  a  pretext 
an  indictment  would  have  been  procured  if  the  affidavit  in  question 
had  been  filed  in  a  litigation  between  ordinary  individuals? 

Comptroller  Williams  has  told  you  in  his  testimony  here  that  this 
is  a  "  perjured  affidavit,"  and  takes  the  position  that  the  defense  to  it 
was  not  that  it  was  time  but  that  it  was  drawn  by  counsel  and  signed 
by  the  bank  officers  under  the  advise  of  counsel.  The  record  suffi- 
ciently answers  this.  Early  in  1916  when  the  officers  of  the  Riggs 
National  Bank  who  had  been  indicted  were  earnestly  seeking  a  trial, 
and  were  meeting  with  delays  from  the  Government's  representatives, 
we  filed  a  motion  in  court  for  a  bill  of  particulars  and  for  a  prompt 
trial.  That  motion  came  on  for  hearing  April  7,  1916,  and  on  page 
72  of  the  record  of  the  criminal  court  proceedings  it  will  be  found 
that  Mr.  James  B.  Archer,  assistant  district  attorney,  in  the  course 
of  his  remarks,  said : 

We  have  known  that  there  has  been  a  newspaper  campaign,  natural  or  In- 
spired, undertaking  to  show  that  the  swearing  to  this  affidavit,  which  Is  the 
subject  of  this  case,  was  an  accident. 
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And  immediately,  in  open  court,  counsel  for  the  defendants  said — 
and  this  thing  was  published  in  every  newspaper,  so  the  comptroller 

must  know  it — 

Mr.  Hooan.  If  your  honor  please,  the  statement  has  just  been  made  by 
counsel  for  the  Government,  In  absolute  defiance  of  the  Court  of  Appeal's 
opinion  rendered  in  the  case  of  Fulton  r.  United  Stages,  just  last  week,  that 
a  newspaper  campaign  has  been  carried  on — I  assume  he  means  by  these 
defendants  or  their  counsel — undertaking  to  disseminate  in  this  community 
the  idea  that  the  swearing  by  Mr.  Glover  and  the  Messrs.  Flather  to  this 
affidavit  was  an  accident. 

That  statement  is  as  utterly  untrue  as  any  statement  that  could  possibly 
fall  from  the  lips  pf  man.  There  has  not  only  been  no  attempt  to  say  to 
this  court  or  to  this  community  that  that  affidavit  was  sworn  to  by  accident, 
but  as  the  judicial  records  of  this  court  show  that  I  drew  that  affidavit,  I 
deny  and  refute  the  insinuation  coming  from  a  sworn  officer  of  the  Govern- 
ment that  those  men  or  the  drafter  of  the  affidavit  would  stand  in  any  court, 
or  any  community,  and  claim  that  thing  an  accident. 

As  the  district  attorney  sat  In  this  court  when  Mr.  Justice  McCoy  presided 
and  heard  how  that  affidavit  was  drawn,  his  assistant  could  have  no  possible 
warrant  for  his  statement.  I  say  here,  now,  that  no  more  deliberate  act 
was  ever  done  by  human  being  than  the  act  of  the  gentlemen  who  swore  to 
that  affidavit,  or  the  act  of  the  member  of  this  bar  who  drew  that  affidavit.  ■ 

That  was  before  the  trial.  Senators.  Was  there  any  dodging, 
ducking,  or  side-stepping — if  I  may  u<o  the  ring-side  parlance  of 
the  honorable  Comptroller  of  the  Currency — in  that  statement  to 
the  court?  I  repeat,  that  statement  was  publicly  made  about  what, 
despite  an  open  trial  and  acquittal  of  the  makers,  Mr.  Williams 
here  again  calls  a  "  perjured  affidavit,"  and  tells  you  that  the  mak- 
ers were  acquitted  only  because  I  took  the  responsibility. 

I  had  stated  in  the  equity .  proceedings  that  the  mere  drafting 
of  the  affidavit  was,  of  course,  hurriedly  done.  It  was  hurriedly 
dictated  in  the  midst  of  a  trial,  and  it  took  only  a  few  minutes 
to  dictate  it.  So,  when  the  trial  on  the  indictment  was  on,  Mr. 
Assistant  Attorney  General  'Fitts,  specially  assigned  to  conduct 
on  behalf  of  the  prosecution  that  remarkable  trial,  elicited  by  cross- 
examining  me,  while  I  was  on  the  witness  stand  for  the  defense, 
the  following,  which  is  taken  from  pages  1371,  1372,  and  1374  of 
the  record  in  the  criminal  proceedings,  the  questions  being  by  Mr. 
Fitts,  representing  the  Government,  and  the  answers  being  by 
myself: 

Cross-Exam i nation  by  Mr.  Fittb: 

Question.  You  say  you  stand  by  this  affidavit? 

Answer.  I  do. 

Question.  And  that  it  was  prepared  by  you? 

Answer.  It  was. 

Question.  You  stated  here  in  this  court  room  to  Justice  McCoy  on  the  hear- 
ing on  the  forenoon  of  the  21st  of  May,  1915,  that  this  affidavit  had  been 
hurriedly  prepared,  did  you  not? 

Answer.  I  did  use  that  expression.  In  explaining  what  might  be  the  reason 
for  misunderstanding,  I  said  that  in  the  hurried  drafting  of  the  affidavit,  the 
hurried  preparation  of  the  affidavit,  I  might  have  been  unfortunate  in  convey- 
ing the  wrong  inference. 

Question.  Do  you  deny  that  you  stated  on  that  occasion  that  it  had  been 
hurriedly  prepared? 

Answer.  I  have  already  said  what  I  stated,  and  I  stand  by  it. 

Question.  What  is  that? 

Answer.  That  in  the  hurried  drafting  of  this  affidavit  I  might  have  used 
language  which  conveyed  a  wrong  inference  to  his  honor's  mind. 

Question.  And  on  the  forenoon  of  April  8,  1916,  here  in  this  same  court 
room,  you  stood  here  and  said,  did  you  not.  that  no  more  deliberate  act  was 
ever  prepared  by  human  hand? 
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Answer.  Exactly,  and  I  said  just  that  .to  this  jury  five  minutes  ago,  and 
repeat  it  now. 

Question.  You  claim  that  both  of  those  are  true? 

Answer.  Absolutely  true.  It  took  one  minute  to  dictate  that.  That  is  a 
matter  of  hurry  in  using  language,  the  act  of  getting  that  up  was  perfectly 
deliberate.    It  was  the  result  of  a  year  of  gathering  facts.    *    *    * 

Question.  You  do  not  claim,  then,  that  that  tells  the  truth  on  the  face  of  It? 

Answer.  Of  course  It  does.    I  not  only  claim  It,  but  nobody  would  dispute  it 

Yon  have  been  told  by  Mr.  Williams,  in  effect,  that  the  defense 
was  not  that  the  affidavit  was  true,  but  the  defense  was  that  the 
defendants  could  escape  because  they  acted  on  advice  of  counsel. 
Here  is  the  record  showing  what  was  said  to  the  jury  on  the  trial, 
from  which  you  will  see  that  the  defense  was  truth.  On  page  1374, 
question  by  Assistant  Attorney  General  Fitts,  answer  by  myself, 
referring  to  the  affidavit: 

Question.  You  do  not  claim,  then,  that  that  tells  the  truth  on  the  face  of  it? 
Answer.  Of  course  It  does.    I  not  only  claim  It,  but  nobody  would  dispute  it. 

On  pages  1400-1402  the  following  testimony  was  given v  the  ques- 
tions being  by  Mr.  Fitts,  the  answers  by  myself: 

Question.  Did  you  explain  to  Mr.  William  J.  Flather  that  affidavit  was  to  be 
used  to  meet  the  situation  that  had  been  presented  by  the  Bennett  affidavit 
and  its  exhibits? 

Answer.  No,  I  did  not.    I  explained  to  him  precisely  the  contrary. 

Question.  You  did? 

Answer.  I  explained  to  him  that  that  affidavit  was  to  be  used  to  meet  what 
I  had  understood  Mr.  Untermyer's  statement  to  be  after  recess. 

Question.  Did  you  understand  that  it  was  necessary  to  meet,  by  pleading  in 
a  cause,  the  mere  statements  of  counsel? 

Answer.  I  understood  that  in  that  case  a  statement  which  carried  that 
inference  should  be  met  by  that  affidavit.    At  least,  I  thought  It  advisable. 

Question.  And  you  deny  that  you  prepared  that  affidavit  to  meet  the  Ben- 
nett affidavit  and  its  exhibits? 

Answer.  I  absolutely  deny  it.  If  I  had  done  that,  I  would  have  prepared 
it  before  May  17. 

Question.  You  stand  by  that? 

Answer.  You  bet  I  do. 

Question.  And  it  would  take  a  miracle  to  change  that? 

Answer.  Yes,  it  would. 

Question.  Did  you  explain  to  them  that  the  meaning  of  that  affidavit  was 
simply  that  the  bank  had  not  bought  and  sold  stock  for  itself? 

Answer.  I  did. 

Question.  Then  why  did  you  omit  the  word  "Itself"  from  the  affidavit? 

Answer.  Because  I  don't  consider  thnt  it  ought  to  be  there.  I  consider, 
when  I  say  the  Riggs  National  Bank  did  not  buy  stock,  that  that  has  only 
one  meaning.  I  know  the  meaning  of  the  word  "buy."  It  means  to  acquire 
title  for  cash  to  a  thing.  The  word  "  sell "  means  to  part  with  title,  for  cash, 
to  a  thing,  as  distinguished  from  "  exchange." 

Question.  That  is  your  explanation  of  why  you  did  not  put  the  word  "  itself  H 
in? 

Answer.  Exactly.    I  thought  it  would  be  mere  surplusage.    I  stiU  think  so. 

Question.  Then  that  affidavit  represents  your  constructive  work  of  what  you 
think  a  truthful  affidavit  ought  to  be? 

Answer.  Yes;  or,  taking  all  of  these  facts  together,  the  conclusion.  What 
those  facts  present  I  put  in  that  affidavit. 

Question.  And  you  think  an  affidavit  with  words  that  carry  its  ordinary 
moaning  left  out  Is  sufficiently  clear? 

Answer.  I  don't  think  so.  I  think  that  the  ordinary  meaning  of  those  words 
in  that  affidavit  bear  but  one  construction. 

Question.  It  seems  that  a  difference  of  opinion  has  arisen  about  that. 

Answer.  Exactly.  As  I  said  before,  it  shows  how  easy  it  Is  to  misinterpret 
a   written  paper. 
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On  pages  1418-1419  the  testimony  continues: 

Question.  At  the  time  you  prepared  that  affidavit  for  these  defendants  to 
sign,  did  you  know  that  it  was  the  custom  of  the  Riggs  National  Bank  through 
its  officers  and  employees  to  enter  a  credit  in  the  pass  book  of  Lewis  Johnson 
&  Co.  with  the  Riggs  National  Bank  upon  the  receipt  at  the  bank  of  advices 
from  Lewis  Johnson  &  Co.  that  the  stock  had  bewi  purchased  for  the  account 
and  risk  of  that  bank? 

Answer.  I  knew  that  when  the  bills  came  in  for  stock  bought,  it  was  the 
custom  to  treat  that  as  a  deposit  and  credit  Lewis  Johnson  &  Co.  I  knew  just 
what  is  shown  here  in  evidence  by  the  United  States  was  the  way  these  trans- 
actions were  carried  on ;  yes. 

Question.  You  knew  that  those  advices  came  to  the  Riggs  National  Bank  ad- 
vising it  that  those  purchases  had  been  made  for  Its  account  and  risk? 

Answer.  I  knew  the  form.  I  had  never  seen  the  advices  actually  addressed 
to  the  bank.  For  several  years  they  had  been  put  on  a  form,  and  I  knew  the 
wording  of  that  form  of  advice. 

Question.  You  knew  the  money  was  passed  to  the  credit  of  Lewis  Johnson 
&  Co.  and  was  available  to  them  before  the  stock  certificates  were  actually 
received  at  the  bank. 

Answer.  Yes;  I  knew  that  accommodation  was  extended  to  Lewis  Johnson 
&  -Co.,  and  Incidentally  the  customers. 

Question.  And  In  the  face  of  that  you  had  the  defendants  swear  to  what  is 
contained  in  this  affidavit 

Answer.  Yes.    It  was  absolutely  true.    Why  shouldn't  I? 

Question.  Yon  still  contend  it  is  true? 

Answer.  No  doubt  about  it  in  my  mind.  I  never  contemplated  for  a  moment 
that  such  a  preposterous  thing  as  an  indictment  would  be  predicated  on  that 
affidavit 

Question.  Among  other  things  that  Mr.  William  J.  Flather  asked  just  before 
he  signed  that  affidavit  that  afternoon  or  evening  was  whether  U  would  be  safe 
to  sign  the  affidavit,  did  he  not? 

Answer.  He  did  not  ask  me  anything  of,  the  kind. 

Question.  Did  he  not  ask  you  whether  it  would  be  perjury  to  sign  it? 

Answer.  Of  course  not.  If  he  had  I  would  have  told  him  no,  but  he  did  not 
ask  it 

Question.  He  did  not? 

Answer.  No ;  he  did  not.  Such  a  thing  was  never  suggested.  As  I  told  you  a 
few  moments  ago,  I  did  not  think  it  was  possible  for  anybody  to  suggest  thaf 
that  affidavit  was  perjury,  much  less  charge  it. 

The  above  was  the  testimony  presented  to  an  American  jury.  The 
issue  was  square  cut  and  manfully  met.  The  charge  was  that  the 
affidavit  was  false.  The  defense  was  that  the  affidavit  was  true.  The 
charge  fell.  The  defense  was  upheld.  When  I  last  appeared  before 
this  committee  I  in  detail  told  you  how  the  defendants  were  ac- 
quitted— the  vindication  and  the  ovation  which  was  given  them.  I 
need  not  repeat  it  now. 

Have  I  not  now  shown  you  the  utterly  inexcusable  and  the  pitiably 
flimsy  character  of  the  charge  on  which  the  so-called  perjury  prose- 
cution was  founded  and  the  undoubted  acquittal  of  the  bank's  officers 
on  the  merits  of  the  case?  What  do  you  think,  Senator  Henderson — 
do  not  express  it  now,  but  when  you  come  to  pass  upon  this  thing — 
of  the  procuring  of  an  indictment,  on  a  charge  of  perjury  based  upon 
the  question  ox  the  construction  of  language  in  a  legal  document, 
used  in  a  civil  suit,  drawn  by  counsel  in  that  suit,  and  signed  by 
clients  under  counsel's  advice,  and  explained  immediately  when  there 
was  some  question  raised  about  its  construction?  Is  it  not  too  plain 
for  argnment  that  such  an  indictment  was  based  on  the  personal 
animus  of  the  Government  official  whose  hostility  dictated  the  desire 
to  use  the  power  of  the  Government,  of  which  he  was  a  part,  against 
the  men  indicted  ? 
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When  Mr.  Darlington  made  his  statement  to  this  committee,  which 
will  be  found  in  part  2,  pages  163-170  of  these  hearings,  Senator 
Henderson  asked  nim  whether  or  not  at  the  time  the  bank's  officers 
were  demanding  a  trial  of  the  perjury  charge  against  him  and 
were  meeting  with  opposition  in  getting  it  the  local  court  dockets 
were  crowded.  They  were.  They  have  always  been-  But  there  were 
two  criminal  courts  at  that  time,  and  one  oi  them  was  hearing  civil 
cases.  For  months  after  this  indictment  was  procured — for  tne  de- 
fendants were  not  able  to  obtain  a  trial  for  more  than  seven  months 
after  the  indictment  was  filed — municipal  court  appeal  cases  and 
things  of  that  sort  were  being  heard  in  criminal  court  No.  2;  the 
law  designates  two  branches  of  our  court  as  criminal  courts:  when 
criminal  cases  are  not  being  tried  in  what  is  known  as  criminal  court 
No.  2  that  court  is  used  as  a  sort  of  "  waste  basket "  for  miscellaneous 
matters,  and  it  was  hearing  these  petty  civil  cases  when  we  were 
incessantly  knocking  at  the  door  for  a  trial.  It  took  less  than  one 
day  before  the  grand  jury  to  procure  the  indictment;  it  took  seven 
months  for  the  prosecuting  officers  to  consent  to  a  trial  ynder  the 
indictment ;  it  took  the  Government  more  than  two  weeks  to  present 
on  the  trial  the  evidence  on  which  it  relied  to  support  the  indict- 
ment thus  expeditiously  obtained  and  thus  so  slowly  brought  to  trial. 

The  overwhelming  -force  of  the  acquittal  of  the  Kiggs  Bank's 
officers  is  attempted  to  be  lessened  by  Mr.  Williams  in  his  already 
referred  to  communication  to  the  chairman  of  this  committee,  dated 
August  12,  1919,  in  which  he  charges  that  counsel  for  Mr.  Flather 
had  refused  to  permit  him  to  "  incriminate "  himself  and  also  that 
documentary  evidence  which  would  have  established  the  guilt  of  the 
bank's  officers  had  been  destroyed.  I  shall  not  appropriately  charac- 
terize either  of  these  charges  here.  I  shall  be  content  to  allow  the 
facts  to  speak  for  themselves. 

On  May  28,  1915,  a  few  days  after  the  close  of  the  preliminary 
arguments  in  the  equity  case,  while  that  case  was  pending,  and 
while  the  newspapers  carried  reports  of  a  threatened  criminal  prose- 
cution, Mr.  Williams  brought  from  Chicago  National  Bank  Exam- 
iner Sherill  Smith;  he  was  not  satisfied  with  the  progress  being 
made  by  the  lo^al  bank  examiner,  Mr.  James  Trimble;  as  I  have 
already  said,  this  Mr.  Smith  was  supposed  to  be  keen  as  a  cross- 
examiner  ;  so  Mr.  Williams  brought  this  Chicago  examiner  here,  and 
sent  him  into  the  Biggs  Bank,  and  he  put  the  officers  under  oath 
and  started  to  ask  those  officers  to  turn  over  to  Mr.  Williams,  first, 
the  evidence  that  we  were  going  to  use  in  our  equity  suit;  and, 
second,  the  papers  pertaining  to  the  Lewis  Johnson  &  Co.  transac- 
tions upon  which  they  hoped  to  predicate  an  indictment.  As  a  law- 
yer for  the  bank,  having  charge  of  the  pending  litigation,  and  as 
counsel  for  the  bank's  officers,  who  by  rumor  were  thus  threat°ned, 
I  told  Mr.  Smith  that  anything  he  wanted  with  regard  to  the  affairs, 
the  condition,  of  the  bank,  of  course  he  was  entitled  to;  but  that 
he  could  not  go  in  there  and  get  out  of  us  the  evidence  in  our  de- 
fense in  these  cases  unless  I  could  have  from  an  appropriate  Gov- 
ernment officer  assurance  that  it  was  not  to  be  used  as  evidence  in 
any  case. 

Now,  Senator  Henderson — of  course,  I  do  not  expect  you  to  an- 
swer now — but  you  are  a  lawyer,  you  have  had  experience  in  my 
profession — would  you,  or  any  other  decent  lawyer  charged  with 
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cases  of  that  kind  at  that  time,  have  done  anything  else?  Mark  you, 
I  did  not  use  a  word  about  incriminating  himself;  there  is  not  a 
word  in  my  statement,  which  you  will  find  quoted  on  pages  3  to  5 
of  this  pretended  letter  from  the  comptroller  to  the  chairman  of  this 
committee,  dated  August  12,  1919,  in  which  I  told  Mr.  Flather  or 
anybody  else  that  he  should  not  answer  on  the  ground  he  might  in- 
criminate himself;  not  the  slightest  suggestion  of  that  from  me, 
but  the  statement  that  unless  and  until  we  were  assured  they  were 
not  simply  trying  to  dive  into  our  papers  for  evidence  in  these  cases, 
I  was  not  going  to  permit  him  to  answer.    That  is  all. 

Yesterday  you  were  told  by  Mr.  Williams  that  I  could  not  show 
one  single  statement  ever  made  by  him  that  was  not  absolutely  true. 
I  turn  directly  to  pages  12  and  13  of  this  letter  of  his  of  August  12, 
1919.  When  I  last  appeared  before  this  committee  I  showed  that 
in  March,  1915,  the  Riggs  Bank  had  received  a  letter  from  the  comp- 
troller asking  it  to  report  what  bank  records  had  been  destroyed, 
and  directing  the  bank  not  to  destroy  any  records;  and  then  I  read 
from  the  sworn  statement  of  the  bank's  officers,  in  which  they  in- 
formed the  comptroller  that  no  bank  records  had  been  destroyed, 
and  no  bank  records  would  be  destroyed. 

By  referenceto  pages  11  to  13  of  the  Williams  August  12,  1919, 
communication  you  will  find  a  black-face  type  heading,  of  Comptrol- 
ler Williams's  composition,  reading : 

Bank  destroys  incriminating  evidence,  though  Hogan  falsely  declares  to  Senate 
committee  bank  had  never  done  so. 

Really,  Senators,  I  can  not  characterize  that  statement  without 
using,  what  I  will  not  use  here,  a  short  and  ugly  word. 

On  May  28,  1915,  after  we  had  completed  the  preliminary  argu- 
ments in  the  equity  case,  before  that  case  was  at  issue,  and  after  in 
open  court  we  had  said  to  the  court  that  the  case  was  going  to  be  tried 
on  its  merits,  at  which  time  all  of  the  evidence  to  substantiate  the 
bank's  charges  would  be  produced,  and  after  the  local  newspapers  had 
indicated  that  an  attempt  was  going  to  be  made  to  indict  Riggs  Bank 
officers — in  that  situation,  with  a  civil  case  pending  and  a  criminal 
case  threatened,  Mr.  Williams  sent  to  the  Riggs  Sank  Mr.  James 
Trimble,  national  bank  examiner,  and  Mr.  Sherrill  Smith,  na- 
tional bank  examiner,  with  a  corps  of  assistant  bank  examiners,  to 
?et  the  papers  relating  to  stock  transactions  with  Lewis  Johnson  & 
!o.,  as  a  preliminary  to  the  then  threatened  indictment,  which,  as  I 
have  already  shown  you,  was  then  a  matter  of  local  press  report. 
When  these  emissaries  of  Mr.  Williams  arrived  at  the  bank  the  bank's 
officers  were  summoned  into  the  board  room,  put  under  oath,  and 
there  occurred  what  Mr.  Williams  has  set  out  on  pages  12  and  13  of 
his  August  12, 1919,  letter,  as  follow : 

Mr.  Hogan.  Mr.  Flather,  Mr.  Smith  wants  to  know  if  there  is  any  book  kept 
in  the  hank,  or  any  books  kept  in  the  bank,  in  which  there  were  entered  a  record 
of  any  of  the  transactions  of  purchases  of  stock  or  anything  else  with  Lewis 
Johnson  &  Co.? 

Mr.  W.  J.  Flather.  Let  me  understand  this,  just  what  the  question  is? 

Mr.  Hogan.  Are  there  books,  or  did  the  bank  keep  any  books,  in  which  they 
entered  the  transactions — did  the  bank  or  its  officers  or  anybody  connected  with 
it  keep  any  books  in  which  were  kept  a  record  of  the  purchases  of  stock  which 

yon  made? 
Mr.  W.  J.  Flather.  We  have  an  order  book  there.    Is  that  what  you  refer  to? 
Examiner  Smith.  That  would  contain  orders  and  sales? 
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Mr.  W.  J.  Flatheb.  That  -would  contain  orders  and  sales. 
Examiner  Smith.  Orders  and  sales? 

Mr.  W.  J.  Flatheb.  Yes ;  purchases  and  sales. 

Examiner  Smith.  That  book  has  been  kept  all 

Mr.  W.  .7.  Flatheb  (interrupting).  I  do  not  know  how  long  it  was  kept 

Mr.  Hooan.  It  will  show  for  Itself. 

Examiner  Smith.  He  said  there  is  a  book,  and  I  was  going  to  ask  If  there  was 
one  or  several? 

Mr.  W.  J.  Flatheb.  There  is  a  book  in  which  the  ordess  for  the  purchase  and 
sale  of  stocks  and  bonds  hare  been  entered.    Is  that  what  you  want  to  know? 

Mr.  Hogan.  Yes:    then*  is  such  a  book? 

Mr.  W.  J.  Flatheb.  Yes;  there  is  such  a  book. 
.  Mr.  Hogau.  Are  there  more  than  one  of  that  kind? 

Mr.  W.  J.  Flatheb.  Yes;  I  think  there  are.     I  thtek  there  ane  two  books, 
ure  there  not? 

Mr.  Glover.  I  don't  know. 

Examiner  Smith.  That  is,  two  hooks,  or  probably  three?  I  mean  a  hook 
like  that  has  been  kept  continually  for  the  purpose  of  recording  purchases 
und  sales  or  orders,  as  you  call  them? 

Mr.  W.  J.  Flatheb.  Yes ;  which  have  been  kept.  I  can  not  say  that  that  fs  a 
complete  book,  Mr.  Smith. 

Mr.  Hooan.  It  that  all  you  have? 

Mr.  W.  J.  Flatheb.  It  is  all  we  have. 

*  *  *  *  *  *  * 

Examiner  Smith.  How  about — I  will  address  this  remark  generally,  because 
I  do  not  know— or  I  can  ask  each  separately.  How  about  the  confirmation 
slips  of  purchases  and  sales  sent  to  the  bank  by  Lewis  Johnson  &  Co.?  Are 
those  filed? 

M.  W.  J.  Flatheb.  Filed,  you  say? 

Examiner  Smith.  Yes. 

Mr.  W.  J,  Flatheb.  There  may  be  some  of  them  in  the  office,  Mr.  Smith, 
hut  I  do  not  know  that  they  were  tiled.  They  were  frequently  put  -sa  the 
spindle,  as  other  onders  for  xJrnlLs  .and  the  iike  of  that.  There  -may  he  some  of 
them  in  the  office.    I  do  not  know. 

Examiner  Smith.  Do  you  mean 

Mr.  W,  J.  Flatheb  (interrupting).  They  were  not  kept  ofr  any  time. 

Examiner  Smith.  Not  kept  at  all,  you  mean? 

Mr.  VV.  J.  Flatheb.  No  ;  they  were  not  considered  of  any  value, 

Examiner  Smith.  Were  they  Just 

Mr.  W.  J.  Flatheb  (interrupting).  They  were  put  on  the  spindle  and,  from 
time  to  time,  like  -other  waste  paper,  they  were  thrown  away. 

Examiner  Smith.  The?*  were  never  permanently  filed? 

Mr.  W.  J-  Flather.  No. 

Examiner  3mith.  So  there  is  no  complete  file  of  them? 

Mr.  W.  J.  Flatheb.  No,  sir. 

Examiner  Smith.  You  usually  handled  these  transactions,  didn't  you,  Mr. 
H.  H.  Flather.  with  Lewis  Johnson  &  Ool? 

Mr.  H.  H.  Flatheb.  Well,  do  you  mean  by  giving  the  orders  or  receiving 

Examiner  Smith  (interrupting).  Tes;  giving  the  orders  and  receiving  the 
checks  or  the  notices. 

Mr.  H.  fi.  Flatheb.  I  gave  a  good  many  of  the  orders. 

Having  thus  quoted,  Mr.  Williams  said: 

This  furnishes  only  cumulative  evidence  of  Mr.  Hogans*  complete  disregard 
of  truth.  The  record  shows  that  the  purchases  and  sales  notices  whidh  vers 
sent  to  the  bank  and  which  the  bank  destroyed  were  in  the  name  of  the  RififP 
Nationnl  Bank  and  addressed  to  the  bank  as  such.  The  purctiases  had  been 
made  by  Lewis  Johnson  &  Co.  for  the  bank  and  credited  by  the  bank  on  the 
passbook  of  Lewis  Johnson  &  Co.,  and  the  brokerage  firm  paid  the  bank  by 
check  for  the  proceeds  of  the  sales  of  the  stock  as  sold. 

On  page  118  we  find  the  following  statement  was  made  before  your  committee 
by  Mr.  Hogan  on  July  10,  1919 : 

w  MB.  HOGAN'S  FAL8E  AND  SWEEPING  DENIAL 

"  I  want  to  say,  while  I  am  looking  for  this,  that  during  the  entire  existence 
of  the  RIggs  National  Bank  none  of  its  records  were  ever  destroyed.     No  one 
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had  ever  intimated  that  any  of  its  records  had  been  or  would  be  destroyed. 
There  was  never  any  reason  for  destroying  Its  records." 

Mr.  Hogan's  foregoing  statement  is  proved  by  the  testimony  of  the  bank 
officials  quoted  above  to  have  been  untrue — end  was  knowingly  false— for  Mr. 
Hogan  had  been  present  in  May,  1915,  when  the  officers  of  the  bank  ettused 
themselves  from  producing  those  notices  reporting  the  purchases  and  sales  of 
stocks  on  the  ground  that  they  had  been  destroyed — in  fact,  Mr.  Hogan  had 
prompted  or  directed  these  officers  in  their  replies  during  their  examination. 

Allow  me,  Mr.  Chairman,  to  Impress  upon  your  committee  the  extremely 
suggestive  fact  that  those  notices  which  the  bank's  officers  claim  were  destroyed 
were  the  very  documents  which  would  have  aided  in  establishing  the  guilt  of 
Mr.  Hogan's  particular  client,  Mr.  H.  H.  Flather,  the  bank's  cashier,  in  connec- 
tion with  the  criminal  transactions  with  the  customers  of  the  bank. 

The  last  paragraph  I  have  just  read  is  all  italicized. 

Senators,  first,  those  papers  were  not  destroyed;  second,  John 
Skelton  Williams  knew  they  were  not  destroyed;  third,  those  papers 
were,  within  a  few  days  after  Mr.  Flather  made  the  above-quoted 
statement,  found  to  have  been  kept  in  the  basement  of  the  xliggs 
Bank;  fourth,  from  May  1915,  to  October,  1915,  those  very  papers 
which  Comptroller  Williams  here,  with  almost  inconceivable  falsity, 
tells  you  were  destroyed  in  order  to  conceal  "  incriminating  evi- 
dence," were  almost  daily  in  the  possession  of  and  under  the  exam- 
ination of  National  Bank  Examiner  Trimble  and  his  assistants, 
working  under  the  immediate  personal  direction  of  and  reporting 
daily  to  John  Skelton  Williams;  fifth,  those  papers  were  produced 
in  open  court  by  the  counsel  for  the  bank  in  the  criminal  trial  for 
alleged  perjury,  and  day  after  day,  one  by  one,  the  Lewis  Johnson  & 
Co.  notices  of  sales  and  purchases  and  bills  covering  purchases  of 
stocks  were  publicly  handed  to  the  district  attorney  when  he  called 
for  the  same  to  be  used  in  evidence.  A  table  in  the  open  courtroom 
was  covered  with  papers  that  Mr.  Williams  now  says  had  prior  to 
that  time  been  destroyed  in  order  to  suppress  "  incriminating  evi- 
dence.' I  produce  here  and  exhibit  to  vou  more  than  a  thousand  of 
those  very  papers,  and  I  hand  each  of  you,  Senators,  for  personal 
examination,  examples  of  these  papers.  The  loeal  newspapers,  during 
the  criminal  court  proceedings,  commented  on  the  fact  that  it  ap- 
peared at  times  that  Mr.  Hogan,  of  counsel  for  the  defense,  was 
assisting  the  district  attorney,  so  promptly  were  papers  furnished. 

Senator  Hendekson.  Are  those  the  papers  referred  to  in  that  state- 
ment just  read? 

Mr.  Hogan.  Yes ;  precisely ;  not  only.  Senator  Henderson,  not  only 
were  they  produced  in  court,  but  Mr.  James  Trimble,  national  bank 
examiner,  who  has  been  in  this  room  during  these  hearings,  between 
May,  1915,  and  October,  1915,  examined  in  the  board  room  of  the 
Riggs  National  Bank  every  one  of  these  papers,  and  every  one  of  them 
bore  in  green  pencil  a  number  placed  on  them  by  Mr.  James  Trimble, 
or  one  of  his  assistants,  which  number  corresponds  with  the  number 
placed  by  Mr.  Trimble,  or  one  of  his  assistants,  on  the  transcript  of 
Lewis  Johnson  &  Co.'s  ledger  accounts,  showing  the  same  transac- 
tions. Mr.  Trimble,  reporting  daily  to  the  comptroller,  spending 
months  with  his  assistants  going  through  every  one  of  these  papers, 
not  only  found  them,  but  marked  them,  may  I  show  you,  Senator 
Henderson,  the  little  mark  on  them?  Those  little  marks  there,  the 
green  marks  were  put  there  by  one  of  the  bank  examiners,  not  by  us. 
That  there  may  be  no  possibility,  however,  that  Mr.  Williams  did 
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not  know  that  these  advice  slips  were  not  thrown  away,  as  Mr.  W.  J. 
Flather,  without  opportunity  to  examine  into  the  matter,  had  ap- 
parently thought  they  were  when  he  answered  Bank  Examiner  Smith 
on  May  28,  1915,  I  invite  your  attention  to  the  further  fact  that  in 
May,  1916,  the  United  States  district  attorney — mark  you,  this  was  a 
year  after  Mr.  Williams  says  these  documents  had  lieen  destroyed, 
and  had  been  destroyed  because  they  were  "  incriminating  evi- 
dence " — issued  a  subpoena  to  Mr.  Ailes,  vice  president  of  the  xtiggs 
Bank,  calling  upon  him  to  bring  into  court  these  very  papers,  which 
subpoena  expressly  specified  them,  and,  of  course,  the  only  way  the 
district  attorney  could  have  specified  them  was  by  using  the  informa- 
tion regarding  their  possession  by  the  bank,  which  information  the 
comptroller's  office  gave  to  the  district  attorney,  through  Mr.  James 
Trimble,  who  in  this  matter  was  the  alter  ego  of  John  Skelton  Wil- 
liams. 

Moreover,  as  I  will  now  show  you,  Mr.  James  Trimble  went  on  the 
witness  stand  in  behalf  of  the  prosecution  in  the  criminal  court  case 
and  testified  that  a  few  days  after  Mr.  Flather,  speaking  from  mem- 
ory, had  said  that  these  things  were  put  on  a  spinale  and  thrown  away 
after  they  had  served  theirpurpose — just  .as  Mr.  Williams  told  you 
this  morning  that  in  his  office*  memoranda  about  the  oaths  of  bank 
directors  were  destroyed — Mr.  Trimble,  I  repeat,  went  on  the  witness 
stand  and  testified  that  these  notices  of  purchases  and  sales  had  been 
found  in  the  basement  of  the  bank,  did  not  have  spindle  holes  in 
them,  and  that  he  judged  there  were  about  1,500  of  such  notices.  I 
quote  the  testimony  of  Mr.  Trimble,  pages  1059-1061  of  the  record 
of  the  criminal  court  proceedings: 

JAMES  TKIMBLP:  called  as  a  witness  on  behalf  of  the  United  States,  being 
first  duly  sworn,  testified  as  follows: 

By  Mr.  Abcheb: 

Question.  What  is  your  full  name? 

Answer.  James  Trimble. 

Question.  What  Is  your  business? 

Answer.  I  am  at  present  a  national-bank  examiner. 

Question.  How  long  have  you  been  a  bank  examiner? 

Answer.  Since  about  the  middle  of  March,  1914. 

•  ••••*  • 


Question.  Mr.  Trimble,  are  you  acquainted  with  the  defendants, 
Qlover  and  Flather? 

Answer.  I  am. 

Question.  I  will  ask  you  whether  there  came  a  time  when  you  were  called  at 
the  bank  and  talked  to  either  of  those  gentlemen  with  reference  to  the  advices 
and  bills  of  Lewis  Johnson  &  Go.    Just  answer  that,  yes  or  no. 

Answer.  Yes ;  there  was. 

Question.  When  was  It? 

Answer.  It  was  about  the  first  week  in  June.  I  can  not  state  positively  Che 
exact  date. 

Question.  What  year? 

Answer.  1915. 

******* 

Question.  What  was  your  conversation  with  him  relative  to  advices  and  bills? 

Answer.  I  asked  all  of  these  officers  for  the  advices  and  bills  that  had  come 
from  Lewis  Johnson  &  Co. 

Question.  What  did  they  say? 

Answer.  They  said  that  the  advices  and  bills  had  been  used  as  memoranda 
only  and  had  been  placed  upon  the  spindle  until  the  transactions  were  com- 
pleted ;  and  then,  having  no  value  that  they  were  put  into  the  wastebaaket  or 
destroyed — or  at  least  they  did  not  have  them  in  the  bank. 
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Question.  Did  there  come  a  time  after  that  when  you  found  the  advices  or 
came  across  anw  advices  or  bills? 

Answer.  I  had  been  in  there  about  two  weeks,  10  days  or  two  weeks,  and  one 
evening,  about  5.30  o'clock  I  had  gone  down  in  the  basement,  started  toward  the 
washroom,  had  been  in  the  washroom  prepared  to  leave  the  bank,  having  fin- 
ished my  work  for  that  day,  and  I  saw  rather  back  of  the  stairway,  in  the 
basement,  a  table  with  quite  a  lot  of  papers  on  it,  stacked  up  in  different  piles. 
1  went  over  to  where*  this  man  was  apparently  sorting  these  papers,  found  him 
to  be  a  confidential  man  of  the  bank  whom  I  afterwards  learned  to  know  as  Mr. 
Williams — Mr.  Cass  Williams,  I  think  it  was.  I  glanced  at  the  papers  and 
noticed  that  some  were  bills  and  some  were  advices. 

Question.  Advices  and  bills  from  whom? 

Answer.  From  Lewis  Johnson  &  Co. 

Question.  How  many  of  them? 

Answer.  I  judged  at  the  time  there  were  about  1,500  in  the  two  lots,  two  or 
three  lots  that  were  uppermost  on  the  table.  By  actual  count  it  developed  that 
there  were  681  bills  and  703  advices,  which  myself  and  my  assistant  initialed  at 
that  time  and  numbered. 

The  cross-examination,  which  begins  on  page  1061  of  this  record, 
was  conducted  by  me.  So  far  as  it  relates  to  the  foregoing  it  carries 
the  explanation  that  by  the  term  "  confidential  man  of  the  bank,"  Mr. 
Trimble  simply  meant  a  man  who  was  a  teller,  assistant  teller,  cashier, 
vice  president,  aiw  man  of  that  kind  by  reason  of  his  position,  he 
would  term  a  confidential  man  in  the  bank,  but  that  was  all  he  meant 
by  that  phrase,  he  frankly  says.  He  also  testified  on  cross-examina- 
tion that  in  a  number  of  cases,  a  good  many  cases,  he  was  able  to 
locate  advices,  but  that  he  was  unable  to  distinguish  from  memory 
while  testifying  the  advices  from  bills,  or  say  in  what  instances  he 
was  unable  to  check  up  these  papers  with  ledger  records  of  the  trans- 
actions. 

On  redirect  examination  he  showed  that  by  examination  of  these 
papers  it  was  evident  that  they  were  not  the  papers  referred  to  as 
having  been  put  on  spindles,  as  none  of  them  had  spindle  holes  in 
them.    I  quote  (p.  1066  criminal  court  record) : 

Question.  How  about  those — 

Lewis  Johnson  &  Co.  advices  and  bills — 

you  did  find? 

Answer.  I  noticed  carefully,  having  been  told  that  they  were  placed  upon 
the  spindle  for  temporary  use  only,  and  then  destroyed — I  noticed  carefully 
when  they  first  came  into  my  sight  whether  or  not  there  were  any  spindle 
holes,  and  at  that  time  there  was  not  any  indication  of  a  spindle  hole  on  any 
deposit  ticket  or  advice  that  I  found  on  that  table. 

Question.  How  about  bills?    You  said  deposit  tickets. 

Answer.  On  the  bills  or  advices,  the  681  or  70S. 

Senator  Henderson.  I  hold  here  a  sheet  of  paper,  at  the  head  of 
which  is  **  Lewis  Johnson  &  Co.,  bankers,"  dated  Washington,  D.  C, 
January  16, 1911.  What  does  that  mark  "  E  "  refer  to,  with  a  check 
after  it? 

Mr.  Hogan.  Which  one  do  you  mean? 

Senator  Henderson.  That  top  one — looks  like  an  "  E." 

Mr.  Hogan.  This  here?    [Indicating.] 

Senator  Henderson.  Yes. 

Mr.  Hogan.  I  do  not  know. 

Senator  Henderson.  Do  you  understand  what  the  other  mark  is? 
What  is  the  2450? 

Mr.  Hogan.  The  2450  is  Mr.  Trimble's  notation,  the  national  bank 
examiner's  mark  on  them.    It  means  this:  Mr.  Trimble  had  a  tran- 
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script  from  the  Johnson  Co.'s  books,  kept  in  the  name  of  the  Riggs 
National  Bank,  and  he  gave  numbers  to  each  transaction,  and  then 
he  gave  corresponding  numbers,  merely  as  a  key,  to  every  advice 
and  every  bill  he  found;  and  not  only  this  package,  but  several 
packages  of  these  papers,  which  I  exhibit  to  you  here,  were  brought 
into  court,  spread  on  a  table,  and  day  after  day  such  as  were  called 
for  by  the  Government  were  put  in  evidence  without  any  objection 
from  us,  but  with  our  assistance.  This,  you  understand,  was  subse- 
quent to  the  time  when  Mr.  Flather  had  made  the  statement,  ob- 
viously by  mistake,  to  the  effect  that  he  did  not  know  where  these 
notices  from  the  brokers  were  and  that  they  were  probably  thrown 
away,  like  waste  paper,  as  useless  after  they  had  served  their  pur- 
pose. We  found,  in  fact,  that  they  had  not  heen,  and  every  one  of 
these  papers — oh,  some  might  have  been  missing — which,  in  italics, 
Mr.  Williams  tells  this  committee  were  destroyed,  because  if  pro- 
duced they  would  show  incriminating  evidence,  was  not  only  pro- 
duced, which  would  be  sufficiently  important  in  itself,  but  every  one 
of  them  was  for  months  in  the  hands  of  the  comptroller,  through  his 
national  bank  examiner,  working  up  this  perjury  case.  Here  they 
are  for  you. 

Moreover,  every  one  of  these  confirmation  slips  of  purchases"  and 
sales  sent  to  the  bank  by  Lewis  Johnson  &  Co.  was  later  press  copied 
in  the  brokers'  office,  and  these  letterpress  copy  books  were  in  the 
hands  of  the  Government's  representatives  and  were  used  in  court 
at  the  trial,  so  that  whenever  the  original  of  the  transaction  about 
which  evidence  was  being  offered  could  not  be  identified,  the  letter- 
press copy  was  available,  and  was  used.#  How.  then,  is  it  possible 
to  truthfully  say  that  "  incriminating  evidence,"  which  would  have 
established  any  one's  guilt,  had  been  destroyed  and  was  not  avail- 
able? 

The  Chairman.  Is  there  any  complaint  of  record  at  that  time 
that  these  papers  were  defaced  in  any  way  or  any  of  them  de- 
stroyed ? 

Mr.  Hogan.  Not  the  slightest.  Now,  I  will  tell  you  what  Mr. 
Flather  had  reference  to:  When  a  person  came  in  and  desired 
stock  to  be  purchased,  Mr.  Flather,  or  whoever  saw  the  customer, 
would  make  a  memorandum  and  put  it  on  the^  spindle,  and  when 
the  thing  was  made  a  book  entry,  those  pencil  memoranda  were 
not  kept;  they  were  thrown  away  from  time  to  time  after  they 
were  closed  transactions. 

The  Chairman.  Was  there  any  complaint  entered  that  these  rec- 
ords were  not  a  complete  record  of  the  items  on  the  spindle  ? 

Mr.  Hogan.  Not  a  single  one.  There  were  entries  in  the  John- 
son Co.'s  books;  entries  in  the  order  book;  entries  in  the  Flather  4 
Flather  commission  account;  entries  in  the  bank's  books  whenever 
it  was  a  bank  customer ;  entries  on  the  Johnson  &  Co.'s  bank  deposit 
books,  when  they  got  credit  for  the  purchase  price  of  the  stock. 
Bv  reference  to  mere  12  of  the  August  12,  1919,  letter  from  Mr. 
Flather  advised  National  Bank  Examiner  Smith  that  "  we  have  an 
order  book  there,"  meaning  in  the  bank,  which  contained  a  record 
of  the  orders  of  purchases  and  sales. 

Now,  the  point  is  this,  that  in  what  we  must  believe  was  a  de- 
liberately and  carefully  prepared  communication,  wherein  he  not 
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only  libels  me — and  that  is  not  important,  because  I  am  honored 
by  libel  from  that  source — the  comptroller  tells  this  Senate  commit- 
tee that  these  things  were  destroyed,  and  calls  your  attention  to 
the  "  extremely  suggestive  fact "  that  these  notices  which  the  bank's 
officers  say  were  destroj-ed  would  have  incriminated  one  of  them, 
when  in  truth  and  in  fact  he  knew  that  they  were  not  destroyed — 
that  they  were  not  only  not  destroyed,  but  every  one  of  them  was 
found  iii  the  cellar  of  the  bank  where  they  had  been  piled  up.  They 
ran  back  several  years.  This  large  package  is  only  a  sample.  You 
can  see  for  yourselves — I  am  holding  here  a  package  of  large 
envelopes  that  mounts  several  inches  high — they  were  produced  in 
court  on  the  trial  that  resulted  in  Mi*.  Flather's  prompt  acquittal; 
every  One  of  them  bears  the  mark  of  James  Trimble,  national  bank 
examiner,  acting  under  the  direction  of  the  comptroller,  who,  in  the 
criminal  court  case,  testified  that,  after  Mr.  W.  J.  Flather  had 
erroneously  said  these  papers  had  been  thrown  away,  he  found  them 
in  the  bank  and  found  a  clerk  assorting  them.  These  packages  I 
here  exhibit  to  you  contain  part  of  the  papers  that  Mr.  Williams  says 
were  destroyed,  and  which,  he  charges,  would  have  established  the 
guilt  of  Mr.  H.  H.  Flather  if  they  had  been  produced.  In  view  of 
the  fact  that  letter  press  copy  books  of  every  paper  to  which  the 
comptroller  thus  refers  were  in  existence,  and  were  under  the  exami- 
nation of  his  examiners,  and  were  in  the  hands  of  the  United  States 
district  attorney,  how  was  it  possible  for  him  to  honestly  insinuate 
that  documents  which  would  have  aided  in  establishing  the  guilt  of 
Mr.  H.  H.  Flather  were  not  at  hand  ? 

Senator  Henderson.  You  have  shown  us  three  papers  from  that 
package.    Are  the  others  here  all  similar? 

Mr.  Hooan.  Yes,  sir;  I  will'show  you  a  thousand. 

Senator  Henderson.  And  are  those  the  complete  records  of  Lewis 
Johnson  &  Co.  in  regard  to  those  sales  ? 

Mr.  Hogan.  Yes.  Let  me  qualify  that  in  this  way :  There  were  a 
very  few  instances  where  the  advices  and  bills  both  could  not  be 
found,  but  there  were  very  few  instances  where  there  was  not  either 
an  advice  or  bill,  and  there  was  no  instance  in  which  there  was  not 
the  advice  or  bill  and  a  letter  press  copy  of  both,  and  all  of  the 
originals  found  were  produced  by  the  bank's  counsel  in  court  for  the 
use  of  the  Government  in  the  criminal  proceeding,  and  the  Govern- 
ment's counsel  had  there  the  letter  press  copies  of  all  of  them. 

Senator  Henderson.  As  I  understand  it,  he  claims  certain  records 
were  destroyed,  and  you  have  produced  these  to  show  they  were' not? 

Mr.  Hogan.  Yes. 

Senator  Henderson.  Were  there  any  records  at  all  destroyed  ? 

Mr.  Hooan.  None.  Put  that  as  strong  as  you  can.  Borrow  Wil- 
liams's italics  for  it.  Get  his  shrieking  capitals.  Put  in  the  record 
upon  my  word  as  a  member  of  your  own  profession  and  a  citizen  of 
your  country:  None. 

Senator  Henderson.  Now,  one  other  question.  You  referred  to  Mr. 
Flather  there ;  at  one  period  of  this  investigation  it  came  out  he  had 
resigned  ? 

Mr.  Hooan.  Yes. 

Senator  Henderson.  Will  you  explain,  if  you  can,  the  reason  for 
the  resignation? 


868  NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 

Mr.  Hooan.  Yes.  I  had  that  in  another  place,  but  I  will  be  glad  to 
bring  it  out  here. 

Senator  Henderson.  You  need  not  bring  it  up  if  you  had  it  in 
another  place.  Now,  a  moment  ago,  Mr.  Hogan,  you  referred  to  my 
name  in  connection  with  what  I  would  do  in  regard  to  furnishing 
testimony  for  use  against  my  client  in  a  criminal  case.  Did  Mr. 
Smith,  at  the  time  he  asked  those  questions,  ask  for  any  information 
that  he  was  not  entitled  to  as  a  bank  examiner? 

Mr.  Hooan.  Yes,  Senator;  he  did  not  ask  for  any  information 
that  he  was  entitled  to;  and  I  said  to  him— I  will  show  you  what 
I  said  to  him  to  be  perfectly  clear  on  that:  The  comptroller  has  a 
right,  either  by  calling  for  reports  or  by  sending  in  examiners,  to 
obtain  information  that  will  give  him  a  complete  knowledge — -I  quote 
the  statute— of  "  the  condition  of  the  bank."  Now,  what  Mr.  Smith 
was  asking  for  was  not  anything  which  in  any  way,  by  the  widest 
stretch  of  the  most  insane .  imagination,  could  have  reflected  upon 
the  condition  of  Riggs  Bank  on  May  28,  1915,  the  date  when  he 
propounded  his  questions ;  and  here  is  what  I  said  to  him : 

Mr.  Hogan.  Mr.  Smith,  I  shall  decline  to  allow  Mr.  Flather  to  answer  any 
questions  pertaining  to  the  Bennett  affidavit,  or  any  of  the  items  therein  con- 
tained. I  take  the  position,  as  one  of  the  counsel  for  this  bank  and  as  Mr. 
Flather's  personal  counsel,  that  they  have  no  relation  to  the  condition  of  this 
bank,  as  that  term  is  used  in  section  5240  of  the  Revised  Statutes  of  the  United 
States ;  and  I  will  have  to  be  absolutely  convinced,  first,  that  this  is  an  attempt 
to  examine  into  the  condition  of  this  bank  for  the  purpose  of  ascertaining  its 
condition;  and,  second,  I  will  have  to  have  assurance  from  proper  authority 
of  the  United  States  Government  that  any  information  Mr.  Flather  gives  with 
respect  to  that  would  be  given  with  full  immunity  that  it  would  never  be  used 
in  any  sort  of  proceedings  in  any  court  hereafter.  Until  that  assurance  Is 
given  by  the  authorities  having  the  right  to  give  it,  Mr.  Flather  will  not  answer 
any  questions  about  the  Bennett  affidavit 

Examiner  Smith.  Then  he  declines  to  answer  on  the  ground  he  might  in- 
criminate himself? 

Mr.  Hogan.  You  heard  what  I  said,  and  I  have  nothing  to  add  to  that. 

(See  pages  4  and  5,  Aug.  12, 1919,  letter  of  Comptroller  Williams 
to  the  chairman  of  this  committee.) 

So  much,  Senator,  was  it  manifest  to  Mr.  Smith  himself  that  he 
was  not  inquiring  into  matters  within  an  examiner's  rights  as  per- 
taining to  the  condition  of  the  bank,  that  Mr.  Smith  stalled  and. 
gurgled  and  choked  himself  when  administering  the  oath  to  the  bank's 
officers ;  listen  to  this  expression.    He  says 

Senator  Henderson.  What  are  you  reading  from  now? 

Mr.  Hog  an.  I  am  reading  now  from  pages  3  and  4  of  the  comp- 
trollers August  12, 1919,  letter  to  the  chairman. 

Senator  Henderson.  All  right. 

Mr.  Hogan.  Bank  Examiner  Smith  said  he  was  going  to  put  Mr. 
Flather  under  oath,  and  then  there  occurred  this,  on  pages  3  and  4  of 
that  letter : 

Mr.  Hooan.  As  a  bank  examiner  you  have  a  right  to  put  Mr.  Flather  under 
oath.    Aa  Mr.  Flather's  attorney,  I  shall  advise  him  not  to  answer. 

Examiner  Smith.  Certainly.  Mr.  Flather,  do  you  solemnly  swear  that  the 
answers  which  you  make  to  question  propounded  to  you  in  the  examination  of 
the  affairs  shall  be  the  truth,  the  whole  truth,  and  nothing  but  the  truth,  so 
help  you  God? 

Mr.  Flather.  I  beg  your  pardon.  You  said  "  Examination  of  the  affairs  M — 
of  what? 

Examiner  Smith.  Of  the  Riggs  National  Bank. 

Mr.  H.  H.  Flathcb.  I  do. 
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Before  that  time,  and  subsequent  to  that  time,  whenever  a  bank 
examiner  sought  information  regarding  the  condition  of  the  bank, 
without  let  or  hindrance,  it  was  placed  at  his  disposal.  But  it  must 
be  perfectly  obvious  that  on  this  occasion  Mr.  Williams  was  using  his 
bank  examiners  for  evidence  upon  which  to  procure  an  indictment. 

Second,  the  connection  of  the  comptroller  with  the  perjury  prose- 
cution : 

Mr.  Williams  has  evinced  the  deepest  anxiety  to  be  freed  from  any 
connection  whatever  with  the  flimsy  perjury  charge,  an  attempt  obvi- 
ously commendable  now,  but  utterly  futile  when  we  turn  to  the  record 
of  that  case  and  find  who  worked  up  the  charge.  I  have  told  you 
that  the  man  who  worked  up  this  case  was  the  comptroller,  through 
the  instrumentality  of  his  Dank  examiners  and  assistants  to  bank 
examiners. 

When  Bank  Examiners  Sherrill  Smith  and  James  Trimble  came 
into  the  bank  on  May  28, 1915,  as  the  already  quoted  questions  pro- 

Sounded  by  Mr.  Smith  clearly  show,  the  only  thing  sought  was 
ata  regarding  the  Lewis  Johnson  &  Co.  transactions,  with  refer- 
ence to  which  the  disputed  affidavit  alone  was  made,  and  out  of 
which  alone  grew  the  indictment  Aside  from  purely  formal  wit- 
nesses, the  witnesses  who  appeared  before  the  grand  jury  when  the 
indictment  was  procured  were  National  Bank  Examiner  James  Trim- 
ble, National  Bank  Examiner  Sherrill  Smith,  Assistant  National 
Bank  Examiner  Donoghue,  and  Mr.  Lammond,  subsequently  ap- 
pointed assistant  national  bank  examiner,  all  but  the  latter  working 
in  this  matter  under  the  immediate  personal  supervision  and  direction 
of  John  Skelton  Williams.  And  when  the  charge  made  by  the 
indictment  came  on  for  trial  Air.  James  Trimble  testified,  on  oath, 
as  respects  his  activities  in  connection  with  the  data  for  this  criminal 
charge,  as  follows  (record  of  criminal  court  proceedings,  pp.  1061, 
1063,  1065) : 

Cross-exam (nation  by  Mr.  Hogan: 

******* 

Question.  From  May  28.  1915,  until  September  22, 1915,  you  were  almost  dally 
in  the  Rlggs  National  Bank? 

Answer.  Yes,  sir. 

Question.  During  that  time  your  assistant,  Mr.  Donoghue,  who  alts  back  here, 
and  your  other  assistant,  Mr.  Valvrina — was  that  his  name? 

Answer.  Mr.  Valvrina  was  not  with  me  very  much. 

Question.  He  was  there  quite  a  long  time  during  that  period,  was  he  not? 

Answer.  But  not  as  much  as  Mr.  Donoghue. 

Question.  I  did  not  say  he  was  there  as  much  as  Mr.  Donoghue.  I  said  he 
was  there  a  good  deal,  with  you,  during  the  summer  of  1915? 

Answer.  Yes ;  frequently,  but  not  with  me  all  the  time. 

Question.  No ;  but  Mr.  Donoghue  was  there  with  you  all  the  time? 

Answer.  Practically  so. 

Question.  Where  was  Mr.  Sherrill  Smith? 

That  was  never  answered.  It  was  vigorously  objected  to  by  the 
Government's  counsel,  and  the  objection  sustained.  I  turn  to  page 
1065  of  that  record.    ["Reading:] 

Question.  You  endeavored,  did  you  not,  to  trace  down  each  one  of  the  trans- 
actions that  you  found  on  the  accounts  of  Lewis  Johnson  &  Co.  in  the  name  of 
the  Itiggs  National  Bank? 

Answer.  We  endeavored  to  trace  them  from  their  inception  to  the  end. 

Now,  Senators,  the  only  purpose  of  having  national-bank  exami- 
ners and  their  assistants  spending,  as  thus  testified  to  by  one  of 
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theta  on  oath,  from  May  28,  1915,  to  September  22,  1915,  in  the 
Riggs  National  Bank,  tracing  "from  their  inception  to  the  end" 
the  Lewis  Johnson  &  Co.  transactions,  and  marking  these  1,500-odd 
bills  and  advices,  which  I  have  produced  to  you  here  this  morning, 
was  to  gain  evidence  upon  which  to  found  an  indictment,  and  the 
only  use  ever  made  by  the  comptroller,  or  his  examiners  or  anybody 
connected  with  the  Government,  of  the  labor  of  these  national-bank 
examiners  and  their  assistants,  working  under  the  direction  of  Mr. 
Williams,  was  that  made  in  the  perjury  case.  No  other  reason  can 
possibly  be  given  why  these  members  of  Mr.  Williams's  staff  were 
delving  so  minutely  into  the  Lewis  Johnson  &  Co.  transactions, 
and  I  repeat,  no  otlier  use  was  made  of  that  work  and  the  data  col- 
lected by  it ;  when  the  perjury  case  collapsed — a  thing  which  was  a 
foregone  conclusion — the  papers,  which  the  bank  examiners  had  been 
checking  up  and  marking  from  May  to  September,  1915,  were  of  no 
further  use  to  Mr.  Williams  or  his  emissaries,  and  those  not  used  as 
evidence  exhibits  at  the  trial  were  returned  to  the  Biggs  Bank. 
During  that  entire  period,  from  spring  to  fall  in  1915,  these  bank 
examiners,  who  were  thus  daily  constantly  in  Riggs  Bank,  made  no 
examination  into  the  condition  of  the  bank ;  they  did  not  count  its 
cash,  verify  its  notes,  check  up  its  current  books;  they  confined  them- 
selves exclusively  to  working  up  data  to  be  used  first  to  found  an 
indictment  on ;  and,  secondly,  as  evidence  to  support  that  indictment 
after  it  was  procured,  and  these  bank  examiners  daily  reported  to 
Mr.  Williams  their  progress  and  periodically  reported  to  the  prose- 
cuting district  attorney. 

On  this  same  subject  of  the  direct  connection  of  this  malicious  per- 
secution of  these  bank  officers  on  that  flimsy  perjury  charge,  I  am 
regretfully  brought  to  call  attention  to  one  thing  which  involves  a 
question  of  veracity  between  Mr.  James  Trimble  and  myself,  and  to 
an  affidavit  which  I  will  present  on  the  question  of  Mr.  Trimble's 
statement  heretofore  made  to  this  committee.  Yesterday  I  requested 
that  if  Mr.  Trimble  cared  to  do  so,  Mr.  Chairman,  he  make  a  state- 
ment as  regards  any  Sunday  conference,  and  I  afterwards  broadened 
it  to  include  any  court  conference,  he  had  on  the  subject  of  the  in- 
dictment, or  on  charges  against  the  Biggs  officers;  and  I  was  not  at 
all  surprised  when  Mr.  Trimble  said  he  had  never  had  a  conference 
with  the  Attorney  General  or  even  when  he  added  he  had  none 
with  any  Assistant  Attorney  General;  but  when  I  ask  him,  with 
your  permission,  whether  that  extended  to  the  district  attorney  in 
connection  with  this  thing,  I  must  say  I  was  somewhat  startled  by 
what  I  understood  to  be  his  denial,  because  my  activities  during  1915 
and  1916  kept  me  at  the  courthouse  a  great  deal,  and  I  am  very  safe 
in  saying  that  between  May  and  October,  1915,  I  saw  Mr.  James 
Trimble,  and  I  could  not  possibly  be  mistaken  in  recognizing  him,  at 
and  in  the  vicinity  of  the  district  attorney's  office,  not  less  than  a 
dozen  times  prior  to  the  indictment. 

I  present,  without  any  comment  of  my  own,  the  following  affidavit, 
which  is  given — sent  here  for  my  use  here  this  morning — by  Mr. 
Roscoe  J.  C.  Dorsey.     [Reading :] 

I,  Roscoe  J.  C.  Dorsey,  voluntarily  make  the  foHowtng  affidavit  In  the  Interest 
of  truth: 

I  was  a  duly  appointed  and  commissioned  national-bank  examiner  for  ap- 
proximately seven  years,  prior  to  which  time  for  a  period  of  approximately  one 
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additional  year  I  had  been  making  bank  examinations  under  a  general  letter 
of  instructions.  Recently  I  was  dismissed  by  Comptroller  Williams,  and  at 
another  time  I  shall  seek  to  make  the  events  leading  up  to  that  dismissal  the 
subject  of  appropriate  investigation.  I  make  this  affidavit  simply  with  refer- 
ence to  the  following  event: 

Mr.  James  Trimble,  national-bank  examiner,  on  duty  in  the  District  of  Co- 
lumbia, in  the  fall  of  1917,  was  exceedingly  wrought  up  against  Comptroller 
Williams  because  the  latter  had  directed  him  to  make  an  apology  to  certain 
directors  of  the  Commercial  National  Bank  at  Washington,  D.  C.t  for  having 
in  a  critical  manner  referred  to  said  directors ;  and  at  that  time,  while  smarting 
under  what  he  called  this  apparent  humiliation,  Mr.  Trimble  said  to  me  in 
substance  the  following: 

That  he  had  always  endeavored  to  observe  Sunday,  and  during  the  course  of 
the  so-called  Riggs  Bank  controversy  he  said  Comptroller  Williams  telephoned 
him  one  Sunday  and  requested  him  to  call  at  the  Department  of  Justice  for  a 
conference ;  that  the  comptroller  expressed  his  regret  at  disturbing  Mr.  Trimble 
on  Sunday ;  that  he,  Mr.  Trimble,  responded  to  the  comptroller's  call ;  the  latter 
at  the  conference  showed  that  he  was  not  pleased  at  the  fact  that  Mr.  Trimble 
had  not  found  anything  against  the  Riggs  Bank  officers,  and  Mr.  Trimble  said 
to  me  the  comptroller  emphatically  told  Examiner  Trimble,  referring  to  the 
Riggs  Bank  officers;  that  "  We  must  get  them ;  we  must  get  something  on  them." 

Mr.  Trimble  was  so  ohviously  worked  up  in  his  resentment  toward  Mr.  Wil- 
liams at  the  time  of  this  conversation  that  I  inferred  from  his  statement  that 
he  contemplated  informing  those  interested  in  the  Riggs  controversy  of 'this 
instance,  and  I  undertook  to  endeavor  to  placate  Mr.  Trimble  and  to  advise  him 
to  "cool  off/'  and  not  to  Jeopardize  his  position  by  the  course*  he  apparently 
contemplated. 

ROSCOE  J.  C.  DORSEY. 

Subscribed  and  sworn  to  before  me  this  5th  day  of  September,  A.  D.  1919. 
[seal.)  Charles  Ray  Dean, 

Notary  Public,  District  of  Columbia. 

The  Chairman.  Where  is  Mr.  Dorsey  now? 

Mr.  Hooan.  Mr.  Dorsey  is  in  the  city  now,  and  this  was  made  be- 
fore a  notary  public  in  this  city  this  morning. 

The  Chairman.  Can  you  give  the  stenographer  his  address? 

Mr.  Hooan.  I  don't  know  it,  sir.    I  will  give  it  to  him,  sir. 

Mr.  Trimble.  Mr.  Chairman,  may  I  be  allowed  a  word  as  to  a  mis- 
understanding of  the  question  asked? 

The  Chairman.  Certainly. 

Mr.  Trimble.  And  that  was  that  I  never  visited  the  Attorney  Gen- 
eral's office  in  my  life,  and  that  I  never  visited  the  district  attorney 
or  any  assistant  district  attorney  on  Sunday.  My  understanding 
of  the  question  was  that  he  was  asking  about  a  Sunday  visit.  Of 
course,  as  it  lias  appeared  in  this  testimony,  I  had  visited  Mr.  Las- 
key's  office  I  don't  know  how  often,  but  I  had,  in  the  performance  of 
my  official  duty,  visited  Mr.  Laskey's  office,  but  never  any  district 
attorney  or  any  assistant  district  attorney  or  Attorney  General  on 
Sunday.    I  would  like  to  make  that  statement. 

Mr.  Hooan.  Mr.  Chairman,  when  I  appeared  before  your  com- 
mittee before 

Mr.  Trimble  (interrupting).  And  if  you  will  allow  me? 

Mr.  Hogan.  Certainly;  yes. 

Mr.  Trimble.  If  you  will  allow  me,  I  would  like  the  opportunity 
of  denying  the  truth  of  the  affidavit. 

The  Chairman.  Oh,  jrou  will  have  an  opportunity  to  do  that. 

Mr.  Hooan.  Mr.  Chairman,  when  District  Attorney  Laskey  was 
testifying  here,  in  an  obvious  attempt  to  assist  Comptroller  Williams 
in  showing  that  the  latter  had  no  responsibility  for  the  criminal 
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Srosecution,  you  asked  Mr.  Laskey  whether  it  was  not  true  that  the 
ational  Bank  Examiners  had  been  witnesses  before  the  grand  jury, 
and  in  answering  affirmatively  Mr.  Laskey  told  you  that  so  were  Mr. 
Milton  E.  Ailes,  vice  president  of  the  Riggs  Bank,  and  Miss  Sheehy, 
of  Mr.  Hogan's  office.  How  disingenuous  such  an  answer  was  is  ap- 
parent when  I  tell  you  that  Miss  Sheehy  did  not  spend  90  seconds 
in  the  grand  jury  room,  and  her  entire  testimony  was  the  identifying 
of  her  signature,  as  a  notary  public,  and  that  of  Mr.  Glover  and  the 
Messrs.  Flather,  on  the  disputed  affidavit.  As  to  Mr.  Ailes,  as  a  wit- 
ness before  the  grand  jury  he  was  simply  utilized  as  a  messenger 
boy,  called  to  produce  these  various  papers  from  the  bank's  files  and 
books  before  the  grand  jury,  and  when  he  attempted  to  give  tes- 
timony to  the  grand  jury  which  would  have  shown  the  perfectly 
innocent  inferences  to  be  drawn  from  the  papers,  he  was  shut  up 
and  dismissed  from  the  room.  Mr.  Laskey  might  have  told  you  that 
the  clerk  of  the  equity  court  was  also  a  witness,  he  identifying  the 
stamp  of  the  court  clerk's  office  showing  the  date  on  which  the  dis- 
puted affidavit  was  filed  in  the  equity  proceedings.  On  that  sub- 
ject      • 

The  Chairman  (interrupting).  Before  we  leave  that  subject  now, 
was  there  any  claim  that  the  little  records  of  these  stock  transactions 
that  were  put  on  the  spindles  wer$  not  all  transferred  to  the  records 
you  have  introduced  here? 

Mr.  Hooan.  No,  sir;  there  was  no  such  claim.  On  the  contrary, 
Senator,  the  showing  was  that  there  was  a  permanent  record  made 
of  every  one  of  them. 

The  Chairman.  That  was  not  disputed  ¥ 

Mr.  Hogan.  That  was  not  disputed  at  all,  sir ;  and  more  than 
that,  Senator,  whenever  there  was  one  of  these  advices  or  slips  that 
could  not  be  located,  as  to  any  particular  transaction,  we  would 
take  the  copy  from  Lewis  Johnson  &  Co.'s  records  and  concede  it. 

I  started  to  say  that  the  late  lamented  E.  V.  Murphy,  chief  of  the 
official  stenographic  force  of  the  Senate,  was  a  director  of  Riggs 
National  Bank  at  the  time  of  his  death,  and  had  been  since  1916; 
and  it  was  on  the  date  of  his  funeral  that  Mr.  Laskey's  testimony 
before  this  committee  seems  to  have  been  brought  to  Mr.  Ailes's 
attention.  I  put  into  the  record  a  letter  from  Mr.  Ailes,  dated 
Washington,  D.  C,  July  21, 1919,  addressed  to  me.  I  will  not  bother 
to  read  it.  It  invites  attention  to  what  Mr.  Ailes  was  permitted  to 
testify  and  prevented  from  testifying  before  the  grand  jury,  and 
to  the  fact  that  when  he  endeavored  to  give  evidence  to  the  grand 
jury,  which  when  presented  at  the  trial  resulted  in  the  prompt  ac- 
quittal of  the  banlrs  officers,  showing  that  the  transactions  involved 
were  not  bank  transactions  at  all,  District  Attorney  Laskey  choked 
Mr.  Ailes  off. 

(The  letter  referred  to  is  as  follows:) 

The  Riggs  National  Bank  of  Washington,  District  of  Columbia, 

Washington,  D.  C,  July  21,  1919, 
Mb.  Frank  J.  Hogan, 

Room  811  Colorado  Building,  Washington,  D.  C. 

.  Dear  Frank:  I  am  hurrying  this  morning  to  represent  the  bank,  at  Mr. 
B.  V.  Murphy's  funeral,  and  anf  writing  you  this  hasty  memorandum  for  fear 
you  may  be  called  before  the  Senate  committee  before  I  have  an  opportunity 
of  talking  with  you. 
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I  wish  to  call  your  attention  particularly  to  the  testimony  of  Mr.  John 
E.  Laskey,  in  which  he  attempted  to  exonerate  Williams  from  the  charge  of 
having  obtained  indictments  for  perjury  against  the  Riggs  Bank's  officials. 
In  the  course  of  Mr.  Laskey's  testimony,  which  I  presume  you  have,  he  stated, 
in  answer  to  a  question  of  the  chairman,  Milton  E.  Ailes  being  one  of  the 
witnesses  before  the  grand  jury.  What  I  want  you  to  Impress  on  your  nflnd 
Is  that  Milton  Ailes  appeared  before  that  grand  jury  with  records  of  the 
Riggs  Bank,  under  submenu,  and  Identified  these  records  as  desired  by  the 
district  attorney,  but  when  Mr.  Ailes  undertook  to  show  the  grand  jury  that 
the  purchases  and  sales  In  those  records  were  not  for  account  of  the  bank, 
but  for  account  of  customers  of  the  bank,  Mr.  Laskey  choked  Mr.  Alles  off 
and  by  his  action  suppressed  the  information  which,  if  in  the  possession  of 
the  grand  jury  and  fully  understood,  would  have  made  it  impossible  to  indict 
the  Klggs  Bank  officials. 
Very  truly,  yours, 

M.  E.  Ailes. 

Third,  the  proposition  that  the  Riggs  Bank  officers  could  avoid 
indictments  by  resigning  from  the  bank. 

Mr.  Samuel  Untermyer  has  appeared  before  you  and  admitted 
that  in  the  Shoreham  Hotel  he  had  a  conversationSvith  Mr.  William 
Nelson  Cromwell  and  myself  after  the  preliminary  arguments  in 
the  Riggs  equity  case  and  prior  to  the  bringing  of  the  indictment; 
also,  he  admitted  that  there  was  discussed  at  that  time  the  Riggs 
Bank  affair;  that  he  denied  that  there  had  been  made  bv  him,  who 
was  at  that  time  counsel  of  record  in  a  Federal  court  for  John  Skel- 
ton  Williams,  a  suggestion  of  immunity  from  indictment  if  the 
Riggs  Bank  officers  would  resign.  And  Mr.  Williams  has  testified 
to  you,  and  I  use  the  substance,  not  the  precise  language,  that  he 
never  heard  that  proposition  intimated  even  until  he  heard  me  tell  it 
to  you  in  July,  1919,  when  I  appeared  before  this  committee. 

Now,  let  me  make  it  clear  that  what  I  have  to  say  is  without  any 
disrespect  to  Mr.  Untermyer — we  have  very  pleasant  relations  as 
attorneys  on  opposite  sides  and  sometimes  as  attorneys  on  the  same 
side  of  questions — first,  Mr.  Cromwell  and  myself  were  in  the  Shore- 
ham  Hotel  having  luncheon  when  Mr.  Untermyer  and  some  other 
gentlemen  came  in.  The  meeting  was,  as  Mr.  Untermeyer  says, 
casual.  Mr.  Untermyer  says  after  luncheon  Mr.  Cromwell  and 
myself — again  I  am  using  the  substance — approached  him  on  the 
subject  Mr.  Untermyer's  recollection  is  faulty.  We  had  completed 
our  luncheon,  had  bowed  to  him,  had  left  the  dining  room  of  the 
Shoreham  Hotel,  and  Mr.  Untermyer  came  out  to  the  adjoining 
room  when  he  had  not  yet  finished  his  luncheon,  and  approached  us 
on  the  subject. 

Secondly,  Mr.  Untermyer  tells  you  that  he  contemplated  going  to 
California  in  the  summer  of  1915.  He  did,  and  that  is  precisely  what 
he  told  Mr.  Cromwell  and  myself,  that  he  had  made  his  arrangements 
to  go  to  California,  but  that  so  anxious  was  he  to  settle  up  this  entire 
controversy  that  if  the  proposition  which  he  suggested  to  us  would 
be  considered  he  would  come  back  to  Washington  again,  even  if  he 
had  to  defer  the  date  of  his  departure  for  California, 

Third,  Mr.  Untermyer  explained  that  he  came  to  the  Shoreham 
Hotel  that  dav,  although  he  was  stopping,  as  I  believe,  at  the  Wil- 
lard,  because  ne  had  been  that  morning  at  the  Treasury  Department 
and  had  been  later  at  the  Department  of  Justice,  and  the  Shoreham 
was  on  his  way  from  the  Department  of  Justice  down  town  again. 
These  are  things  to  show  how  this  conversation  came  about.    Mr. 
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Untermyer  has  testified  here  that  at  the' time  of  his  conversation  the 
equity  case  was  ended,  an  inadvertently  erroneous  statement,  but 
taking  his  view  of  that,  then  there  certainly  was  nothing  to  discuss 
about  the  equity  case. 

Mr.  Glover  was  out  of  town  when  I  last  appeared  here  before  you, 
and  is  still  out  of  town,  and  so  the  re?ord  of  the  hearings  here  was 
sent  to  him,  and  I  requested  his  recollection  on  this  subject,  and  I 
now  submit  to  you  a  letter  written  from  York  Harbor,  Me.,  July 
26,  1919 : 

York  Harbor,  Me.,  July  26,  1919. 
Frank  J.  Hogan,  Esq., 

Colorado  Building,  Washington,  D.  C. 

Dear  Mr.  Hogan  :  I  have  read  the  statement  made  by  you  before  the  Senate 
Committee  on  Banking  and  Currency  to  the  effect  that,  subsequent  to  the 
hearing  in  May,  1915,  before  Justice  McCoy,  of  motions  made  by  both  sides  in 
the  equity  suit  brought  by  the  Riggs  National  Bank  against  Comptroller 
Williams  and  others,  and  after  there  were  rumors  and  ncnvspaper  publications 
Indicating  that  an  indictment  against  myself,  Mr.  William  J.  Flather,  and  Mr. 
Henry  H.  Flather  was  contemplated;  that  Mr.  William  Nelson  Cromwell  and 
you  were  told  by  Mr.  Samuel  Untermyer,  one  of  the  counsel  for  Comptroller 
Williams,  that  if  "Charles  C.  Glover,  William  J.  Flather,  Milton  E.  Ailes,  and 
Henry  H.  Flather  would  resign  their  offices  in  the  Riggs  National  Bank," 
there  would  be  no  indictments. 

I  have  your  request  to  be  informed  what,  if  any,  recollection  I  have  on  this 
subject. 

I  have  not  exact  dates  before  me  here,  but  recall  that  the  hearing  in  the 
equity  suit  occurred  In  May,  1915.  Two  or  three  days  after  the  close  of  the 
equity  suit,  a  member  of  the  board  of  directors  of  the  Riggs  National  Bank 
informed  me,  in  the  presence  of  Senator  Bailey,  Mr.  Milton  E.  Ailes,  you,  and 
others,  that  he  had  been  advised  that  Secretary  McAdoo  and  Comptroller 
Williams  were  endeavoring  to  have  the  Attorney  General  direct  Indictments 
based  on  the  affidavit  made  by  the  Messrs.  Flather  and  myself  and  filed  during 
the  equity  hearing. 

One  of  the  directors  of  the  bank  called  at  the  office  of  the  Attorney  General, 
where,  in  substance,  this  information  was  confirmed.  Very  shortly  after  that 
the  Washington  newspapers  contained  publications  to  the  effect  that  the  bring- 
ing of  indictments  was  under  consideration.  Within  a  few  weeks,  at  the 
latest,  after  the  argument  in  the  equity  case  had  been  concluded,  a  special 
committee  of  our  board  of  directors  was  appointed,  and  Mr.  William  Nelson 
Cromwell  was  engaged  as  attorney  for  that  committee.  Mr.  Cromwell  was 
retained  in  order  that  the  committee  might  have  the  benefit  or  advice  of  counsel 
theretofore  entirely  disconnected  with  the  bank  and  the  pending  litigation. 
Not  very  long  after  Mr.  Cromwell  arrived  in  Washington,  a  meeting  was  held 
one  afternoon  in  your  office,  at  which  you,  Mr.  Cromwell,  Mr.  Milton  Ailes,  and 
myself  were  present.  I  am  not  sure  whether  Mr.  Dulaney,  a  member  of  the 
directors'  special  committee,  was  present,  but  you  will  probably  recollect 
whether  or  not  he  was.  From  Mr.  Cromwell  and  yourself  we  learned  at  that 
meeting  that  on  that  day  you  had  had  a  conversation  with  Mr.  Samuel  Unter- 
myer, and  Mr.  Cromwell  stated  that  Mr.  Untermyer  proposed  that  all  talk  of 
indictments  would  be  dropped  if  I,  together  with  Mr.  Ailes  and  both  the 
Flathers,  would  resign  from  the  bank.  I  recall  that  either  Mr.  Cromwell  or 
yourself  stated  that  Mr.  Untermyer  had  deprecated  the  idea  of  indictments, 
but  Insisted  that  Mr.  Williams  was  immovable  on  the  subject  of  either  the 
resignations  of  the  officers  or  the  indictment  of  the  three  who  had  signed  the 
affidavit. 

On  several  occasions  after  the  episode  above  referred  to  you  will  recall 
that  there  was  brought  in  one  way  or  another  to  us  the  proposition  that  we 
could  have  immunity  from  the  indictments  or  further  trouble  from  the  comp- 
troller if  the  officers  of  the  bank  would  resign.  Indeed,  this  was  repeat  ?d  a 
number  of  times  between  May,  1915,  when  the  rumors  first  attracted  public 
attention,  and  October,  1915,  when  the  Indictments  were  procured. 

I  recall  very  vividly  the  scorn  with  which  I  refused  to  even  consider  the 
proposition  which  Mr.  Cromwell  and  yourself  reported  Mr.  Untermyer  had 
made,  and  I  have  many  times  recalled  the  characteristic  manner  in  which  yon 
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denounced  It.     There  is  not  the  slightest  doubt  but  that  Mr.  Cromwell  and 
yourself  reported  at  that  time  to  Mr.  Ailes  and  me  the  offer  substantially  as 
you  testified  to  the  Senate  committee  it  was  made. 
With  kind  personal  regards,  I  am, 

Tours,  sincerely,  Chas.  C.  Gloveb. 

Senator  Henderson.  The  date  of  that? 

Mr.  Hogan.  The  date  of  that  is,  sir,  York  Harbor,  Me.,  July  26, 
1919.  I  will  read  now  a  letter  from  Mr.  Milton  E.  Ailes  addressed 
to  me: 

Rioos  National  Bank, 
Washington,  D.  C,  July  28, 1019. 
Mr.  Fsank  J.  HOGAIt, 

Washington,  2).  0. 

Dear  Mr.  Hogan:  Replying  to  your  request  for  a  statement  of  my  recol- 
lection as  to  a  conversation  you  had  with  Mr.  Samuel  Untermyer,  to  the  effect 
that  every  principal  officer  of  the  Riggs  National  Bank  resign,  after  which 
there  would  be  no  indictment  of  any  of  them,  I  write  to  say  that  the  matter 
is  very  vividly  in  my  recollection.  It  came  as  a  great,  shock,  following  so 
closely  the  closing  of  the  arguments  in  our  equity  case  against  the  Comptroller 
of  the  Currency  and  the  Secretary  of  the  Treasury.  I  recall  particularly 
that  my  friend,  Mr.  Frank  A.  Vanderlip,  thpn  president  of  the  National  City 
Bank,  of  New  York,  was  in  Washington  at  the  time,  and  I  immediately  com- 
municated the  news  to  him  at  the  Shoreham  Hotel  that  Messrs.  Cromwell  and 
Hogan  had  reported  that  Mr.  Untermyer  had  Informed  them  that  the  only 
way  for  my  associates,  Mr.  Charles  C.  Glover,  president  of  the  Riggs  National 
Bank;  Mr.  William  J.  Flather,  vice  president;  and  Mr.  Henry  H.  Flather, 
cashier,  to  avoid  Indictment  was  to  resign  their  positions  with  the  bank,  and 
that  at  the  same  time,  as  a  further  condition,  my  resignation  as  vice  president 
of  the  hank  was  also  required,  although  I  had  not  signed  the  disputed  affidavit. 

Mr.  Cromwell  and  yourself  informed  us  that  Mr.  Untermyer  expressed  the 
opinion  that  the  indictment  of  the  officers  would  greatly  impair,  if  it  did  not 
actually  ruin,  the  bank. 

The  strain  of  the  long  persecution  of  the  bank  by  the  Comptroller  of  the 
Currency  reached  its  climax  that  day  when  I  realized  that  every  agency  of 
the  Government  was  to  be  utilized  in  an  effort  to  ruin  the  bank  and  its  offi- 
cers, and  I  am  sure  Mr.  Vanderlip  will  recall  that  when  I  communicated  this 
new  move  to  him  I  broke  down,  and  was.  greatly  comforted  by  ids  warm- 
hearted and  devoted  assurances  of  friendship  and  support. 

There  is,  in  my  judgment,  absolutely-  no  mistake  in  what  you  have  de- 
clared Mr.  Untermyer  to  have  outlined  to  Mr.  Cromwell  and  yourself.  It 
dovetails  with  many  other  movements  in  the  same  direction,  namely,  efforts 
to  hring  about  the  elimination  of  the  officers  of  the  bank  in  order  to  appease 
Comptroller  Williams. 

I  was  not  present  at  the  interview  between  Mr.  Untermyer,  Mr.  Cromwell, 
and  yourself,  but  the  report  of  Messrs.  Cromwell  and  yourself  to  Mr.  Glover 
was  in  effect,  though,  of  course,  I  can  not  say  It  Is  precisely  in  words  what 
you  told  the  Senate  committee  the  proposition  was. 

As  stated  above,  I  did  not  sign  the  disputed  affidavit,  but  that  was  only 
because  I  had  not  been  an  officer  of  the  bank  during  its  entire  existence  as 
a  national  bank ;  I  knew  then  and  know  now  that  the  affidavit  was  absolutely 
true. 

Tours,  very  truly, 

M.  E.  Ailes,  Vice  President. 

When  we  seek  for  the  history  of  past  events,  whether  we  be 
attorneys  or  historians,  we  look  to  the  contemporary  writings  of 
the  time,  and  if  we  find  in  those  certain  facts  or  confirmatory  data, 
we  take  it  for  granted  that  those  things  must  have  occurred,  or  at 
least  they  are  evidence  of  their  occurrence,  so  I  wish  to  call  your 
attention  just  to  an  extract,  because  it  is  too  lone:  to  read  all  of  it, 
and  the  whole  of  it  is  not  important  to  the  question,  from  a  letter 
written  by  Milton  E.  Ailes  in  1916  to  that  prnnd  old  man  of  Ameri- 
can finance,  Mr.  Lyman  J.  Gage,  then  in  California : 
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(The  letter  referred  to  by  Mr.  Hogan  is  as  follows:) 

[Extract  from  p.  239,  letter-press  copy  book  of  M.  B.  Alios.] 

Washington,  February  21,  1916. 
Hon.  Lyman  J.  Gage, 

Care  of  Cuyamaca  Club,  San  Diego,  Calif. 

Deab  Mb.  Gage  :  I  have  your  letter  of  the  15th  Instant,  inquiring  whether  the 
comptroller  has  ceased  his  persecution  of  this  hank,  or  whether  he  continues  his 
annoying  and  insulting  demands,  and  whether  his  crusade  against  ua  has  been 
deleterious  to  the  bank  as  relates  to  its  deposits  and  general  ability  to  make 
money. 

The  annoyance  to  which  we  had  been  subjected  for  more  than  a  year  almost 
daily  ceased  about  October  1  last,  when  three  of  our  officers  were  indicted 
for  perjury.  Along  about  July  1  last,  demands  were  made  for  the  resignation 
of  the  officers  of  the  bank  in  lieu  of  these  Indictments.  Of  course,  such  de- 
mands were  made  very  carefully  and  in  a  roundabout  way,  but  nevertheless 
emphatically ;  and  the  officers  Involved  eventually  by  the  same  channels  notified 
the  comptroller  and  the  Secretary  of  the  Treasury  that  they  would  not  resign, 
but  would  take  the  indictments  instead. 

******  * 

Now,  as  to  your  inquiry  whether  the  bank  has  been  Injured  or  not,  I  am 
glad  to  write  that  our  deposits  have  not  been  affected.  They  are  close  to  the 
$10,000,000  mark  now,  and  the  bank  has  been  making  money ;  in  fact,  the  quar- 
ter ended  December  31  last  was  the  best  in  the  history  of  the  bank.  Our  earn- 
ings were  seriously  invaded  in  the  two  preceding  quarters,  due  to  the  fact  that 
we  kept  about  $2,000,000  idle  for  the  purpose  of  making  the  bank  strong.  •  •  • 
Faithfully,  yours, 

M.  B.  Axles. 

The  Chairman.  Well,  Mr.  Hogan,  suppose  we  suspend  until  2 
o'clock. 

Mr.  Hoqan.  May  I  have  just  a  minute  to  complete  this? 

The  Chairman.  Certainly. 

Mr.  Hogan.  Mr.  Untermyer  told  you  he  had  absolutely  no  connec- 
tion, and  the  inference  was  no  knowledge  of,  this  perjury  matter,  and 
that  his  connection  in  fact  as  attorney  in  the  equity  case  was  ended, 
although  the  case  was  not  even  at  issue  yet.  Well,  on  September  24, 
1915,  there  appeared  in  the  Washington  Herald,  published  in  this 
city  (the  indictment  was  not  brought  until  October  1, 1915),  an  arti- 
cle quoting  Mr.  Samuel' Untermyer,  and  I  ask  that  the  entire  article 
be  inserted  in  the  record. 

(The  article  referred  to  is  as  follows:) 

[The  Washington  Herald,  Sept.  24,  1915.] 

BI0G8  OFFICIAL8  MAY  FACE  PKRJUBY  CHARGE — SAMUEL  UNTERMYER  EXPECTS  INDICT- 
MENTS AGAINST  C.  C.  GLOVES  AND  W.  J.  AND  H.  H.  FLAT  HER. 

The  indictment  for  perjury  of  Charles  C.  Glover,  William  J.  Flather,  and 
Henry  H.  Flather,  respectively  president,  vice  president,  and  cashier  of  the 
Riggs  National  Bank,  is  considered  highly  probably  following  the  proceedings 
before  the  grand  jury  Wednesday. 

Samuel  Untermyer,  of  counsel  for  the  Government  in  the  injunction  suit  of 
the  Riggs  Bank  against  Secretary  McAdoo,  Comptroller  of  the  Currency  WU- 
liams,  and  United  States  Treasurer  Burke,  yesterday  declared  his  beUef  that  an 
indictment  will  be  returned. 

Apparently  those  who  speak  for  the  bank  are  of  the  same  belief,  pointing  out 
that  the  grand  Jury  proceeding  is  purely  an  ex  parte  proceeding,  from  which 
counsel  for  the  bank  necessarily  was  barred,  and  that  it  is  reasonable  to  expect 
that  the  grand  Jury  will  find  the  cause  presented  by  the  Government  worthy  of 
trial  by  the  Federal  courts. 

Mr.  Untermyer  was  in  Washington  for  a  few  hours  yesterday  to  attend  a 
conference  at  the  Treasury  Department  of  the  joint  high  commission  appointed 
to  deal  with  Latin-American  finance. 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  877 


"  I  believe  that  the  grand  Jury  will  find  a  true  bill  against  the  officers  of  the 
bank/'  be  declared  to  a  representative  of  the  Washington  Herald. 

"  On  what  grounds?  "  he  was  asked. 

"  On  the  grounds  of  perjury,"  he  replied.  "  I  think  the  affidavit  signed  by 
three  officers  of  the  bank  and  submitted  in  evidence  denying  that  the  bank  had 
engaged  in  stock  speculation  is  a  clear  case  of  perjury." 

"  But  the  bank  explained  that  these  transactions  did  not  Involve  the  bank,  but 
only  individuals  acting  as  agents  for  clients  of  the  bank ;  that  the  funds  of  the 
bank  were  not  involved  at  all." 

"  In  my  original  charge,"  returned  Mr.  Untermyer,  "  I  did  not  claim  that  the 
funds  of  the  bank  were  used.  I  stated,  as  you  may  recall,  that  the  Riggs  was  a 
brokerage  office  within  a  bank." 

Mr.  Untermyer  declared  that  he  had  nothing  to  do  with  the  criminal  pro? 
ceedings,  but  that  he  would  resume  his  connection  with  the  case  when  the  trial 
of  the  injunction  suit  is  resumed  before  Justice  McCoy. 

Mr.  Hogan.  Now,  that  newspaper  interview,  undenied  even  though 
it  be.  might  not  in  itself  be  important  if  I  did  not  accompany  it  with 
this  letter,  dated  July  29, 1919,  by  which  it  is  verified : 

Washington,  D.  C,  July  29,  1919. 
Mr.  Frank  J.  Hogan, 

Washington,  D.  C. 

Mr  I)eab  Mb.  Hogan:  As  a  representative  of  the  Washington  Herald,  on 
September  23,  1915,  I  interviewed  Mr.  Samuel  Untermyer;  the  report  of  the 
Interview  as  published  in  the  Herald  on  September  24,  1915,  under  the  caption 
"  Riggs  officials  to  face  perjury  charge,"  was  written  by  me  arid  is  correct 
Yours,  very  truly, 

Joseph  P.  Annin. 

I  am  ready  to  suspend  now  until  2  o'clock. 
The  Chairman.  Two  o'clock. 

(Whereupon,  at  4  minutes  to  12  o'clock,  the  hearing  was  adjourned 
until  the  afternoon  at  2  o'clock.) 

AFTERNOON  SESSION. 

The  committee  reconvened,  pursuant  to  the  taking  of  the  recess, 
at  2.04  o'clock  p.  m. 

STATEMENT  OF  MB.  FRANZ  T.  HOGAN— Resumed. 

Mr.  Hogan.  When  the  recess  was  taken  I  was  discussing  the  sub- 
ject of  the  proposition  that  Biggs  Bank  officers  trade  resignations  for 
indictments.  You  will  remember — I  used  the  substance,  and  again 
do  not  pretend  to  use  the  exact  words — that  Mr.  Williams  informed 
you  that  he  never  heard  the  subject  intimated  until  he  heard  me 
state  it  to  this  committee  when  I  appeared  here  as  a  witness.  Sen* 
ators,  I  assume  that  you  have  seen  enough  of  the  tireless  energy  with 
which  Mr.  Williams  has  grabbed  hold  of  everything  on  the  subject 
of  Biggs  Bank  to  know  tnat  he  did  not  overlook  anything  that  was 
conspicuous.  On  October  2,  1915,  the  leading  press  story  in  the 
Washington  Post,  published  here  in  Washington,  was  that  which 
on  the  first  page  appeared  under  the  caption  "  Indicts  Biggs  heads 
on  perjury  charge."  In  that  article,  under  a  separate  subhead,  is 
found  the  following : 

WANTED  CA8HIKB  TO  QUIT. 

In  this  connection  there  have  been  many  rumors  afloat,  and  one  of  these  was 
that  the  Treasury  officials  were  quite  willing  to  have  all  of  the  proceedings 
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against  the  bank  dropped  should  certain  of  the  bank  officials  resign  from  their 
positions.  It  was  said  that  Mr.  Flather,  the  cashier,  was  one  of  the  officials 
whose  resignations  were  sought. 

Now,  I  forbear  to  comment  on  the  statement  of  the  comptroller 
in  which  he  told  you  he  never  heard  that  thing  intimated,  when 
it  was  thus  a  matter  of  conspicuous  local  publication  at  the  very  time 
the  thing  was  going  on. 

Before  leaving  this  subject  of  the  alleged  perjury  case,  let  me 
say  to  you.  because  I  want  it  clear,  and  I  do  not  want  any  mistake 
about  it,  that  one  would  characterize  as  amusing,  if  it  were  not 
serious,  the  statements  contained  in  this  record  that  Mr.  Untermyer's 
services  ns  counsel  for  Mr.  Williams  and  Mr.  McAdoo  absolutely 
ended  before  the  indictment  of  the  bank's  officers,  because,  as  it  has 
been  said  before  this  committee,  the  equity  case  was  over  and  finished, 
and,  therefore,  there  was  no  possibility  of  any  representative  capacity 
on  Mr.  Untermyer's  part  when  he  had  his  conversation  in  June  or 
July,  1915,  with  Mr.  Cromwell  and  myself.  Senators,  the  equity 
suit  was  not  over.  It  was  not  even  at  issue.  Mr.  Untermyer  had 
stated,  the  judge  had  stated,  and  I  had  stated,  in  open  court,  what 
things  would  be  relevant  and  admissible  when  the  case  was  brought 
on  for  trial  on  its  merits.  It  had,  prior  to  the  indictment,  been  heard 
only  on  the  bill  and  certain  affidavits  of  the  plaintiffs  and  on  affidavits 
and  a  motion  to  dismiss  made  on  behalf  of  the  defendants.  Up 
to  this. day  never  have  any  answers  been  filed  in  that  case.  Up  to 
this  day  no  witnesses  have  ever  appeared  on  the  stand  in  that  case. 
The  case  was  never  tried.  I  reiterate,  it  only  got  as  far  as  a  pre- 
liminary hearing. 

Several  places  in  the  record  you  will  find  references  to  an  "  inter- 
locutory decree"  entered  in  tnat  case  by  Judge  McCoy.  Neither 
Judge  \McCoy  nor  anyone  else  ever  entered  an  interlocutory  decree 
in  that  case.  There  was  no  interlocutory  decree.  There  is  no  record 
of  any  interlocutory  decree.  There  was  only  one  order  of  the  court 
ever  signed  in  that  case,  and  that  was  signed  on  April  12,  1915,  re- 
straining the  comptroller,  the  Secretary  of  the  Treasury,  and  the 
Treasurer  of  the  United  States  from  covering  into  the  Treasury 
the  $5,000  due  the  bank  as  interest  on  bonds  which  the  comptroller 
had  attempted  to  have  confiscated  under  the  guise  of  penalties,  and 
commanding  the  comptroller  and  the  Secretary  to  show  cause  why 
the  injunction  should  not  be  continued.  And  subsequent  to  that 
time,  there  was  an  opinion  filed  by  Mr.  Justice  McCoy,  on  which  no 
judicial  action  was  ever  taken,  Because  before  the  ca.«e  could  be 
tried  and  the  authority  of  the  comptroller  definitely  settled  by  the 
court  of  last  resort,  the  bank  was  compelled  to  dismiss  its  siiit  or 
else  suffer  forfeiture  of  its  charter.  And  even  at  that  cost  it  could 
not  have  obtained  official  judicial  determination  of  the  comptroller's 
powers,  for  if  it  had  suffered  forfeiture  of  its  charter,  the  suit  would 
have  been  dismissed,  because  not  then  being  a  national  bank  the  ques- 
tions raised  by  the  suit  would  have  become  moot  and  no  court  would 
have  had  jurisdiction  to  entertain  the  case;  so  that  the  case  was  never 
tried.  And  how  is  it  possible  for  anyone  to  pretend  that  Mr.  Un- 
termyer was  not  Mr.  Williams's  counsel  when  his  appearance  of  record 
as  counsel  for  Mr.  Williams  and  Mr.  McAdoo  was  formally  en- 
tered, and  he  was  still  counsel  on  the  equity  court  records  for  Mr. 
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Williams,  when  the  indictment  was  procured,  and  so  remained 
counsel  of  record  during,  and  for  several  weeks  subsequent  to,  the 
criminal  court  trial,  for  the  equity  suit,  it  should  be  borne  in  mind, 
remained  pending,  and  undisposed  of  even  as  to  its  preliminary 
motions,  until  June,  1916,  after  the  indictment  had  been  brought, 
after  the  acquittal  had  been  obtained,  and  a  year  after  the  proposi- 
tion I  have  testified  to  had  been  made. 

Did  the  Biggs  National  Bank,  as  charged  then,  and  despite  the 
results  of  the  trial  repeated  here,  buy  and  sell  stock  to  or  through  Lewis 
Johnson  &  Co.,  and  make  short  sales  to  or  through  Lewis  JoWson  & 
Co.?  An  American  jury  decisively  answered  that  question  in  the 
negative.  That  answer  was  not  satisfactory  to  Mr,  Williams,  so  he 
reiterates  the  charge  before  this  committee  and  also  ;in  the  record  of 
the  bearings  here  on  that  subject,  we  have  the  testimony  ,of  Mr,  Wil- 
liams's counsel,  Mr*  J.  C,  Adkins,  Mr.  Williams's  former  counsel,  Mr. 
Samuel  Unterraeyer,  and  of  Pistrict  Attorney  La$key.  Mr,  Lackey 
tells  the  committee  that  I  was  wrong  when  I  said  that  Lewis  Johnson 
&  Co,  kept  its  ledger  account  of  the  stock  transactions  referred  tp  in 
the  name  of  Biggs  National  Bimk  merely  for  that  firm's  own  con- 
venience, and  Mr.  Adkins  tells  you  that  in  these  transactions  the 
bank's  credit  was  used.  Also  Mr.  Adkins  volunteers  the  statement, 
made,  I  think,  inadvertantly,  that  he  holds  np  brief  for  anybody 
connected  with  this  case.  I  want  the  Senators  to  understand  that 
Mr.  Adkins,  a  member  of  this  bar,  is  a  friend  of  jnine,  for  whom  J 
have  both  personal  and  professional  regard,  and  J  am  sure  his  state- 
ment was  inadvertent  For,  in  Pennsylvania  w>w,  and  whe»  Mx. 
Adkins  appeared  before  you  here,  there  is,  and  there  was,  pending 
a  suit  brought  by  a  national  bank  against  Comptroller  Williams,  It 
is  the  bank  with  which  Representative  McFadden  has  oonnection, 
the  name  of  which  I  do  not  know.  A  Federal  judge  in  Pennsylvania 
has  issued  an  injunction  restraining  Mr.  Williams  in  that  case,  fmd 
according  to  the  last  word  I  have  heard  xm  the  subject  th*£  injunc- 
tion is  still  standing.  The  Federal  court  issued  its  restraining  hasd 
against  Mr.  Williams^  That  I  am  not  interested  in.  But  I  am  inter- 
ested in  telling  you  that  in  that  case,  which  is  now  pending,  one  of 
the  attorneys  now,  and  of  course  at  the  time  when  he  testified  bene, 
for  John  Skelton  Williams,  Comptroller  of  the  Currency,  is  and  was 
Mr.  Jesse  C.  Adkins.  If  representing  a  client  as  counsel  in  a  pend- 
ing litigation  is  not  holding  a  brief  for  that  client,  then  I  do  not 
know  what  "  holding  a  brief  "  is. 

When  Mr.  Adkins  was  testifying  regarding  the  Lewis  Johnson  & 
Co.  account,  he  was  questioned  by  Senator  Gronna  as  to  whether  the 
bank's  funds  had  been  used  in  the  purchase  and  sale  of  stocks,  his 
testimony  having  led  directly  to  that  inference,  and  the  following 
occurred  (Senate  hearings,  pt.  4,  pp.  306,  307)  : 

Senator  Gronna.  Do  yon  mean  to  say  that  It  used  the  bank's  funds  In  that 
way? 

Mr.  Adkins.  They  would  use  the  bank's  cne&tf  Hi  buyiqg  stocks  that  $hey 
bought. 

Senator  Gronna.  But  you  just  stated  that  they  were  using  the  bank's  funds. 

Mr.  Adkina.  Yes,  sir ;  they  were  using  the  bunk's  funds,  and  if  tbey  did  not 
have  enough  jnomsy  to  tine  credit-—- 

Mr.  Adkins.  Yes.  sir ;  I  am  telling  you  the  substance  of  the  affidavit*. 

Mr.  AstKixs.  Yes,  air ;  I  am  telling  you  the  substance  of  the  affidavits. 

125023— 1ft— pt  12   — K  '  ; 
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Senator  Gronna.  That  Is  a  very  serious  proposition,  if  they  were  using  the 
bank's  funds. 

******  * 

'The  Chairman.  You  do  not  claim  as  a  matter  of  fact  that  the  bank  invested 
Its  own  funds  in  this  stock-brokerage  business? 

Mr.  Adkins.  I  do  not  claim  that  they  took  funds  out  of  the  bank  without 
putting  a  new  note  there,  but  I  do  claim  that  they  used  the  credit  of  the  bank 
when  they  bought  stocks. 

And  in  his  testimony  Mr.  Williams  follows  that  same  line  of  con- 
tention, as  does  Mr.  Laskey,  the  point  being  to  create  the  impres- 
sion that  the  credit  of  the  Biggs  National  Bank  was  used  in  the  trans- 
actions with  Lewis  Johnson  &  Co.  The  statements  are  unfounded  in 
law  and  disproved  in  fact.  They  are  unfounded  in  law  because  the 
Biggs  National  Bank  could  not  have  dealt  in  buying  and  selling 
stock  and  its  credits  could  not  have  been  thus  used,  and  no  brokerage 
house  or  anyone  else  dealing  with  it  could  have  claimed  that  its  credit 
was  relied  upon.  Dealing  in  stocks  is  ultra  vires  the  powers  of  a 
national  bank,  and  therefore  the  credit  of  the  Biggs  National  Bank 
could  not  have  been  looked  to  by  anyone.  But  that  I  mention  merely 
as  a  side  issue  to  show,  as  a  purely  legal  proposition,  how  utterly 
absurd  it  is  for  lawyers  to  say  that  the  credit  of  the  bank  was  used* 
As  a  matter  of  fact,  which  is  more  important,  the  claim  is  disproved 
by  the  only  sworn  testimony  on  the  subject.  Mr.  Laskey  heard  the 
only  testimony  ever  given  on  this  subject,  and  undoubtedly^  Mr.  Ad- 
kins has  overlooked  it.  In  the  trial  of  the  alleged  perjury  case 
members  of  the  firm  of  Lewis  Johnson  &  Co.  were  subpoenaed  to  give 
testimony.  Lewis  Johnson  &  Co.  was  not  a  corporation;  it  was  a 
firm ;  what  one  partner  knew,  of  course,  the  firm  was  chargeable  with 
knowing.  No  partner  of  that  firm,  although  the  Government  had 
subpoenaed  them,  ever  testified  contrary  to  the  only  testimony  on 
the  subject  given  by  one  of  the  partners,  Mr.  Charles  P.  Williams, 
which  I  here  quote.  I  turn  to  his  sworn  testimony  on  pages  1282  to 
1284  of  the  record  of  the  criminal-court  proceeding,  which  shows, 
first,  that  this  witness  was  subpoenaed  by  the  Government,  and,  sec- 
ond, that  the  Government  did  not  put  him  on  the  stand  as  a  witness* 
and,  third,  that  the  credit  of  Biggs  Bank  was  not  used  in  the  stock 
transactions  referred  to.    [Beading:] 

Charles  P.  Williams  was  called  as  a  witness  by  and  on  behalf  of  the  de- 
fendants and,  being  first  duly  sworn,  testified  as  follows : 

•  •  *  '         •  *  *  * 

Q.  How  long  have  you  lived  in  the  District  of  Columbia  ?— A.  Since  January 
18,  1875. 

*  *  *  *  *  *  • 

Q.  Have  you  been  in  attendance  on  this  trial  every  day? — A.  Since  the  8th 
day  of  the  month. 

Q.  And  have  you  informed  my  friend,  the  learned  district  attorney,  of  your 
nresence  here? — A.  Yes. 

•  *  *  *  *  •  • 

Q.  Were  you  subpoenaed  as  a  witness  in  this  case? — A.  Tee. 
Q.  By  whom?— A.  By  the  United  States. 

******  * 

Q.  Were  you  ever  connected  with  Lewis  Johnson  &  Co.? — A.  Yes,  sir. 

Q.  For  how  long? — A.  I  entered  that  firm  on  May  14,  1004,  and  retired  from 
it  January  15, 1913. 

Q.  What  was  the  nature  of  your  connection  with  that  firm? — A.  A  member  of 
the  firm — a  partner 
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• 

Q.  Who  were  your  copartners? — A.  John  William  Henry  and  William  A. 
Mearns. 

Q.  Did  you  have  any  personal  knowledge  of  the  stock-brokerage  transactions 
that  were  carried  on  the  ledger  books  of  Lewis  Johnson  &  Co.  under  the  name 
of  the  Riggs  National  Bank? — A.  Yes,  sir. 

Q.  Did  you  ever  have  any  talk  with  Mr.  Charles  C.  Glover,  Mr.  William  J. 
Flather,  and  Mr.  Henry  H.  Flather  about  the  orders  given  to  Lewis  Johnson 
&  Co.? — A.  Frequently. 

.ft.  Were  you  ever  informed  with  respect  to  who  the  purchasers  and  sellers 
of  those  stocks  were? — A.  In  many  Instances. 

Q.  Who  were  you  Informed  they  were? — A.  Customers  of  the  bank;  orders 
given  by  those  individuals  for  the  accommodation  of  customers  of  the  bank. 

Q.  You  being  a  member  of  the  firm  of  Lewis  Johnson  &  Co.,  I  wish  you 
would  state  why  the  account  was  carried  on  the  books  of  Lewis  Johnson  &  Co. 
In  the  name  of  the  Riggs  National  Bank? 

*  *  *  *  *  *  • 

A.  It  was  carried  in  the  name  of  the  Riggs  National  Bank  in  the  same 
manner  and  same  form  that  the  accounts  of  other  national  banks  were  carried, 
for  the  convenience  of  Lewis  Johnson  &  Co.,  for  the  reason  that  the  orders  on 
those  national  banks  were  being  received  from  different  members— or.  different 
officers  of  those  institutions 

Q.  As  a  member  of  Lewis  Johnson  &  Co.,  did  you,  when  stock  was  bought 
or  when  stock  was  sold,  become  aware  who  the  seller  was  and  who  the  pur- 
chaser was  at  any  time? — A.  I  did. 

Q.  How? — A.  For  the  reason  that 

Mr.  Abchkb.  No;  not  for  the  reason,  but  how? 

A.  (Continuing.)  For  the  reason  that  the  moment  a  notice  was  delivered  to 
the  officers  of  any  of  those  institutions,  immediately  an  order  was  issued  by  that 
party,  whoever  it  might  be,  to  transfer  the  stock  to  the  individual  who  pur- 
chased it. 

Q.  And  when  the  stock  was  sold  you  would  get  a  certificate? — A.  Get  the 
certificate  in  the  name  of  the  party,  of  some  party,  not  of  any  bank. 

Q.  You  are  a  client  of  mine,  are  you  not? — A.  I  am. 

Now,  that. is  so  clear,  Senators,  that  I  do  not  comment  on  it. 
In  the  light  of  that  testimony,  uncontradicted  by  any  testimony 
whatever,  it  is  difficult  to  understand  how  there  can  be  here  again 
repeated  the  entirely  refuted  assertion  that  either  the  funds  or 
the  credit  of  the  Siggs'  National  Bank  had  been  used  in  stock 
transactions  with  Lewis  Johnson  &  Co. 

But  you  are  told  that  not  only  did  the  Riggs  Bank  buy  stock, 
but  that  ihat  was  one  of  the  prime  reasons  why  Comptroller  Wil- 
liams from  1914  to  1916,  by  continual  examinations  and  by  endless 
correspondence,  and  finally  by  nation-wide  publications,  held  this 
bank  up  to  contumely.  If  that  in  fact  was,  in  part,  the  reason  for 
the  line  of  conduct  adopted  by  Comptroller  Williams  toward  the 
Riggs  Bank,  what  explanation  has  been  made  to  you  of  his  failure 
to  adopt  a  like  line  of  conduct  in  view  of  the  publicly  known  fact 
that  precisely  the  same  sort  of  accounts,  covering  precisely  the 
same  character  of  transactions,  were  carried  on  the  oooks  of  Lewis 
Johnson  &  Co.  in  the  names  of  10  other  national  banks  in  the  Dis- 
trict of  Columbia?  This  fact  is  shown  by  the  sworn  testimony  of 
Mr.  Morris  Lammond,  who,  it  will  be  remembered,  gave  Mr.  Samuel 
Untermyer  an  affidavit  contradicting  the  affidavit  ot  Messrs.  Glover 
and  Flather,  testified  for  the  prosecution  before  the  grand  jury, 
and  was  subsequently  rewarded  by  an  appointment  as  national  bank 
examiner.    On  pages  875  to  877  of  the  criminal  court  record  this 
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witness,  who  had  been  produced  on  behalf  of  the  prosecution,  was 
under  cross-examination,  and  I  quote  the  record : 

Cross-examination  by  Mr.  Hogan  : 

Q.  I  show  you  the  following  ledger  accounts  in  the  stock  department  of 
Lewis  Johnson  &  Co.,  and  ask  you  if  the  same  are  not  originals  produced  bj 
you  from  the  records  of  Lewis  Johnson  &  Co.,  now  in  the  possession  of  the 
trustees? 

Lewis  Johnson  &  Co.'s  stock  department  account  with  the  Commercial  Na- 
tional Bank. 

Lewis  Johnson  &  Co.'s  stock  department  account  with  the  American  "National 
Bank. 

A.  Tea. 

Q.  Both  of  those  are  in  the  names  of  the  bank  the  same  precisely  as  that  of 
Lewis  Johnson  &  Co.  and  the  Riggs  National  Bank.  They  are  the  same,  are 
they  not? — A.  Tes;  they  are. 

Mr.  Archer.  Mr.  Hogan,  I  understand  you  are  just  identifying  those  now? 

Mr.  Hooaw.  Yes. 

By  Mr.  Hog  an: 

Q.  Lewis  Johnson  &  Co.'s  stock  department  account  with  the  Farmers*  4 
Mechanics'  National  Bank?— A.  Yes. 

Q.  Lewis  Johnson  &  Ca's  stock  department  account  with  the  Franklin 
National  Bank? — A.  Yes,  sir. 

Q.  Lewis  Johnson  &  Co.'s  stock  department  account  with  the  National 
Metropolitan  Bank? — A.  Yes,  sir. 

Q.  Lewis  Johnson  &  Co.'s  -stock  department  acoount  with  the  National 
Bank  of  Washington?— A.  Yea,  sir. 

Q.  Lewis  Johnson  &  Ca's  stock  department  account  with  the  Second  Na- 
tional Bank? — A.  Yes,  sir. 

Q.  Lewis  Johnson  &  Co.'s  stock  department  account  with  the  Columbia  Na- 
tional Bank?— A  Yea,  air. 

Q.  All  of  which  are  originals? — A.  Those  are  originals. 

Q.  They  were  produced  by  you  out  of  the  custody  of  the  trustees  of  Lewis 
Johnson  &  Co.? — A.  They  were. 

Q.  And  the  banks  whose  names  I  have  called  off  are  national  banks  in  this 
city? — A  They  are. 

Q.  And  these  accounts  were  kept  with  those  banks  or  in  the  name  of  those 
banks  in  the  regular  •course  of  business  of  Lewis  Johnson  &  Co.! — A.  Yes,  air. 
******* 

Q.  These  transactions  that  are  shown  here  reflate  to  the  purchase  and  sate* 
of  stocks  carried  oa  your  books? — A  Yes,  air. 

The  Chairman.  Was  that  ever  controverted  in  any  way  I 

Mr.  Hogan.  No,  sir. 

The  Chairman.  Disproved  ? 

Mr.  Hogan.  No,  sir.  It  was  proved  by  the  Government  witnesses, 
Senators,  and  proved  by  the  production  of  the  original  documents. 
And  the  point  is  that  Comptroller  Williams,  it  is  safe  to  say,  never 
wrote  a  word  to  or  about  these  other  national  banks  in  whose  names 
Lewis  Johnson  &  Co.  carried  precisely  the  same  kind  of  an  account 
that  firm  carried  in  the  name  of  Biggs,  while  in  official  corre- 
spondence and  nation-wide  publications  he  pilloried  the  Riggs  Bank 
for  that  thing.  The  discrimination  is  patent.  The  reason  is  ob- 
vious. The  malice  plain.  Of  course,  I  know,  and  the  comptroller 
knew,  that  these  other  banks  did  not  buy  and  sell  stock  from,  to,  or 
through  this  brokerage  house  of  Lewis  Johnson  £  Co.  Neither  did 
Riggs.  The  officers  of  all  these  other  banks  were  simply  doing 
what  the  Riggs  officers  were  doing;  sending  to  the  brokerage  firm 
the  investment  orders  of  customers,  and  Lewis  Johnson  &  Co.  were 
carrying  the  record  of  those  transactions  in  the  names  of  the  several 
banks,  as  a  member  of  that  firm  on  oath  testified,  "for  the  con- 
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vmience  of  Lewis  Johnson  A  Co.,"  who  knew  that  the  stock  pur- 
chases and  sales  were  those  of  "  customers  of  the  bank "  and  that 
"the  orders  (were)  given  by  those  individuals  (bank  officers)  for 
the  accommodation  of  customers  of  the  bank."  (See  sworn  testi- 
mony of  Charles  P.  Williams,  quoted  supra.) 

The  Glover  and  Flather  account:  The  record  of  the  hearings  be- 
fore this  committee  is  in  &  very  muddled  state  with  regard  to  what 
is  known  as  the  Glover  and  Flather  and  the  Flather  and  Flather 
accounts.  Those  were  simply,  so  far  as  the  Biggs  bank  was  con- 
cerned, depositary  accounts  that  might  have  been  with  Jones  & 
Smith,  or,  if  I  may  borrow  the  name,  with  Mr.  T.  H.  Newberry, 
or  any  one  else.  In  those  accounts  were  deposited  by  Glover  and 
Flather  the  commissions  earned  by  these  officers  that  were  ultimately 
turned  over  to  the  bank.  That  is  all  they  were.  Who  directed 
that  the  accounts  be  kept  that  way?  The  Treasury  Department. 
Mr.  Owen  T.  Reeves,  jr.,  president  of  a  national  bank  in  Chicago, 
was  in  the  employ  of  the  comptroller's  department  from  1901  until 
1912;  he  was  national  bank  examiner  of  the  banks  of  the  District 
of  Columbia  "  from  1906  until  191V1  daring  which  period  he  fre- 
quently examined  Riggs  National  Bank.  These  are  facts  he  tes- 
tified to  on  oath  in  the  criminal  court  proceeding.  He  made  his 
first  examination  of  the  Biggs  Bank  July,  1906;  at  that  time  he 
discussed  with  Mr.  Glover  and  Mr.  W.  J.  Flather  and  Mr.  Henry 
H,  Flather  the  account  which  he  found  in  the  bank  embracing  com- 
missions received  by  officers  of  the  bank  on  stock  and  bond  trans^- 
actions;  that  he  took  the  matter  up  with  the  then  Comptroller  of 
the  Currency,  and  then  informed  Mr.  Glover  and  both  of  the  Messrs. 
Flather  that  he  had  discussed  these  commissions  with  the  comp- 
troller, who  had  called  in  Judge  Oldham,  who  was  the  counsellor 
for  the  Comptroller  of  the  Currency  Bureau;  that  Judge  Oldham 
had  ruled  that  a  national  bank,  under  the  law,  was  not  given  the 
power  to  do  a  commission  and  brokerage  business,  and  that  the 
comptroller  had  said  that  "  he  knew  it  to  be  a  fact  that  an  officer 
of  most  of  the  down-town  Washington  banks  was  a  member  in  the 
local  stock  exchange,  and  they  received  the  commissions  them- 
selves"; that  as  this  was  not  the  case  with  the  officers  of  the  Biggs 
Bank,  who  turned  the  commissions  they  earned  over  to  the  bank, 
"they  had  better  handle  it  as  personal  matters  of  theirs:  Let  an 
account  or  one  or  two  accounts  "  be  opened  and  rt  credit  those  com- 
missions to  those  accounts,  and  if  they  felt  that  the  bank  was  pay- 
ing them  salaries  for  their  services,  if  they  wanted  to  make  a  do- 
nation or  present  to  the  bank  at  any  time,  that  there  was  nothing 
that  could  prevent  them  from  doing  it,  that  it  would  not  be  a 
violation  of  law.  And  I  then  instructed  the  officers  of  the  bank 
that  under  the  instructions  I  had  received,  they  should  wipe  out 
that  commission  account  and  carry  it  in  their  personal  names." 
(Sworn  testimony  of  Owen  T.  Beeves,  jr.,  record,  pp.  1068,  1070, 
1071, 1075,  1076.) 

This  testimony  of  National  Bank  Examiner  Reeves  continues 
[reading  pp.  1076,  1077,  and  1078,  criminal  court  proceedings] : 

Q.  You  said  that  you  told  them  that  the  Comptroller  of  the  Currency  had 
said  that  if  they  wanted  to  turn  over  the  money  earned  from  time  to  time  to 
the  bank— donate  It,  I  think  you  said — they  would  have  a  perfect  legal  right 
to  do  so.    Do  you  mean  the  money  earned  as  commissions? — A.  Yea 
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Q.  Was  there  to  your  knowledge  an  account  opened  under  your  direction 
for  these  commissions? — A.  the  account  was  opened;  I  saw  li,  inspected  it 
every  time  I  went  in  there  afterwards. 

Q.  Do  you  remember  the  name  of  the  account? — A.  Under  the  name  of 
Glover  &  Flather,  I  think.  I  don't  remember  whether  they  used  the  initials 
or  not. 

******  * 

Q.  Now,  I  will  ask  you  whether  or  not  the  matter  that  you  reported  to  these 
•gentlemen  was  correctly  reported;  whether  or  not  you  correctly  reported  the 
instructions  given  you  officially  by  the  comptroller? — A-  Yes,  sir. 

Q.  You  anticipated  a  question  of  mine,  if  I  understood  you;  you  said  that 
thereafter  as  long  as  you  were  bank  examiner  here,  as  long  as  you  inspected 
the  Riggs  National  Bank  you  inspected  that  account  of  Glover  &  Flather? — A. 
yes,  sir. 

Q.  I  show  you  a  sheet  of  the  Glover  &  Flather  account  Is  that  the  account 
you  refer  to  in  the  name  of  Glover  &  Flather?  [Handing  witness  a  paper.] — 
A  (After  examination.)    I  think  that  is  the  same  account. 

Q.  Did  you  also  have  access  to  the  Flather  &  Flather  account? — A.  Yes. 

Q.  How  long  were  you  a  bank  examiner  here? — A.  Six  years. . 

Q.  Who  succeeded  you? — A.  Mr.  Hann. 

Q.  I  hand  you  an  account  named  as  the  W.  J.  and  H.  H.  Flather  account— A. 
There  were  two  accounts. 

Q.  I  wish  you  would  state,  Mr.  Reeves,  whether  or  not  any  of  the  defendants 
or  officers  of  the  bank  ever  refused  to  permit  you  to  see  those  accounts? — A. 
Oh,  no;  I  was  never  refused  permission  to  see  anything  in  the  bank.  Mr. 
Glover  was  always  very  insistent  that  I  try  to  find  something  in  the  bank  to 
tell  him. 

Q.  During  the  time  you  were  bank  examiner,  after  you  gave  those  instruc- 
tions to  the  officers  of  the  bank  in  1006,  state  whether  or  not  so  far  as  you 
observed  those  accounts  were  kept  as  you  directed? — A.  They  were. 
-  Q.  Mr.  Darlington  makes  a  suggestion  that  I  thought  had  been  covered  by 
my  questions  to  you.  The  two  accounts  I  hand. you  are  the  Glover  &  Flather 
account  and  the  Flather  &  Flather  account,  as  you  have  stated? — A.  Yea,  sir. 

So  that,  as  you  now  see  by  uncontradicted,  undisputed,  sworn  testi- 
mony, by  direction  of  the  Treasury  Department  in  1906  these  ac- 
counts, for  which  these  gentlemtn  have  been  pilloried  here  and  else- 
where for  carrying  in  the  Riggs  Bank,  were  opened  in  that  bank  and 
were  subjceted  thereafter  constantly  to  these  examinations: 

Now,  before  I  pass  from  Mr.  Reeves,  it  has  been  said  here  that  Mr. 
Reeves  criticized  the  bookkeeping  methods  of  the  bank  and  in  other 
ways  criticized  affairs  in  the  bank.  No  national  bank  ever  failed  to 
receive  some  criticisms  from  an  intelligent  and  careful  bank  examiner. 
Mr.  Reeves  did  criticize  the  bookkeeping  methods.  The  Bank  of 
England,  you  know,  until  recently,  could  not  be  induced  to  put  in 
calculating  machines  or  typewriters.  The  Riggs  National  Bank  was 
an  old  institution,  and  they  held  on  for  a  long  time  to  the  old  book- 
keeping methods.  But  Reeves  was  a  constructive  Government  offi- 
cial, his  criticism  and  his  calling  attention  to  things  resulted  in  helping 
that  and  other  institutions,  so  that  when  they  were  brought  to  our 
attention,  anything  regarding  bookkeeping  that  Mr.  Reeves  wanted 
changed,  in  due  course  of  time,  when  new  books  were  gotten,  they 
were  brought  up  to  the  most  modern  methods  of  bookkeeping.  And 
so,  having  as  national  bank  examiner  examined  the  Riggs  Bank 
repeatedly  in  the  five-year  period  from  1906  to  1911,  Mr.  Reeves,  on 
oath,  testified  in  the  alleged  perjury  trial  (criminal  court  proceedings, 
record,  pp.  1079-1080) : 

Cross-examination  continued  by  Mr.  Frrrs : 

Q.  It  was  a  Rood,  strong  bank,  was  it  not? — A.  One  of  the  best  banks  I  ever 
examined. 
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That  is  why  said  Mr.  Eeeves  had  come  here  and  so  testified. 

You  will  have  noted  that  Mr.  Reeves  stated  he  was  succeeded  in  the 
District  of  Columbia  by  Bank  Examiner  Hann.  This  examiner,  Mr. 
Samuel  M.  Hann,  rendered  the  last  national  bank  examiner's  reports 
to  the  Comptroller  of  the  Currency  immediately  preceding  the  in- 
cumbency in  that  office  of  Mr.  John*  Skelton  Williams.  When  I  last 
appeared  before  you  I  quoted  from  that  report,  commendatory  and 
laudatory  of  Riggs  Bank.  I  have  shown  you  that  that  report  Was 
under  the  personal  examination  of  Comptroller  Williams.  By  it 
Mr.  Hann  snowed  that  on  his  very  first  examination  of  the  Biggs  Bank 
he  was  made  acquainted  with  the  Glover  and  Flather  accounts,  and  ih 
that  report  Mr.  Hann  states  that  Examiner  Beeves  had  informed  him 
that  the  practice  had  been  submitted  to  the  Secretary  of  the  Treasury 
and  had  not  been  decided  not  to  be  in  contravention  of  the  national- 
bank  act.  Mr.  Adkins  appeared  before  you  he  seemed  to  doubt  that 
Mr.  Hann  had  so  reported,  and,  as  I  remember  his  remark,  said  he 
would  like  to  see  that  report.  It  is  strange  his  client,  the  comptroller, 
has  not  shown  it  to  him.  In  part  2  of  these  proceedings  it  is  suffi- 
ciently quoted  from  on  the  subject  of  the  bank's  condition,  and  I  insert 
here  a  page  of  that  official  report  received  at  the  comptroller's  office 
June  2, 1913,  on  the  subject  of  the  Glover  and  Flather  accounts. 

(The  matter  referred  to  is  as  follows :) 

Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency. 

No.  of  bank,  Riggs  National  Bank,  D.  C. 
Date  of  report,  May  15,  1913. 

GENERAL    REMARKS. 

Your  examiner  desires  to  call  special  attention  to  the  following  practice 
which  Mr.  Glover  states  "  has  been  in  vogue  for  over  40  years  and  which  has 
been  reported  and  made  known  to  every  Comptroller  of  the  Currency."  Messrs. 
Glover  and  Flather  (as  individuals)  invest  money  for  customers  of  the  Riggs 
National  Bank,  Washington,  D.  C,  on  real-estate  security;  they  also  buy  and 
sell  stocks  and  bonds  for  customers  of  the  bank.  Messrs.  Glover  and  Flather 
hold  seats  on  the  local  stock  exchange. 

There  is  carried  on  the  individual  ledger  of  the  bank  two  accounts,  viz,  one 
designed  as  "Glover  &  Flather"  and  the  other  as  "Flather  &  Flather." 
The  records  of  the  bank  disclose  that  on  October  5, 1911,  there  was  transferred 
from  the  account  of  "  Glover  &  Flather  "  $1,800  which  was  placed  to  the  credit 
of  proflt-and-loss  account;  on  October  5,  1911,  thre  was  transferred  from  the 
account  of  "  Flather  &  Flather  "  $8,700,  which  was  placed  to  the  credit  of  proflt- 
and-loss  account ;  on  October  S,  1912,  there  was  transferred  from  the  account  of 
M  Flather  &  Flather  "  $8,600,  which  was  placed  to  the  credit  of  proflt-and-loss 
account ;  on  October  3, 1912,  there  was  transferred  from  the  account  of  "  Glover 
&  Flather"  $2,400,  which  was  placed  to  the  credit  of  proflt-and-loss  account 
The  account  of  "  Glover  &  Flather  "  was  opened  on  the  individual  ledger  No- 
vember 30,  1906 ;  the  account  of  "  Flather  &  Flather  "  was  opened  on  the  In- 
dividual ledger  January  8,  1907. 

Messrs.  Glover  and  Flather  admit  that  these  accounts  contain  the  commission 
or  profit  on  real-estate  loans ;  also  the  commission  on  sale  of  stocks  and  bonds. 
They  state  "that  formerly  the  bank  credited  the  commission  on  renl-estate 
loans  and  sale  of  stocks  and  bonds  to  a  commission  account,  but  In  deference 
to  the  department,  they  closed  this  account,  and  since  1906,  as  above  stated, 
the  commission  or  profit  has  been  credited  to  their  individual  accounts." 

Mr.  Glover  stated  to  the  examiner  "  that  not  a  dollar  of  the  bank's  assets 
was  being  loaned  on  real  estate."  He  claims  that,  being  treasurer  of  the 
American  University,  treasurer  of  the  Corcoran  Art  Gallery,  and  treasurer  of 
the  Louise  Home,  there  is  always  at  his  disposal,  a  large  amount  of  money 
awaiting  investment  He  further  states  "  That  in  addition  to  the  above-men- 
tioned Institutions   a   great   many   Individuals   seek   real-estate   investments 
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through  mm  on  account  of  Ma  wide  experience  in  handling  Washington  real 
estate."  He  states  "  this  custom  has  been  Inexistenee  for  over  40  years,  and 
his  clients  have  been  so  accustomed  to  this3  method  that  it  would  be-  difficult 
to  induce  them  to  take  any  other  form  of  investment  In  the  whole  40  years, 
we  do  not  recollect  the  loss  of  a  dollar  m  the  investments  thus  made," 

He  clatais  that  these  transaction*  are  entirely  personal;  that  his  clients 
immediately  give  a  check  against  their  account  in  the  bank  for  the  money 
invested  in  real  estate  or  for  the  purchase  of  stocks  and  bonds.  He  claims 
that  the  money  is  deposited  In  the  RIggs  National  Bank  for  the  avowed  pur- 
pose of  being  Invested  in  real  estate  or  stocks  and  bonds.  He  states  that  in 
this  way  his  deposits  have  been  materially  Increased,  in  that  there  is  always  a 
largo  amount  of  money  seeking  investment*  He  states  that  M  these  institutions 
would  not  leave  their  money  on  deposit  even  with  2  per  cent  Interest ;  that  by 
virtue  of  the  practice  above  outlined  the  bank  not  only  has-  the  use  of  the 
money  while  waiting  for  investment  but  that  when  the  real-estate  notes  ma- 
ture the  proceeds  thereof  are  deposited  to  the  customer's  credit  until  the 
money  can  be  again  reinvested. 

Mr.  Glover  states  that  "  as  far  as  the  profit  is  concerned,  there  te  no  legal 
or  moral  obligation  on  his  part  to  turn  it  over  to  the  bank.'*  He  states  "  the 
commission  or  profit  belongs  io  him,  and  that  he  first  began  turning  it  over  to 
the  bank  when  the  Rtggs  Bank  went  over  into  the  national  system." 

He  claims  that  while  usually  these  real  estate  loans  are  investigated  after 
banking  hours,  at  times  he  and  Mr,  Flatter  have  investigated  properties  during 
banking  hours; 

In  order  to  hold  hlmseff  above  criticism,  he  has  turned  over  every  dollar 
of  profit  to  the  bank.  He  states  M  that  he  has  loaned  millions  of  dollars  In 
this  way."  The  collection  files  of  the  bank  indicate  a  large  amount  of  real 
estate  notes  left  for  collection ;  these  notes  are  filed  with  all  the  other  notes  and 
are  not  among  the  assets  of  the  bank. 

Examiner  Reeves  informed  your  examiner  that  this  practice  had  been  sub- 
mitted by  Comptroller  Itidgley  to  the  (then)  Secretary  of  the  Treasury,  who 
had  decided  that  the  above  practice  was  not  in  contravention  of  the  national 
banking  act. 

Respectfully  submitted. 

Samuel  M.  Hann,  Examiner. 

TO  the  CdMPTftOLLBB  Of  THE  CttfcRENCY, 

Wathinffton,  D.  C. 

Mr.  Hogan.  I  hardly  think  it  will  be  further  possible  to  misrepre- 
sent, of  for  anyone  to  misunderstand,  the  Glover  and  Flatter  account 

Mr.  Untermyer  in  his  testimony  here  said  two  things :  First,  that 
Mr.  Williams  is  a  good  comptroller ;  second,  that  the  Kiggs  National 
Bank  was  a  brokerage  shop— I  use  his  own  language— "was  not  a 
bank  at  all."  Mr.  Untermyer  was  aa  correct,  and  no  more  so,  in  the 
first  of  those  statements  as  he  was  in  the  second.  ^  Mr.  Untermyer 
never  hae  been  inside  of  the  Biggs  National  Bank  in  his  life  to  my 
knowledge.    Certainly  he  has  never  examined  its  business. 

The  Biffgs  National  Barik  had  in  1914,  9,000  depositors.  It  had 
correspondence  with  several  thousand  national  banks  throughout  the 
country.  It  dealt  in  extensive  foreign  banking  relations,  keeping  its 
own  accounts  in  London  and  Paris*  It  was  for  a  lonff  time  the  only 
banking  institution  in  Washington  where  you  could  £et  fotf&ip^i 
money,  which  dealt  in  foreign  exchange.  There  is  no  banking  activity 
that  is  not  conducted  in  the  Riggs  National  Bank  in  connection  with 
its  millions  of  dollars  per  day  in  transactions,  and  against  that  it 
was  found  that  in  about  10  years  its  officers  had  in  2,600  instances 
accommodated  customers  by  attenting  to  their  investments  for  them, 
less  than  an  average  of  one  a  day,  which  is  the  foundation  upon 
which  Mr.  Untermyer  bases  his  sweeping  assertion  that  u  this  was 
not  a  bank  at  all." 

When  Mr.  Untermyer  made  that  statement  and  said  that  Riggs 
Bank  was  nothing  more  than  a  "  stock-brokerage  shop,77  he  forgot 
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that  it  had  been  the  banking  house*  of  every  President  of  the  United 
States  since  Lincoln  save  one;  and  not  because  it  is  important,  but 
because  it  is  very  interesting^  I  would  like  you  to  look  at  this  check 
drawn  by  Abraham  Lincoln  just  a  few  months  before  he  was  assassi- 
nated. He  is  a  man  that  Samuel  Untermyer  would  tell  you  dealt 
with  a  "stock-brokerage  shop"  which  "was  not  a  bank  at  all." 

(Mr.  Hogan  here  exhibited  to  members  of  the  committee  a  check 
on  Riggs  Bank  drawn  by  Abraham  Lincoln,  dated  Nov.  18, 1864.) 

You  nave  been  told  that  this  practice  of  accommodating  customers 
in  the  matter  of  their  investments  had  ceased.  Senators,  if  any  one 
of  you  want  to  consult  the  well-informed  officers  of  the  Riggs  Na- 
tional Bank — who,  with  one  exception,  are  to-day  exactly  as  they 
were  when  Mr.  Williams  started  his  fight — about  investments  you 
want  to  make*  the  officers  will  now  extend  that  accommodation  to 
the  bank's  customers  just  as  bank  officers  the  country  over  are  daily 
doing.  The  only  difference  now  is  that  the  officers  in  their  individual 
capacity  no  longer  charge  a  commission  which  thev  turn  over  to  the 
bank,  and  that  difference  is  brought  about  because  the  Federal  rescue 
act  prevents  officers  from  making  any  money  other  than  their  salaries. 

Bv  reference  again  to  the  first  page  of  this  printed  copy  of  Comp- 
troller Williams's  communication  of  August  12,  1919,  to  Senator 
McLean  it  will  be  found  that  in  heavy  black-faced  type  Mr,  Williams 
haa inserted  this  heading:  "Attorney  Hogan  objects  to  making  public 
the  bank's  correspondence  with  the  comptroller." 

Passing  the  peculiarity  of  having  such  caption?  interspersed 
throughout  what  is  pretended  to  be  a  communication  to  the  chair- 
man of  this  committee,  and  passing  for  the  moment  the  half-truth 
character  of  even  quotations  of  the  record  of  the  hearings  here  which 
Mr.  Williams  purports  to  make  in  the  August  12  communication,  I 
want  to  make  clear  just  what  Mr.  Williams  refers  to  and  make 
plain  the  true  fact ;  respecting  that  reference. 

As  I  have  already  told  you,  the  correspondence  between  all  Comp- 
trollers of  the  Currency  and  the  Riggs  National  Bank  from  the  date 
of  the  bank's  organization  to  the  time  of  the  hearing  of  tire  equity 
suit  in  May,  1915,  was  printed.  The  bank  had  this  correspondence 
printed  for  the  use  of  its  officers,  directors,  and  counsel,,  in  three 
volumes.  The  comptroller  had  this  correspondence  printed  at  the 
Government  Printing  Office,  doubtless  primarily  for  the  use  of  his 
counsel  in  the  equity^  case ;  and  the  "  comptroller's  print,"  like  the 
"bank's  print,"  consists  of  three  volumes.  Each  volume  of  the 
"comptroller's  print"  bears  upon  it  in  black-faced  type  the  words 
"Appendix  to  briefs  for  the  defendant."  We  shall  shortly  see  that 
these  volumes  were  not  at  any  time  an  appendix  to  the  briefs  for  the 
defendants— -McAdoo  and  Williams — in  the  equity  case,  and  I  have 
heretofore  given  you  my  version  of  the  reason  tor  the  use  of  that 
subtitle.  You  have  been  repeatedly  told  that  from  the  time  of  the 
organization  of  the  bank  down  to  tlie  time  of  the  equity  suit  in  April, 
1915,  through  the  administration  of  various  comptrollers,  there  had 
been  constant  complaint  of  violation  by  the  Kiggs  Bank  of  the 
national-bank  laws  and  regulations. 

I  have  already  exhibited  to  you  all  of  the  correspondence  between 
the  bank  and  all  comptrollers  from  the  bank's  organization  to  the 
time  of  the  suit.  It  is  sufficient  here  to  repeat  that  the  entire  cor- 
respondence between  the  Biggs  National  Bank  and  Comptrollers  of 
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the  Currency  from  August,  1896,  to  June,  1914,  a  period  of  approxi- 
mately 18  years,  is  comprised  in  one  small  printed  volume  of  78  pages. 
The  correspondence  between  Comptroller  Williams  and  the  Riggs 
National  Bank  from  June,  1914,  to  April,  1915,  a  period  of  11  months, 
is  comprised  in  two  printed  volumes  of  516  pages. 

When  I  last  appeared  before  this  committee  I  stated  that  counsel 
for  the  bank  had  endeavored  to  have  the  judge  presiding  at  the  pre- 
liminary hearing  of  the  equity  case  have  opportunity  to  examine 
this  entire  correspondence,  but  that  that  was  objected  to  and  pre- 
vented by  counsel  for  the  comptroller,  Mr.  Untermyer.  On  the  first 
page  of  his  August  12,  1919,  letter,  Mr.  Williams,  referring  to  this 
statement,  says : 

Mr.  Hogan,  former  attorney  for  the  Riggs  Bank,  in  his  testimony  before  your 
committee,  indicated  that  the  comptroller's  office  would  deprecate  publication 
of  the  entire  correspondence  with  the  Riggs  National  Bank.  His  insinuation,  or 
statement  to  that  effect,  is  untrue,  and  was,  I  believe,  deliberately  intended  to 
mislead  or  prejudice  your  committee.    The  truth  is,  it  is  Mr.  Hogan,  or  his 

*  former  client,  the  Riggs  Bank,  who  now  objects  to  having  the  daylight  thrown 

*  upon  that  correspondence — not  the  comptroller. 

On  that  subject  I  present,  first,  the  equity  case  record ;  second,  what 
the  record  of  the  hearings  here  themselves  clearly  shows. 

In  the  record  of  the  proceedings  in  the  equity  division  of  the  Su- 
preme Court  of  the  District  of  Columbia,  Mr.  Justice  McCoy  pre- 
siding, on  May  17,  1915,  the  first  day  of  the  preliminary  hearings  in 
the  case  of  Biggs  National  Bank  v.  Williams  et  al.,  pages  19,  20,  21, 
*22, 25, 26,  and  27,  the  following  is  found : 

Mr.  Bailey  (counsel  for  the  bank).  If  your  honor  please,  before  we  proceed 
■J  want  to  ask  counsel  for  the  defendants  a  question.  Here  are  three  volumes, 
entitled  "  Correspondence  between  the  Treasury  Department  and  the  Riggs  Na- 
tional Bank."  printed,  it  seems,  at  the  same  time  with  their  answers  or  their 
.affidavits,  and  uniform  with  them,  styled  "an  appendix  to  the  briefs  of  the 
defendants.**  I  wish  to  ask  counsel  If  that  is  to  be  understood  now  as  before 
the  court? 

Mr.  Untermyer  (counsel  for  the  defendants.  Comptroller  WilUams  and  Sec- 
rets ry  McAdoo).  No;  I  do  not  understand  that  that  is  before  the  court.  Our 
affidavits  show  what  is  before  the  court.  They  show  that  the  letters  of  criti- 
cism which  have  been  separately  printed  are  before  the  court,  but  that  they  were 
not  served  and  were  not  given  out  because  of  the  desire  not  to  disclose  the 
names  contained  in  those  letters. 

The  Court.  Senator  Bailey,  I  have  not  had  the  volumes  that  you  have  there. 
All  that  I  have  are  those  affidavits. 

Mr.  Untermyer.  These  have  not  been  filed. 

Mr.  Bailey.  Of  course,  but  a  brief  has  been  filed ;  I  understood  that,  The 
purpose  of  my  Inquiry  was  to  satisfy  myself  how  far  we  were  justified  In  re- 
ferring to  these  [Indicating  the  entire  correspondence  between  the  comptroller's 
office  and  the  Riggs  National  Bank]  on  the  argument. 

Mr.  Warren  (also  counsel  for  the  defendants,  including  Comptroller  Wil- 
Uams). Not  at  all. 

Mr.  Bailey.  Then  I  will  ask  except  as  to  those  letters  in  which  the  busi- 
ness of  the  bank's  customers  is  discussed,  and  obviously  the  bank  ought  not 
to  put  them  before  the  court  and  thus  make  public  the  business  of  its  clients 
and  customers — outside  of  those  I  ask  counsel  to  agree  that  in  the  argument 
these  letters,  as  they  have  published  them  themselves,  shall  be  understood  as 
before  the  court  and  subject  to  use  in  the  argument. 

Mr.  Untermyer.  We  object  to  that,  if  your  honor  please.  We  object  to  ex- 
tending the  scope  of  this  argument.  We  are  hopeful  of  being  able  to  close  the 
argument  to-day  and  counsel  has  quoted  very  liberally  in  his  bill  from  those 
letters  that  he  desires  to  use.  We  have  quoted  from  the  letters  that  we  desire 
to  use.  We  see  no  reason  for  dragging  into  this  controversy  all  this  corre- 
spondence, part  of  which  might  or  might  not  be  competent  if  we  come  to  a  trial 
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of  the  action,  but  Is  certainly  not  competent  or  material  here.  They  were 
printed  for  private  use  and  for  convenience. 

The  Coubt.  I  think  there  is  enough  of  the  record  here  now  to  argue  the 
case  on. 

Mr.  Bailey.  If  your  honor  please,  there  may  be  too  much,  and  in  our  opinion 
there  are  many  allegations  that  could  well  have  been  omitted ;  for  instance,  the 
allegation  about  Lotta  Taylor,  about  which  we  have  Just  had  a  controversy. 
Lotta  Taylor  never  was  in  the  employ  of  the  Riggs  National  Bank,  and  conse- 
quently the  whole  story  about  her  is  irrelevant.  But  I  would  not  have  ventured 
to  make  this  suggestion  except  that  these  letters  have  been  printed  at  the  Gov- 
ernment  Printing  Office,  and  are  designated  as  an  appendix,  to  the  brief; 

*  *  *  and  surely  If  the  brief  was  printed  as  this  appendix  to  it  is  printed,  I 
would  have  the  right  to  refer  to  it  and  comment  on  it  and  deduce  such  conclu- 
sions from  it  as  I  could ;    *    *    *. 

Mr.  Untkbmyer.  I  want  to  say  before  we  close  that  part  of  the  discussion 
that  that  is  erroneuosly  stated  as  an  "Appendix  to  the  brief." 
Mr.  Hogan.  It  is  printed  three  times. 

* .  *  *  *  *  *  * 

Mr.  Untermyer  (handing  to  counsel  for  the  bank  a  small  printed  volume 
-containing  42  of  the  letters  referred  to).  There  are  42  letters  of  criticism  re- 
ferred to  In  the  answer,  but  you  have  not  copies  of  them. 

Mr.  Hogan.  They  will  not  be  used  here,  I  understand? 

Mr.  Untermyer.  They  are  to  be  used.  They  are  a  part  of  our  papers,  but  they 
4i  re  not  to  be  made  public  because  of  the  names  attached. 

Mr.  Hogan.  Oh,  no ;  oh,  no. 

Mr.  Untermyer.  I  say,  oh  yes.    It  is  for  the  court  to  determine. 

Mr.  Hogan.  Well,  let  the  court  determine  It.  My  friend,  and  this  Is  imper- 
sonal, surprises  me  by  him  mental  ability.  He  now  hands  me  69  printed  pages, 
which  he  says  are  letters  which  are  referred  to,  but  not  set  out  but  quoted  from 
in  the  answer,  which  they  desire  to  use  in  this  case  as  part  of  their  answer 

*  *  *.  Well,  why?  Are  these  selected  letters,  that  are  before  the  court  and 
not  in  this  answer,  any  more  to* be  referred  to  than  these  other  letters  spring- 
ing from  the  same  source,  printed  by  the  same  defendants?  *  *  *  I  say  to 
them,  you  can  use  them  if  we  can  use  them  all.  We  will  use  none  or  all,  but 
we  will  use  all  or  none,  and  we  'respectfully  submit  that  that  ought  to  be  and 
should  be  and  must  necessarily  be  the  court's  position.  Why,  forsooth,  has  it 
ever  become  right  under  the  practice  here,  to  bring  a  lot  of  letters  that  you  did 
not  file  and  use  them  and  not  bring  all  in  that  you  did  not  file  and  use? 

Mr.  Untermyer.  If  your  honor  please,  I  do  not  think  my  friend  quite  ap- 
prehends the  point  of  discussion.  These  42  letters  are  letters  from  the  de- 
partment of  the  Comptroller  of  the  Currency,  letters  of  criticism  of  this  bank, 
and  are  written  from  time  to  time,  and  are  thu^  referred  to  in  Mr.  Williams's 
answer  or  affidavit.  *  *  *  So  that  they  relate  to  official  documents  in  the 
possession  of  the  plaintiff,  issuing  from  the  office  of  the  Comptroller  of  the 
Currency,  expressly  sought  to  be  embodied  in  the  papers  as  part  of  the  papers, 
but  not  filed  because  they  contain  the  names  of  borrowers  through  a  series  of 
years,  and  we  see  no  reason  why  these  people's  names  should  be  dragged  into 
the  controversy  or  be  given  publicity.    That  is  all  there  is  of  that.    *    *    * 

The  Court.  Of  course,  it  raises  the  other  question  as  to  whether  or  not  the 
Government  wants  to  adhere  to  its  purpose  of  keeping  these  matters  private. 
Of  course,  If  they  are  u?  ed  on  this  motion  they  have  to  be  filed. 

*  Mr.  Untermyer.  That  being  so,  If  your  honor  please,  we  do  not  think  the 
exigency  of  this  case  warrants  the  Government  in  exposing  private  affairs  or 
of  private  individuals,  and  if  these  pnpers  must  be  filed  in  order  to  be  used, 
then  we  shall  not  ask  that  they  be  u  ed. 

Mr.  Bailey.  If  your  honor  please,  perhaps  this  would  accomplish  all  that 
counsel  desires.  I  am  perfectly  willing  that  all  of  these  letters,  omitting  those 
that  discuss  the  accounts  of  customers,  shall  be  used,  provided  that  also  all 
of  these  letters  passing  between  the  bank  and  the  comptroller  pending  this 
controversy  or  preceding  this  controversy  shall  likewise  be  used,  except  those 
which  di'cuss  the  accounts  of  customers.  I  thoroughly  agree  with  Mr.  Unter- 
myer that  the  controversy  between  the  comptroller's  office  and  the  bank  ought 
not  to  be  made  the  occasion  of  exhibiting  to  public  view  the  entirely  private 
business  transactions  of  customers  of  the  bank.  Neither  the  Government  nor 
the  bank  would  desire  to  do  that.  I  am,  though,  sincerely  anxious  that  coun- 
sel shall  have  the  privilege  of  discussing  and  presenting  to  the  court  all  of 
the  letters    *    *    *    So,  in  order  that  the  court  may  have  the  benefit  of 
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everything,  we  will  agree,  if  it  suits  counsel,  that  all  of  the  letters  in  these 
three  volumes  shall  be  considered  before  the  court  for  the  purpose  of  argu- 
ment or  for  any  other  purpose  if  counsel  please,  except  only  those  to  which 
the  transactions  of  customers  are  discussed. 

Mr.  Untehmyeh.  My  friend  fs  too  kind.  We  do  not  think,  jour  honor,  that 
it  would  be  possible  to  separate  the  matters  here  and  make  them  intriUgfble, 
if  they  are  to  be  put  in  the  files  without  the  use  of  these  names,  and  there- 
fore we  shall  not  insist  upon  this  batch  of  letters  being  considered;  but  coun- 
sel may  have  them  If  they  like. 

Mr.  Bailey.  We  have  them. 

That  is  the  immutable  record.  My  testimony  before  this  com- 
mittee to  the  effect  that  the  counsel  for  the  comptroller  had  by  ob- 
jection prevented  the  laying  before  the  court  of  the  entire  corres- 
pondence— omitting  public  reference  to  customers'  names — was 
based  on  that  equity  record,  in  the  teeth  of  which  the  comptroller 
circulates  a  document  purporting  to  be  addressed  to  the  chairman 
of  this  committee,  in  wliich  he  said  that  when  I  informed  you  that 
in  the  equity  case  his  counsel  deprecated  the  publication  of  the  en- 
tire correspondence,  I  made  an  "  insinuation  or  statement "  which, 
says  the  comptroller*  "is  untrue,  and  was,  I  believe,  deliberately 
intended  to  mislead  or  prejudice  your  committee."  And  in  the 
face  of  the  record  showing  the  willingness  of  the  counsel  for  the 
bank  to  have  all  of  the  letters  presented  to  the  court  for  its  consid- 
eration, Mr.  Williams  makes  the  statement  that  the  truth  is  that 
the  Biggs  Bank,  referred  to  by  him  as  my  "former  client,"  or 
myself  object  to  having  the  daylight  thrown  upon  that  correspond- 
ence*   Comment  would  only  weaken  so  obvious  a  situation. 

Now,  Senators,  as  you  know,  I  produced  and  left  with  this  com- 
mittee the  three  volumes  of  the  correspondence  between  the  bank 
and  the  comptroller.  And  with  respect  to  that  correspondence,  in 
part  2,  page  150,  the  following  is  shown  to  have  occurred  here: 

The  Chairman.  That  volume  of  letters  will  be  left  with  the  committee,  Mr. 
Hogan? 

Mr.  Hogan.  Yes,  sir.  I  do  not  think  that  volume  of  letters,  however,  should 
he  published,  because,  as  I  say,  name  after  name  of  persons  having  no  connection 
with  this  are  in  it. 

The  Chairman.  I  understand.    It  win  be  considered  in  executive  session. 

If  you  will  turn  to  page  1  of  Mr.  Williams's  letter  of  August  12, 
1919,  to  the  chairman  you  will  find  that,  following  his  usual  custom 
when  he  undertook  to  quote  the  record  he,  first,  uses  italics  and.  sec- 
ond, omits  from  his  quotation  the  line  in  which  the  chairman  of  this 
committee  made  the  statement  that  he  understood  that  the  volumes 
contained  names  of  persons  having  no  connection  with  this  matter 
and  that  the  correspondence  "  will  be  considered  in  executive  session." 
Also,  in  part  8  of  the  hearings  before  this  committee,  page  614,  refer- 
ring to  this  correspondence  of  the  comptroller  with  the  bank,  the  fol- 
lowing statement  was  made  by  the  chairman. 

The  Chairman.  I  do  not  think  It  is  worth  while  to  encumber  the  record  with 
too  many  of  them.  I  will  leave  it  to  your  judgment.  Tou  realize  the  situation. 
This  matter  has  been  gone  over  so  many  times. 

Iii  part  8  of  these  hearings,  on  page  625,  referring  to  the  same 
correspondence,  the  following  is  found : 

The  Chairman.  The  correspondents  will  show  the  character  of  their  replies, 
and  we  have  that  correspondence. 
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In  addition  to  making  the  statements  I  have  already  quoted,  Comp- 
troller Williams  farther  says  on  page  1  of  this  August  12,  1019, 
pamphlet  of  his : 

I  venture  to  suggest  that  It  was  not  the  names  of  M  persons  having  no  -con- 
nection with  this  "  that  prompted  Mr.  Hogan's  eagerness  to  prevent  that  cor- 
respondence from  being  printed,  for  names  which  should  not  be  given  could 
easily  be  deleted.  It  was  more  probably  his  desire  to  keep  from  the  public 
iDumtnatrng  facts  regarding  the  unlawful  and  discreditable  practices  of  the  bank 
and  its  officers,  including  the  fraudulent  operations  of  Mr.  H.  H.  Flather,  form- 
erly cashier  of  ttbe  hank,  etc 

Mr.  Chairman,  there  was,  as  the  record  clearly  shows,  left  with  this 
committee  the  printed  volumes  of  this  entire  correspondence;  hoth 
the  -comptroller  and  myself  hare  been  allowed  to  quote  in  this  record 
from  any  part  thereof;  I  hare  here  an  extra  set  of  that  printed  cor- 
respondence, and  I  would  like  you — not  you,  Mr.  Chairman,  because 
yon  happen  to  be  with  the  majority  party  in  Congress;  but  you, 
Senator  Henderson,  who  by  training  and  profession  are  a  lawyer 
and  a  member  of  the  party  of  which  Mr.  Williams  is  a  member— I  am 
going  to  leave  with  you  these  three  printed  volumes  of  the  correspond- 
ence between  the  Comptroller  of  the  Currency  and  the  Riggs  National 
Bank,  the  first  being  the  correspondence  preceding  Mr.  Williams'* 
incumbefney  in  office,  the  other  two  volumes  being  the  correspondence 
to  which  Mr.  Williams  refers  in  the  quotation  I  have  made  from  his 
letter  of  August  12,  1919,  and  I  ask  you  to  do  two  things:  First,  to 
incorporate  in  the  printed  record  of  these  hearings  any  part  of  this 
correspondence  which  directly  or  bv  inference  you  find  to  show 
Henry  H.  Flather  guilty  of  the  slightest  fraudulent  transaction  or 
operations  toward  or  in  connection  with  any  customer  or  client  of  his 
own  or  of  the  bank's,  and  to  print  it  fearlessly.  Secondly,  if  you  find 
any  correspondence  in  these  two  volumes  which  shows  any  fraudulent 
conduct  or  operations  on  the  part  of  Mr.  Henry  H.  Flather  toward 
any  bank  customer  or  clients,  or  any  client  or  customer  of  bis,  which 
I  have  suppressed,  I  ask  yon  to  disregard  utterly  and  entirely  every 
word  I  have  said  before  this  committee. 

Loans  to  officers:  In  his  testimony  here,  which  I  am  endeavoring 
hurriedly  to  rdkratt,  Mr.  Williams  returned  again  to  his  criticism  of 
loans  to  officers  of  the  Biggs  Bank.  T  am  not  going  to  repeat  what 
I  have  already  said  on  that  subject;  it  will  be  found  in  part  2  of 
these  hearings.  You  now  know  that  there  was  never  a  loan  to  anv 
officer  of  the  Riggs  National  Bank  that  was  not  collaterally  secured. 
You  now  know,  and  he  has  known,  that  there  was  never  one  dollar 
lost  by  loans  to  any  officer.  You  now  know  that  while  Mr.  Williams 
has  given  Nation-wide  publicity  to  the  loans  made  to  officers  and  di- 
rectors of  the  Riggs  Bank,  he  solicitously  appeared  before  this  com- 
mittee and  urged  that  it  would  be  manifestly  unfair  to  give  the  same, 
or  any  publicity,  to  loans  made  through  the  officers  and  directors  of 
other  national  banks  in  the  city  of  Washington.  A  reference  to 
your  proceedings  here  only  yesterday  is  sufficient  on  this  point.  You 
now  know  that  while  he  was  hounding  the  Riggs  National  Bank,  on 
the  pretext  that  it  had  made  loans  to  its  officers,  and  not  because  he 
was  animated  by  personal  hostility,  the  other  banks  in  this  com- 
munity under  his  very  eyes,  as  banks  throughout  the  country  do, 
were  carrying  loans  to  their  officers  and  directors,  and  you  have  never 
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heard  of  any  of  them  being  harassed  for  it,  and  you  were  told  that  it 
would  be  manifestly  unfair  to  even  make  it  public*  The  solicitude 
of  the  Comptroller  of  the  Currency  for  other  institutions,  if  it  had 
been  shown  even  in  a  minor  degree  toward  the  Riggs,  would  have 
saved  this  committee  a  great  deal  of  trouble. 

I  call  your  attention,  Senators,  to  an  astounding  thing.  Mr. 
Williams  has  in  his  testimony  a  number  of  times  referred  to  loans 
to  officers  of  the  bank.  From  his  testimony,  and  from  his  writings 
on  this  subject,  he  habitually  deleted  any  high  grade  collateral  which 
the  bank  had  as  security  for  those  loans,  although  he  has,  an<J  has 
all  along,  been  fully  informed  just  what  that  collateral  was,  and  at 
the  same  time  he  always  emphasizes  any  low  grade  collateral  that 
might  have  been  found  among  the  excess  margin  in  the  security  of 
the  officers9  loans.  So  persistent  was  he  in  creating  an  impression 
of  this  kind  regarding  the  collateral  behind  officers'  loans  that  on 
one  occasion  when  he  had  returned  to  the  subject  he  was  questioned 
about  it  by  Senator  Gronna.  From  this  record  I  assume  that  Sen- 
ator Gronha  has  had  practical  banking  experience,  the  questions  he 
propounded  on  the  various  subjects  here  so  indicating.  In  part  9, 
pages  686  and  687,  what  I  have  referred  to  as  an  astounding  thing* 
will  will  be  found  recorded.  Seeking  information  regarding  the 
collateral  held  by  the  bank  as  security  for  officers'  loans,  Senator 
Gronna  questioned  the  comptroller.  Permit  me  to  quote  the  record 
(pt.  9,  p.  686-687) : 

Senator  Gronna.  What  was  that  Collateral? 

Mr.  Williams.  That  has  been  referred  to,  I  think,  once  or  twice.  I  think 
it  was,  Mr.  Chairman,  Mr.  H.  LL  Flather's  loan  where  five*  or  six  stocks  were 
read  out,  some  of  them  selling  as  low  as  1  cent  on  the  dollar,  others  at  1| 
cents  on  the  dollar,  others  at  9  cents  on  the  dollar,  and  others  as  high  as  18. 
But  they  were  very  speculative  stocks.  I  think  I  recall  among  them  Rock 
Island  preferred  and  common,  Missouri  Pacific,  and  other  things.  I  think  the- 
record  shows  the  list. 

And  then  Senator  Gronna  asked  a  question,  a  pertinent  question 
which  would  be  suggested  to  an  intelligent  mind,  of  the  comptroller, 
and  listen: 

Senator  Gronna.  Were  they  put  up  at  pur  or  put  up  at  actual  valued 
Mr.  Williams.  The  stocks  that  sold  at  1  were  put  up  at  par. 

Mr.  Williams.  Mr.  Chairman,  let  me  interrupt. 
Mr.  Hooan.  I  do  not  care  to  be  interrupted.    I  did  not  interrupt 
the  gentleman. 
Mr.  Williams.  I  made  no  such  statement  as  that. 
The  Chairman.  You  are  reading  from  the  stenographic  report? 
Mr.  Hooan.  Page  687  [reading] : 

Senator  Gronna.  Were  they  put  up  at  par  or  put  up  at  their  actual  value? 
Mr.  Williams.  The  stocks  that  sold  at  1  were  put  up  at  par. 

Now,  that  he  made  the  statement,  which  he  now  excitedly  seeked 
to  deny,  is  conclusively  proved  by  the  very  next  inquiry  of  the  Senator 
[continues  reading] : 

Senator  Gronna.  They  were? 

Mr.  Williams.  I  have  no  doubt  they  were.  They  were  lending  on  stocks  of 
a  highly  speculative  character  at  par.  Some  of  them  were  good.  I  do  not 
know  how  the  loans  ran  for  a  period  of  years;  how  far  they  were  adequately 
margined.  It  was  with  a  view  of  getting  this  information,  as  to  how  -much  the 
bank  had  been  lending  to  its  officers  on  inadequate  margins,  that  I  asked  for 
this  report. 
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Senators,  at  the  time  he  made  that  statement  he  had  in  his  posses- 
sion the  truth,  which  would  have  enabled  him  to  give  Senator  Gronna, 
who  was  seeking  the  truth,  the  facts. 

I  hold  in  my  hand  and  exhibit  to  you  photostatic  copy,  obtained 
from  the  comptroller's  office  by  a  process  of  court,  of  the  official . 
report  of  the  examination  of  Riggs  National  Bank  by  National  Bank 
Examiner  Hann,  which  report  snows  on  its  face  it  was  filed  in  the 
office  of  the  comptroller  on  June  2, 1913.    Throughout  the  pages  of 
this  report  there  are  marks  of  defacement  and  notes  to  call  attention  • 
to  particular  parts  of  it,  which  marks  I  charged  were  made  by  John 
Skelton  Williams  personally  with  his  own  hands.    I  exhibit  these  » 
marks  on  the  face  of  the  pages  of  this  report  to  you  [indicating]. 
I  call  attention  to  that  not  because  I  want  you  to  see  the  marks,  but  . 
in  order  to  emphasize  the  fact  that  this  paper  had  been  before  Mr. 
Williams  personally,  and  that  the  data  reported  officially  in  it  by  : 
the  national  bank  examiner  on  this  very  subject  with  respect  to  which  ' 
Senator  Gronna  interrogated  the  comptroller  was  before  Mr.  Wil- 
liams personally.    There  is  no  conceivable  loophole  through  which 
the  witness  can  crawl  on  this  subject. 

On  page  8  of  this  national  bank  examiner's  report,  under  the  head-  - 
ing  "Attention  called  to  the  following  loans  to  directors,  Schedule  • 
D,    is  the  following  [reading] : 

$71,000 — M.  IS.  Ailes:   Secured  by  mixed  stock  exchange  collateral  worth 
(last  quotation)  $46,700.    |85,000  joint  with  other  individuals  worth  $500,000  ! 
(temporary  loan) — used  to  improve  Commercial  Club. 

163,500 — Henry  H.  Flather:  Secured  by  mixed  stock  exchange  collateral 
worth  $75,000. 

$71,025 — William  J.  Flather:  Secured  by  mixed  stock  exchange  collateral  • 
worth  $94,000. 

$54,000— Charles  C.  Glover:  Secured  by  500  shares  stock  American  Security 
&  Trust  Co.,  D.  C,  at  300,  $150,000.  ( 

Permit  me  to  emphasize  that  the  foregoing  was  in  an  official  report 
rendered  as  a  result  of  the  bank  examination  conducted  just  the  sum- 
mer before  Comptroller  Williams  started  his  fight  on  the  Riggs  Na- 
tional Bank,  which  official  report  he  had  personal  knowledge  of  long 
before  he  made  his  statements  here  regarding  the  officers' loans  and 
before  Senator  Gronna  propounded  the  pertinent  relevant  question 
that  naturally  suggested  itself  to  any  intelligent  man.  Note,  please, 
that  the  collateral  was  not  listed  at  par,  but  at  the  actual  value,  as 
found  by  tha  national  bank  examiner ?  according  to  the  last  quota-  : 
tions.  Note  further  that  as  to  Mr.  Ailes,  behind  $35,000  of  his  in- 
debtedness there  were,  at  the  market  value,  collateral  worth  $46,700, 
or  a  $10,000  margin,  and  as  to  $35,000,  a  mere  temporary  loan,  made, 
as  you  will  notice,  for  a  public  purpose,  Mr.  Ailes  was  a  joint  maker 
with  other  individuals  worth  $500,000  according  to  the  bank  ex- 
aminer's investigation  as  regards  Mr.  Henry  H.  Flather's  indebted- 
ness of  $63,500,  the  bank  examiner  officially  reported  it  secured  by 
collateral  worth  $75,000.  Mr.  William  J.  Flather's  indebtedness  of 
$71,925  was  secured,  according  to  the  bank  examiner's  official  report, 
by  collateral  worth,  at  the  then  last  quotation,  $94,000,  a  margin  of 
$23,000.  And  Mr.  Charles  C.  Glover's  loan  of  $54,000  had  behind  it 
collateral  the  market  value  of  which  was  at  the  time  $150,000,  nearly 
three  times  the  amount  of  the  loan. 

And  with  this  information  before  him  Comptroller  Williams  in- 
forms Senator  Gronna  that  collateral  was  not  put  up  at  its  actual 
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value,  but  at  par — a  statement  which  naturally  brought  forth  these 
inquiries  from  Senator  Gronna:  "They  were?"  To  which  Mr. 
Williams  responded  "I  have  no  doubt  they  were."  The  context 
shows  that  no  error  was  made  in  the  reporting. 

On  page  14  of  this  bank  examiner's  report,  which  I  am  exhibiting 
here  to  you  and  which,  I  repeat,  Mr.  Williams  had  personally  before 
him,  the  examiner  says,  regarding  Biggs  Bank  loans : 

Of  total  loans  $6,700,000  are  aetuued  by  collateral;  90  per  cent  of  which 
are  secured  by  marketable  and  quick  collateral. 

But  that  is  not  all  there  is  in  the  way  <rf  the  almost  inconceivable 
creating  of  false  impressions.  Mr.  Williams  would  lead  the  com- 
mittee to  believe  that  he  had  shown  in  the  record  here  the  list  of 
collateral  behind  Mr.  Henry  H.  Flather's  loan  with  the  bank  im  1014. 
The  fact  is  that  he  did  put  in  a  list  of  what  he  endeavored  to  lead 
this  committee  to  believe  was  the  collateral  behind  Mr.  Flatter's 
loan,  in  which  list,  however,  he  gave  you  only  the  following  stocks: 

Two  hundred  shares  St  Ixmis  &  Sop  'Francisco  preferred  stock;  100  Bock 
Island  Railroad  preferred  stock ;  100  Rock  Island  Railroad  common  stock ; 
200  eteres  Missouri  Pacific  Railroad  stock ;  200  shares  Inspiration  Consolidated 
Copper  stock ;  350  shares  Intercontinental  Rubber  stack. 

When  Mr.  Williams  put  that  list  in  the  reoord  he  knew  from  this 
btok-tsaimner's  report  which  I  hold  here  in  my  hand  before  yon. 
that  the  Henry  H.  Flather  loan  of  $63,300  was  secured  bj  ^collateral 
having  a  market  value  of  $70,000,  and  he  had  been  furnished  with 
a  list  showing  ^ very  aeeurity  dn  .that  collateral,  which  list  is  as  fal- 
lows : 

One  hundred  shares  Security  Storage  stock ;  >95  ttharcs  Soutfceun  RaUw^j ; 
12  shares  Norfolk  &  Washington  Steamboat  Co. ;  150  shares  Washington  Rail- 
way A  RIeotric ;  200  shares  inspiration  Consolidated  Oopper ;  $20,00$  of  Wabasti 
first  registered  and  extended  4's ;  350  shares  of  Iutercentiaentol  Rubber;  200 
shares  Missouri  Pacific ;  50  shares  People's  Gas ;  30  shares  American  <Car  & 
Foundry;  100  Rock  Island  preferred;  100  Rock  Islnnd  common;  200  St  l^ouis 
&  San  Francisco  second  preferred.   Total,  $63,500.    Value  of  collateral,  $TO,O80. 

All  the  ahove  is  here  in  plain  typewriting  in  the  official  report  <rf 
the  national  bank  examiner. 

But  more  than  that,  on  July  14,  1914.  is  a  letter  addressed  to  Mr. 
Williams  in  response  to  one  irom  him  dated  July  2, 1914,  to  which 
he  personally  made  reply,  and  which  there  can  be  no  question  that 
he  personally  saw  and  -was  familiar  with,  which  letter  will  he  found 
on  pages  94  to  119,  inclusive,  of  the  printed  volume  of  the  corre- 
spondence between  Mr.  Williams  and  the  Riggs  Bank,  Mr.  Williams 
was  informed  that  the  loans  to  Henry  H.  Flather,  on  May  18.  1914, 
aggregated  $63,500,  and  were  secured  by  stock  and  bonds,  a  list  of 
which  was  given  him  and  which  list  is  precisely  the  same  as  that 
last  above  quoted.  (See  pp.  108,  109,  of  the  correspondence.)  The 
list  transmitted  on  July  19,  1914,  to  Comptroller  Wiliams  flowed 
that  the  above  listed  Southern  Railway  was  preferred  stock  ajxd  the 
above  listed  150  shares  of  the  Washington  Kailway  &  Electric  was 
preferred  stock. 

You  will  see  that  knowingly  and  deliberately  Mr.  Williams  pre- 
sented to  jou  as  the  collateral  for  Mr.  Flather*s  loan  the  names  of 
six  securities,  when  the  list  of  that  collateral,  in  his  possession. 
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showed  13  securities  in  the  collateral ;  you  will  see  that  he  made  no 
reference  to  the  fact  that  in  the  collateral  there  were  100  shares  of 
Security  Storage  stock  having  a  market  value  at  that  time  of  $190 
per  shares  its  par  value  being  $100;  that  he  made  no  reference  to 
the  Norfolk  &  Washington  Steamboat  Co.,  one  of  our  very  highest 
{Trade  securities,  and  that  he  even  deleted  the  50  shares  of  Peoples 
Gas  stock  which  appears  in  the  list  between  the  Missouri  Pacific  and 
the  Bock  Island  stock  which  he  did  mention. 

I  could  go  on  and  give  you  case  after  case  of  illustrations  like 
that,  but  it  would  be  wasting  your  time. 

Mr.  Williams  said  that  I  did  not  read  the  prices  of  stock  that 
he  had  made  reference  to  in  one  of  his  letters.  I  was  only  illustrat- 
ing at  the  time  this  thing  which  showed  how  he  selected  certain 
low  grade  stocks  from  a  list  in  which  they  merely  represented  excess 
margin  collateral,  the  complete  list,  if  truthfully  presented,  showing 
that  the  loan  in  question  was  safely  secured.  Now,  I  have  shown 
you,  I  think  conclusively,  that  this  public  official,  appearing  before 
a  Senate  committee  with  the  data  which  would  enable  him  to  state 
the  truth  in  his  possession,  deliberately  suppressed,  valuable  infor- 
mation, deliberately  created  false  impressions,  deliberately  untruth- 
fully answered  plain  questions  propounded  to  him  by  Senators,  in 
instances  where,  if  he  disclosed  the  facts  in  his  possession,  they  would 
prove,  first,  the  untruthfulness  of  his  statement,  second,  the  paranoic* 
like  malice  of  the  man. 

You  remember  in  this  record  when  the  subject  came  up  of  loans 
made  by  certain  District  of  Columbia  banks  to  members  of  the 
family  of  Comptroller  Williams,  I  said  that  I  would  later  refer  to 
that  subject  in  another  connection.  I  now  simply  call  attention 
to  the  fact  that  James  Trimble,  a  national  bank  examiner,  under  dates 
of  June  30,  1919,  and  July  8,  1919  (part  4,  pp.  255  and  257,  Senate 
hearings),  in  two  letters  obviously  dictated  by  Mr.  Williams  on  the 
subject  of  the  collateral  security  in  the  Commercial  National  Bank 
and  the  Munsey  Trust  Co.  of  John  L.  Williams  A  Sons'  loan,  says, 
that  the  Georgia  and  Florida  bonds  found  among  the  collateral  for 
those  loans  "may  be  considered  nothing  but  excess  margin,"  as 
the  phrase  is  in  the  June  80, 1919,  letter,  or  "  might  reasonably  have 
been  regarded  as  excess  margin,"  as  it  phrased  in  the  July  8,  1919 
letter.  But  when  low  grade  securities  are  found  among  high  grade 
securities  in  the  collateral  of  Mr.  Flather  they  were  not  "  considered 
nothing  but  excess  margin,"  but  are  listed  hi  Mr.  Williams'  corres- 
pondence with  the  bank  and  sent  to  this  committee  here  as  though 
thev  constituted  the  only  collateral. 

That  collateral  behind  the  loans  to  the  officers  were  put  up  at 
their  market  and  not  at  their  par  value  was  a  fact  ^thich  was  evi- 
denced by  data  immediately  under  Comptroller  William's  eyes  when 
he  answered  Senator  Gronna  here,  for  t>y  reference  to  part  9,  page 
G87,  of  these  hearings,  you  will  find  that  at  the  very  time  that  Sen- 
ator Gronna  indicated,  he  had  before  him  information  respecting 
the  Felt  note,  made  for  the  accommodation  of  Mr.  William  J.  Flather, 
the  loan  being  $17,500,  secured  by  120  shares  of  Mergenthaler  stock, 
the  market  value  of  which  was  on  the  date  of  that  loan  $224  per 
share;  the  value  of  the  collateral  being  therefore.  $26,880  to  secure 
a  loan  of  $17,500. 

125023— 19— Ft  12 6  >.+*$" } 
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One  more  instance,  Senators,  in  this  same  connection,  to  show 
what  I  beg  leave  to  characterize  as  the  devilish  ingenuity  of  the 
man :  He  says,  at  the  bottom  of  page  686,  part  9,  of  these  hearings, 
that  some  of  the  stocks  which  were  in  the  collateral  of  the  H.  H. 
Flather  loan  were  u  selling  as  low  as  1  cent  on  the  dollar,  others  at 
1£  cents  on  the  dollar,  others  at  9  cents  on  the  dollar,  and  others  as 
hiffh  as  18." 

What  is  the  inference  you  draw  regarding  the  market  price  of  the 
last  stock  he  thus  mentions?  You  understood  from  that  that  the 
stock  he  referred  to  was  selling  as  low  as  18  cents  on  the  dollar,  did 
you  not?  Well,  the  truth  is  that  the  stock  he  there  refers  to  and 
which  he  also  listed  in  the  same  connection  in  his  letter  of  July  26, 
1914,  to  the  Riggs  National  Bank  (see  p.  137  of  correspondence)  is 
"  200  shares  Inspiration  Consolidated  Copper  Stock,"  which  at  that 
time  was  quoted  in  the  market  at  $18  per  share,  the  par  value  of 
which  was  $20  per  share,  so  that  it  was  at  that  time  selling  for  90 
per  cent  of  its  par.  Note  that  he  was  particular  not  to  say  "  18  cents 
on  the  dollar,"  though  he  had  used  the  expression  "  1  cent  on  the  dol- 
lar," "  9  cents  on  the  dollar,"  with  reference  to  the  other  stocks  in  the 
same  sentence.  But,  of  course,  no  one  could  read  his  statement  in 
any  other  light,  and  the  false  impression  would  have  been  created 
by  the  habitual  half-truth  method,  if  I  did  not  now  call  your  attenl 
tion  to  it. 

In  the  summer  of  1914,  in  order  that  Mr.  Williams  would  not  even 
have  a  pretext  for  continuing  any  controversy  on  the  subject  of  loans 
in  the  Riggs  Bank  to  its  officers,  the  officers  decided  that  irrespective 
of  how  good  their  collateral  was,  they  would  not  cany  its  loans  in 
that  bank,  and  they  had  no  difficulty  whatever  placing  them  with 
other  banks,  and  placing  them  with  other  banks  under  the  super- 
vision of  the  Comptroller  of  the  Currency.  The  entire  loans  taken 
from  Biggs  Bank  and  placed  with  other  banks  in  Washington  at 
that  time  by  the  four  officers  of  the  bank,  Mr.  Glover  excepted,  as 
he  had  no  loans  whatever  in  Biggs  Bank  or  any  other  Washington 
bank  at  that  time,  totaled  $144,800,  Mr.  Ailes  having  $17,500,  Mr. 
W.  J.  Flather,  $63,800,  and  Mr.  H.  H.  Flather,  $63,500.  Were  they 
good  loans?  If  they  were  not  it  was  the  comptroller's  duty  to  order 
them  out,  for  they  were  carried  by  banks  right  here  in  W  ashington 
under  his  control.    He  did  not  do  it 

Loans  to  Treasury  officials  and  members  of  their  families:  There 
was  another  pretext  for  the  line  of  conduct  on  the  part  of  Comptroller 
Williams  toward  the  Biggs  Bank  in  1914  and  1915,  and  that  it  was 
simply  a  pretext  is  now  proved  by  his  own  actions.  Mr.  Williams 
in  dealing  with  the  Biggs  Bank  indicated  that  loans  made  by  the 
bank  to  Secretaries  of  the  Treasury  or  previous  Secretaries  of  the 
Treasury  and  Assistant  Secretaries,  to  Comptrollers  of  the  Currency, 
or  to  any  members  of  the  families  of  any  such  officials,  furnished 

f rounds  not  only  for  criticism  but  for  condemnation.  In  an  affi- 
avit  he  filed  in  the  equity  case — and  which  was  sent  throughout  this 
country  in  a  24-page  circular  printed  at  the  Government  Printing 
Office,  circulated  at  Government  expense,  as  part  of  Mr.  Williams1 
Biggs  Bank  propaganda — he  listed,  as  something  uncovered  by  his 
vigorous  official  conduct,  the  fact  that  the  Biggs  Bank  had  loaned 
money  in  the  past  to  persons  who  happened  to  be  Treasury  officials 
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and  members  of  the  families  of  Treasury  officials.  The  standard 
that  he  pretended  to  hold  up  is  indicated  by  these  inquiries  of  his 
addressed  to  the  Biggs  Bank.  Under  date  of  November  24,  1914 
(p.  310,  correspondence),  he  wrote  to  the  bank  a  letter,  and  among 
other  things  he  said: 

You  are  now  requested  to  send  to  this  office,  within  five  days,  a  special 
report  showing  all  loans  which  the  Riggs  National  Bank  has  made,  either 
directly  or  indirectly,  at  any  time  in  the  past  10  years,  to  the  Secretaries  of 
the  Treasury,  Assistant  Secretaries  of  the  Treasury,  Comptrollers  of  the 
Currency  and  national  bank  examiners,  and  members  of  the  families  of  these 
respective  officials    *    *    * 

And  under  date  of  September  5,  1914,  replying  to  a  letter  from 
the  bank  in  which  he  had  been  informed  in  substance  that  the  bank 
had  no  way  of  knowing  the  names  of  all  national  bank  examiners, 
and  the  names  of  members  of  national  bank  examiners'  families,  over 
a  period  of  ten  years,  although,  of  course,  the  bank  could  recall  those 
bank  examiners  who  had  official  relations  with  the  Riggs  Bank  during 
that  time,  the  comptroller  said : 

If  you  will  furnish  the  information  called  for  as  to  the  national  bank  ex- 
aminers (and  members  of  their  families)  who  have  had  official  relations  and 
who  have  borrowed  money  from  you  (or  members  of  whose  fn  rallies  havp 
borrowed  from  you),  this  information  will  suffice,  for  the  present,  as  to  bank 
examiners. 

It  will  be  observed  that  comptroller  John  Skelton  Williams  thus 
indicated  that  loans  to  members  of  the  families  of  Comptrollers  of 
the  Currency,  or  other  Treasury  officials,  were  apparently  things 
of  a  sinister  nature.  Obviously  he  was  taking  the  high  and  lofty 
position  that  there  was  something  crooked,  worthy  of  condemnation, 
if  a  national  bank  in  Washington,  subject  to  the  supervision  of  the 
Comptroller  of  the  Currency,  should  loan  money  "  to  the  members  of 
the  families  "  of  comptrollers  or  members  of  the  families  of  Assistant 
Secretaries  or  examiners. 

The  Riggs  National  Bank  gave  him  fully  and  completely  the 
information  he  called  for,  with  the  result  that  he  responded  with  a 
slurring  reference  to  honorable  gentlemen  who  had  occupied  the 
office  of  Assistant  Secretary  of  the  Treasury,  which  reference  I 
will  pass  for  the  moment,  as  at  this  point  I  want  to  direct  your 
attention  to  what  the  record  now  shows  his  real  position  to  be  as 
regards  this  widely  heralded  idea  of  public  virtue.  While  Riggs 
Bank  was  getting  this  sort  of  treatment  from  Comptroller  Williams, 
because  in  a  few  instances  covering  a  decade  of  years  there  had 
been  perfectly  legitimate  financial  transactions  between  the  bank 
and  those  who  had  held  high  public  office,  and,  I  think,  in  a  few 
instances,  members  of  the  families  of  persons  who  happened  to  be 
Treasury  officials,  the  Commercial  National  Bank  was  carrying 
and  is  still  carrying  large  loans  to  John  L.  Williams  &  Sons,  of 
Richmond,  Va.,  "a  nrm  of  which  John  Skelton  Williams  was  for- 
merly a  member,  a  firm  composed  of  members  of  the  family  of  Comp- 
troller Williams.  And  also  the  record  now  shows  that  the  Munsey 
Trust  Co.,  of  Washington,  a  bank  under  the  direct  control  of  the 
Controller  of  the  Currency,  in  the  same  manner  as  national  banks 
in  this  city  are  under  their  official  supervision,  in  1916  carried  a 
loan  to  this  same  John  L.  Williams  &  Sons,  and  also  that  the  Munsev 
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Trnst  Co.  has  made  a  loan  or  loans  to  a" member  of  the  family," 
namely  a  brother,  of  Comptroller  Williams,  that  member  of  the 
comptroller's  family  being  Mr.  Lancaster  Williams.  John  L.  Wil- 
liams &  Sons  are  brokers  and  bankers  of  Richmond,  Va.  I  do  not 
know  whether  the  banking  facilities  of  Richmond,  of  the  numerous 
State  banks  there  and  elsewhere  which  do  not  come  under  the  super- 
vision of  the  Federal  Comptroller  of  the  Currency,  are  or  are  not 
sufficient  to  carry  the  loans  required  by  the  members  of  the  family  of 
Comptroller  Williams,  who  constitute  the  firm  of  John  L.  Williams 
&  Sons. 

I  do  not  even  know  if  there  is  any  necessity  for  an  explanation 
why  these  members  of  Comptroller  Williams's  family  have  to  make 
loans  of  banks  which  are  under  the  immediate  supervision  of  Brother 
Skelton  right  here  in  Washington.  I  ascribe  no  impure  motives  to 
the  transactions  referred  to.  I  have  no  doubt  that  the  loans  carried 
by  these  two  Washington  banks  for  the  members  of  Comptroller 
Williams's  family  during  the  period  Mr.  Williams  has  been  in  office 
and  has  had  these  banks  under  his  supervision  were  all  properly 
collateraled.  The  one  and  only  point  I  make  is  that  while  John 
Skelton  Williams  flayed  the  Riggs  National  Bank,  wrote  letters 
which  indicated  that  loans  were  made  by  it  to  members  of  families 
of  comptrollers  of  the  currency,  that  was  a  thing  for  condemnation 
and  censure,  he  seems  to  have  been  entirely  complacent  in  the  matter 
of  loans  by  the* Commercial  National  Bank  and  the  Munsey  Trust 
Co.,  both  of  Washington,  D.  C,  to  tliese  members  of  his  own  family. 
Is  it  not  fair  that  he  be  judged  and  condemned  by  his  own  pretended 
standard  ? 

Mr.  Trimble,  in  his  letters  of  June  30  and  July  8,  1919,  to  Comp- 
troller Williams,  which  appear  on  pages  255-257  of  the  hearings 
here — which  letters  he  who  runs  may  read  and  see — were  dictated  by 
Comptroller  Williams  because  you  are  now  thoroughly  familiar  with 
the  literary  style  of  Mr.  Williams's  own  favorite  author,  who  is  John 
Skeleton  Williams — on  the  subject  of  the  John  L.  Williams  &  Sons' 
loans,  says  to  the  comptroller  : 

I  have  never  discussed  with  you  at  any  time  the  account  with  the  Commercial 
National  Bank  of  the  firm  of  Mr.  John  L.  Williams  &  Sons,  in  which  firm  before 
coming  to  Washington  you  were  at  one  time  Interested,  but  with  which  I  under- 
stand you  have  not  been  connected  for  more  than  six  years  past,  and  as  far  as 
my  knowledge  goes,  you  did  not  know  that  the  firm  had  an  account  with  the 
Commercial  National  Bank  during  any  portion  of  the  past  five  years,  or  that 
it  has  ever  borrowed  a  dollar  from  them  in  this  period. 

From  which  quotation  you  will  see  that  Mr.  Williams  did  not  ad* 
dress  his  inquiries  for  data  regarding  the  loans  made  to  comptrollers 
of  the  currency,  and  members  of  their  families,  to  banks  generally, 
but  confined  that  line  of  inquiry  to  the  Riggs  Bank.  Is  it  not  clear 
that  if  Mr.  Williams  had  evidenced  half  of  the  industry  in  directing 
inquiries  to  the  other  national  banks  that  he  evidenced  in  directing 
inquiries  to  the  Riggs  National  Bank,  this  very  obvious  information 
that  a  firm  composed  of  members  of  his  family  had  an  account  with 
the  Commercial  National  Bank  during  the  past  five  years  and  for 
several  years  had  loans  made  by  this  firm,  would  have  been  obtained? 

It  is  inferrable  from  Mr.  Trimble's  statement  that  he  never  dis- 
cussed with  Comptroller  Williams  the  loans  which  the  Commercial 
National  Bank  made  to  the  firm  of  Mr.  John  L.  Williams  &  Sons, 
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and  that  Mr.  Trimble  never  criticized  those  loans.  Senators,  having 
seen  in  this  very  room  Mr.  Williams  and  Mr.  Trimble,  can  you 
imagine  James  Trimble  criticizing  to  Brother  Skelton  any  loans 
made  by  Washington  banks  to  Brother  Lancaster?  Do  you  not  know 
that  Mr.  Trimble  would  sooner  enter  a  den  of  ferocious  lions  than 
to  be  guilty  of  any  such  conduct? 

I  have  already  referred  to  the  fact  that  when  in  December,  1914, 
the  Riggs  Bank  had  transferred  to  Comptroller  Williams  the  in- 
formation he  sought  with  respect  to  any  loans  which  had  been  made 
at  any  time  in  10  years  to  any  of  the  Treasury  officials  mentioned,  or 
to  any  person  who  within  that  time  had  been  such  a  Treasury  official, 
whether  the  loans  were  made  prior  or  subsequent  to  the  time  when 
they  held  public  office,  the  information  brought  forth  from  Mr.  Wil- 
liams a  slurring  reference  to  his  predecessors  in  the  office  of  the 
Assistant  Secretary  of  the  Treasury.  Writing  to  the  Riggs  Bank 
on  December  22, 1914,  he  said  (p.  382  of  the  correspondence) : 

From  your  letter  of  December  9,  it  is  noted  that  the  money  loaned  by  the 
Riggs  National  Bank  to  the  Assistant  Secretaries  of  the  Treasury  during  the 
past  10  years  was  apparently  limited  to  those  Assistant  Secretaries  who  were 
or  had  been  in  charge  of  the  "fiscal  bureaus,"  embracing  the  bureau  having 
supervision  over  national  banks;  the  other  Assistant  Secretaries,  from  your 
sWment,  do  not  appear  to  have  been  recipients  of  your  favors. 

It  is  interesting  to  note  that  among  the  honorable  gentlemen  he 
thus  gratuitously  slurred  are  found  such  names  as  Horace  A.  Taylor, 
Robert  B.  Armstrong  (who,,  by  the  way,  my  recollection  is,  was 
Assistant  Secretary  in  charge  of  customs  matters),  Charles  H.  Keep, 
Louis.  A.  Coolidge,  A.  F.  Statter,  and  others.  Nowhere  did  Mr.  Wil- 
liams ever  point  out  that  the  banking  transactions  which  these  gentle- 
men apparently  naturally  conducted  in  the  city  where  they  lived  were 
not  in  every  respect  perfectly  legitimate,  and,  following  his  bent  of 
creating  false  impressions,  he  failed  to  mention  the  excess  where  the 
loans  actually  antedated  or  occurred  subsequent  to  the  times  when 
the  gentlemen  mentioned  held  public  office.  On  the  subject  the 
officers  of  the  Riggs  Bank,  under  date  of  December  24,  1914,  replied 
to  the  above-quoted  extract  from  Mr.  Williams's  December  22,  1914, 
letter  as  follows : 

Bat  as  your  letter  of  December  22  returns  to  the  subject  for  a  third  time, 
and  practically  charges  that  we  made  loans  to  certain  Assistant  Secretaries  of 
the  Treasury  because  tfcey  were  in  charge  of  the  "  fiscal  bureaus,"  and  that  we 
did  not  extend  favors  to  other  Assistant  Secretaries,  you  would  perhaps  have 
a  right  to  accept  our  further  silence  as  an  acquiescence  in  your  imputation,  and 
therefore  we  feel  that  we  owe  it  to  ourselves,  as  well  as  to  the  officers  whose  • 
integrity  is  thus  questioned,  to  analyze  the  loans  made  to  the  Assistant  Secre- 
taries of  the  Treasury  as  reported  to  you  in  our  statement  of  December  9. 

It  appears  from  that  statement  that  during  the  time  covered  by  your  inquiry 
we  made  loans  to  nine  men  who  were  or  had  been  or  became  Assistant  Secre- 
taries of  the  Treasury.  Of  that  number  Messrs.  Vanderlip,  Alles,  and  Statter 
never  borrowed  a  dollar  from  the  bank  until  after  their  connection  with  the 
Treasury  Departnfent  had  been  severed.  The  two  loans  to  Mr.  Howell,  which 
that  statement  shows,  were  made  more  than  six  years  after  he  had  ceased  to 
be  air  Assistant  Secretary  of  the  Treasury,  and  Mr.  Coolidge  obtained  both  of 
his  loans  before  he  became  an  Assistant  Secretary  of  the  Treasury.  The  first 
loan  of  $900  to  Mr.  Coolidge  was  made  January  15,  1906,  and  paid  April  15t 
1906,  both  the  loan  and  the  payment  antedating  his  appointment  as  Assistant 
Secretary  of  the  Treasury  almost  two  years.  The  second  loan  of  $4,500  to  Mr. 
Coolidge  had  been  reduced  by  payments  on  account,  and  the  balance  due  on  ft 
wtien  Mr.  Coolidge  was  appointed  Assistant  Secretary  of  the  Treasury  was 
$1,028.12,  which  was  continued  by  successive  renewals  and  curtails  until  finally 
paid  In  full. 
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It  thus  appears  that  the  loans  to  Ave  of  the  nine  Assistant  Secretaries  of 
the  Treasury  were  not  made  to  them  during  their  term  of  office,  and  cer- 
tainly there  can  be  no  reasonable  ground  for  supposing  that  those  loans  were 
mnde  to  them  on  account  of  their  official  position,  because  they  held  no  offi- 
cial position  when  the  loans  were  made. 

Thus  we  reduce  the  number  of  assistant  secretaries  who  obtained  loans 
from  this  bank  during  their  term  of  office  to  Armstrong,  Keep,  Taylor,  and 
Edwards. 

Mr.  Armstrong  obtained  only  one  loan  during  his  term  of  office,  for  $1,000, 
which  he  afterwards  paid  in  full. 

Mr.  Keep  obtained  but  one  loan,  and  while  that  loan  was  for  the  consid- 
erable sum  of  $19,000,  it  is  not  necessary  for  us  to  tell  anybody  connected 
with  the  Treasury  Department  that  Mr.  Keep  is  a  very  rich  man  and  en- 
titled, at  any  well-conducted  bank,  to  almost  any  loan  for  which  he  would 
apply.  Mr.  Keep  is  now  chairman  of  the  board  of  the  Columbia  Trust  Co., 
New  York.  In  addition  to  Mr.  Keep's  wealth  and  financial  standing,  his 
loan  was  well  secured  by  collateral. 

Mr.  Taylor,  to  whom  several  loans  were  made,  the  principal  ones  being 
secured  by  collateral,  was  not  only  a  gentleman  of  such  character  and 
standing  as  secured  for  him  an  appointment  to  the  honorable  office  of  As- 
sistant Secretary  of  the  Treasury,  but  he  was  likewise  a  man  of  fortune, 
and  his  credit  was  such  as  to  have  entitled  him  to  even  larger  accommo- 
dations than  those  he  received  at  our  bank. 

Mr.  Edwards  obtained  several  loans,  all  except  two  for  small  amounts, 
ranging  from  $100.05  to  $750,  and  the  two  larger  loans  were  amply  secured 
by  collateral.  Mr.  Edwards  also  appears  in  that  list  as  an  lndorser  of  a  note 
for  $33  000  made  by  his  wife,  and  amply  secured  by  collateral.  While  Mr. 
Edwards  himself  was  not  understood  to  be  a  man  of  mucli  property  and  would 
not  have  been  entitled  to  any  considerable  accommodation  except  upon  ample 
security,  his  wife,  Mrs.  Margaret  J.  Edwards,  possessed  a  good  property, 
and  that  circumstance  led  us  to  consider  Mr.  Edwards  perfectly  safe  for 
the  small  accommodations  extended  to  him. 

We  have  thus  analyzed  the  list,  and  we  submit  to  your  sense  of  fairness 
that  there  Is  not  the  slightest  reason  to  suppose  that  any  loan  embraced 
in  It  was  made  for  other  than  legitimate  and  honorable  business  reasons. 

Other  loans:  I  have  already  informed  you  in  part  2  of  these 
hearings  of  the  incomparable  record  of  the  Biggs  Bank  in  the 
matter  of  the  exceedingly  few  losses  ever  sustained  by  it  on  loans. 
I  showed  you  that  up  to  1914,  after  a  period  of  18  years,  in  which  it 
has  carried  millions  of  dollars  in  loans,  during  which  for  many 
years  its  loans  averaged  between  $6,000,000  and  $8,000,000,  its  total 
entire  loss  had  been,  in  round  figures,  only  $±0,000.  Mr.  Williams 
in  his  testimony  returned  to  the  subject  of  the  James  D.  Richard- 
son loan,  about  which  I  have  testified.  I  have  covered  it  suffi- 
ciently and  refer  to  it  again  purely  for  rebuttal.  Mr.  Williams 
created  the  impression  before  this  committee  by  his  frequent  refer- 
ence to  the  character  of  the  collateral  upon  which  the  Biggs  Bank 
made  loans,  that  these  loans  were  largely,  and  I  dare  say  that  the 
impression  was,  that  they  were  overwhelmingly  collateraled  by 
mining  stocks.  It  was  natural  for  you,  Senators,  to  think  that  there 
was  practically  nothing  in  the  Biggs  Bank  in  the  way  of  collateral 
except  mining  stock.  Throughout  the  whole  hearing  you  must 
have  become  impressed,  and  when  I  say  you,  I  mean  the  entire 
committee,  with  the  reiterated,  the  tirelessly  reiterated  claim,  that 
the  collateral  behind  the  Biggs  Bank  loans  was  composed  largely  of 
speculative  mining  stocks.  Yet  the  fact  is,  as  known  to  Mr.  Wil- 
liams and  is  part  of  the  official  record  data  in  his  possession,  that 
on  June  30,  1914,  the  date  of  a  response  by  the  national  banks  to 
the  call  of  Comptroller  Williams,  the  total  of  loans  in  the  Biggs 
National  Bank  was  $7,508,851.84. 
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Now,  as  showing  that  Mr.  Williams  had  data  as  to  the  amount  of 
mining  stock  collateral  in  the  bank  in  1914,  by  reference  to  Part  8, 
page  622,  of  the  hearings  before  this  committee?  you  will  find  that  ac- 
cording to  the  tabulation  made  for  Mr.  Williams  by  the  bank  ex- 
aminer, the  value  of  all  collateral  which  could  possibly  be  classed 
as  mining  stock,  amounted  to  the  total  $289,000.  Let  me  repeat  the 
figures:  The  total  loans  in  Riggs,  $7,508,851.84.  Total  of  mining 
stock  collateral,  $289,000.  Of  course,  an  analysis  will  show  that  an 
overwhelming  percentage  of  that  $289,000  represented  high-grade, 
standard,  valuable  mining  stocks.  But  from  these  figures  you  will 
clearly  see  that  while  the  impression  has  been  created  throughout 
the  country,  while  the  impression  was  deliberately  intended  to  be 
created  in  the  minds  of  this  Senate  committee,  and  be  conveyed  to 
Members  of  the  United  States  Senate  through  this  committee,  that 
this  bank  was  in  a  condition  requiring  a  most  vigorous  action  on  the 
part  of  the  comptroller,  with  loans  hazardous  by  the  fact  that  the 
collateral  behind  them  was  highly  speculative  mining  stock,  the 
mining-stock  collateral  in  the  bank  amounted  to  $289,000.  If  every 
dollar  of  the  $289,000  of  the  mining-stock  collateral  was  written  on, 
it  would  not  have  affected  the  stability  of  the  Riggs  Bank  in  the 
slightest;  the  unimpaired  capital  of  the  Riggs  Bank  at  the  time  was 
$1,000,000;  its  unimpaired  surplus  at  that  time  was  $2,000,000;  its 
undivided  profits  at  that  were  approximately  $200,000 ;  it  was  paying 
out  in  dividends  to  stockholders  at  that  time,  annually,  $260,000; 
without  touching  its  surplus,  its  undivided  profits,  with  a  slight  addi- 
tion from  one  year's  dividends,  would  have  made  up  the  $289,000 
which  represented  all  the  mining-stock  collateral  held  by  the  bank. 

So  deep  was  the  impression  that  the  Riggs  Bank  collateral  was 
practically  all  mining  stock  that  when  Mr.  Williams  was  discussing 
the  James  D.  Richardson  loan,  the  following  occurred — I  refer  to 
Part  8,  page  621,  of  these  hearings  [reading] : 

Senator  Keyes.  How  was  that  secured — by  these  mining  stocks? 

Mr.  Williams.  By  miscellaneous  stocks,  and  securities  of  questionable  value. 

Here  was  a  plain  question  asked  by  Senator  Keyes  at  a  time  when 
Mr.  Williams  nad  in  his  personal  possession  data  which  would  have 
enabled  him  to  have  replied  truthfully  to  Senator  Keyes.  In  this 
official  national  bank  examiner's  report,  the  photostat  copy  of  which 
I  have  exhibited  to  you  and  now  again  exhibit,  received  in  the  office 
of  the  comptroller  June  2,  1913,  which  bears  on  its  face,  as  I  have 
said  before,  evidence  clearly  showing  that  it  has  been  noted  in  detail 
by  Mr.  Williams  himself,  this  James  D.  Richardson  loan  is  referred 
to,  and  right  alongside  of  the  place  where  reference  is  made  I  call 
your  attention  to  the  marks  which  I  tell  you  wereput  there  by  John 
Skelton  Williams  [indicating],  the  collateral  which  Senator  Keyes 
asked  for  information  about  is  listed.   I  read : 

$173,008.71 — James  D.  Richardson:  Secured  by  1,374  shares  Capital  Trac- 
tion Co.,  worth  $164,880. 

Not  our  appraisement — the  national  bank  examiner's  appraise- 
ment.   [Continues  reading :] 

Secured  by  22  shores  Murfreesboro  National  Bank,  Tenn.,  worth  $3,000.  Se- 
cured by  16  shares  Douglas  Mining  Co.  Secured  by  800  shares  Howard  Label 
Co.  Secured  by  $10,000  Florida  Clay  Co.  bonds  (5e,  1027).  Secured  by  $30,000 
real  estate  notes  John  M.  Jones. 
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When  the  James  D.  Richardson  loan  was  first  placed  in  the 
National  Bank  the  collateral  was  ample  and  the  margin  represented 
by  the  market  value  of  the  collateral  above  the  loan  plentiful.  In 
my  previous  testimony  I  told  you  who  Mr.  Richardson  was  and  in- 
formed you  that  the  shrinkage  in  the  value  of  the  collateral  was  what 
ultimately  caused  a  loss  on  this  loan.  None  of  the  stocks  which  Mr. 
Richardson  placed  with  the  bank  as  collateral  for  his  loan  were 
purchased  by  him  through  any  officer  of  the  Riggs  Bank.  You  will 
observe  that  the  first  item  of  the  collateral,  about  which  Senator 
Keyes  inquired,  is  1,374  shares  of  Capital  Traction  stock,  which  for 
years  sold  in  this  market  above  par.  It  has  always  been  one  of 
the  highest  grade  stocks  in  this  or  any  community.  There  would 
have  been  no  loss  on  that  loan  had  not  it  been  for  the  shrinkage  of 
such  stock  throughout  the  country  when  it  became  popular  to  treat 
public  utilities  as  stepchildren,  and,  Senators,  Mr.  Williams  had  in 
his  possession  the  list  of  the  stocks  in  the  Richardson  loan  collateral, 
not  only  in  this  report  of  the  bank  examiner  in  1913,  but  in  sworn 
statements  rendered  to  him  in  July,  1914,  by  the  Riggs  Bank  officer, 
but  when  Senator  Keyes  asked  him  a  plain  question  on  that  sub- 
ject, what  impression  did  he  leave  on  the  Senator's  mind  ? 

Senator  Newberry.  I  would  like  to  ask,  for  the  information  of  the 
committee,  how  much  loss  was  there  on  that  loan  ? 

Mr.  Hooan.  Eventually — the  comptroller  states  it  in  this  record 
as  $18,000.  The  right  figures  are  $27,000  odd.  And  I  testified  to 
that  loss  when  here  before.  Mr.  Richardson,  you  know,  died  sev- 
eral years  ago  (see  pt.  2,  p.  118,  Senate  hearings) : 

Mr.  Richardson  died  In  July,  1915.  *  •  •  and  that  loan  *  *  •  re- 
sulted ultimately  in  a'los&of  about  $28,000. 

The  Crocker  Bank  bond  transaction :  Now,  there  has  been  brought 
into  this  record  since  I  was  hero  before  and  page  after  page  devoted 
to  the  subject,  the  Crocker  National  Bank's  bond  transaction,  con- 
ducted in  1908  by  Mr.  Ailes.  We  were  written  the  most  scathing 
arraignment  about  the  transaction  by  the  comptroller,  and  you  have 
been  led  to  believe  here  that  there  must  have  been  something  that 
adversely  affected  the  condition  of  the  bank,  and  should  be  con- 
demned. Every  Senator  on  this  committee  is  going  to  say,  when 
the  true  facts  are  understood,  that  as  regards  that  transaction  Mr. 
Ailes  deserves  commendation  and  not  condemnation.  The  facts  were 
these : 

In  the  fall  of  1907,  October  and  November,  when  this  country 
was  in  the  throes  of  the  panic  that  we  all  remember,  San  Francisco 
was  greatly  in  need  of  gold.  Officials  of  the  Crocker  National  Bank 
were  very  close  personal  friends  of  Mr.  Milton  E.  Ailes.  Mr.  Ailes 
was  at  that  time  employed  by  both  the  Riggs  National  Bank  at 
Washington  and  the  National  City  Bank  in  New  York,  a  fact  known 
to  Mr.  Williams.  Early  in  the  panic  one  of  the  Crocker  Bank  of- 
ficials wired  to  Mr.  Ailes  and  asked  his  assistance  in  disposing  of 
$500,000  of  4  per  cent  Government  bonds  on  such  terms  as  would 
procure  gold  in  San  Francisco  for  the  banks  there,  gold  being  es- 
sential at  that  place  to  meet  the  financial  situation.  The  Riggs  Na- 
tional Bank  was  not  in  a  position  to  handle  the  matter.  Mr.  Ailes 
took'  up  the  question  with  the  National  City  Bank,  New  York,  and 
that  bank  purchased  those  bonds  at  the  rate  of  115',  or  15  points  above 
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par;  the  National  City  Bank  arranged  through  the  United  States 
Treasury  officials  of  the  Subtreasury  in  New  York  and  the  Sub- 
treasury  in  San  Francisco  for  the  delivery  by  the  latter  to  the 
Crocker  National  Bank  of  a  half  ifiillion  dollars  in  gold,  and  the 
$75,000  represented  by  the  15  point  premium  on  the  price  of  the 
bonds  was  deposited  to  the  credit  of  the  Crocker  National  Bank  in 
the  National  City  Bank.  The  Riggs  National  Bank  did  not  invest 
one  dollar  in  the  purchase  of  these  bonds  and  did  not  incur  one 
penny's  liability  on  the  transaction. 

Later  on,  in  the  month  of  November,  1907,  finding  that  the  exigen- 
cies of  the  conditions  in  San  Francisco  required  more  gold,  and  act- 
ing not  only  for  itself  but  for  other  San  Francisco  banks,  the  Crocker 
National  Bank  again  telegraphed  Mr.  Ailes  requesting  him  to  en- 
deavor to  sell  a  million  dollars  of  Government  bonds  at  that  time 
held  by  the  Crocker  Bank.  Mr.  Ailes  again  took  the  matter  up  with 
the  National  City  Bank,  New  York.  That  bank  bought,  entirely  for 
its  own  account,  this  $1,000,000  of  Government  bonds,  this  time  at 
110,  and  arranging,  in  November,  1907,  for  the  delivery  at  the  Sub- 
treasury  of  the  United  States  in  San  Francisco  to  the  Crocker  Na- 
tional Bank  of  $1,000,000  in  gold,  placing  to  the  credit  of  that 
bank^  account  in  the  National  City  Bank,  New  York,  the  sum  of 
$100,000,  representing  the  10  points  premium  at  which  the  National 
City  Bank  bought  the  $1,000,000  of  bonds.  Both  these  transactions 
by  which  the  bonds  were  purchased  in  October  and  November,  1907. 
In  February,  1908,  which  you  will  note  was  several  months  after 
these  transactions  had  been  closed,  some  officer  of  the  National  City 
Bank  informed  Mr.  Ailes,  he  being  an  employee  of  that  bank,  and 
was.  frequently  there,  that  the  bonds  thus  purchased  by  his  bank 
were  being  disposed  of  at  a  very  considerable  profit,  and  that  the 
prospective  profit  on  the  entire  million  and  a  half  of  bonds  was  over 
$100,000,  Mr.  Ailes  then  requested  the  officers  of  the  National  City 
Bank  to  permit  the  Riggs  National  Bank  to  share  in  that  profit.  The 
officers  01  the  National  City  Bank  offered  Mr.  Ailes  a  commission  of 
one-eighth  of  1  per  cent  for  having  negotiated  the  sale  of  the  bonds 
to  it.  You  will  bear  in  mind  that  the  Riggs  Bank  had  not  bought 
the  bonds,  or  any  of  them,  and  had  no  intention  of  purchasing  the 
bonds  at  the  time  they  were  purchased.  The  Riggs  Bank  had  no 
ownership  in  the  bonds  which  it  could  sell. 

The  Riggs  Bank  had  not  become  liable  for  a  single  dollar  in  the 
transaction.  After  a  considerable  number  of  conferences  in  Jan- 
uary, 1908,  when  the  profitable  disposition  of  the  bonds  which  the 
National  City  Bank  had  purchased  the  previous  fall  was  made, 
Air.  Ailes  finally  succeeded  in  inducing  the  National  City  Bank  to 
agree  to  divide  equally  with  the  Riggs  National  Bank  the  profit  it 
was.  making  on  the  sale  of  these  bonds.  The  profit  turned  out  to 
be,  in  round  figures,  about  $112,000.  One-half  of  that  sum,  $56,000, 
was  remitted  in  several  installments  by  the  National  City  Bank  to 
the  Riggs  National  Bank.  The  question  arose  as  to  how  to  handle 
that  money  at  Riggs.  You  will  see  that  the  Riggs  Bank  had  not 
bought  any  bonds  and  not  spent  a  dollar,  had  not  obligated  itself 
to  spend  a  dollar  in  the  transaction,  and  had,  therefore,  of  course, 
no  record  on  its  books  showing  its  purchase  of,  or  its  ownership  or 
sale  of,  any  of  these  bonds.    An  entry  showing  the  receipt  of  $56,000 
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as  a  profit  on  the  sale  of  bonds  which  it  had  not  owned  could  not  very 
well  have  been  made.  The  share  of  the  profit  of  the  transaction 
which  the  National  City  Bank  thus  so  generously  allotted  to  the 
Biggs  Bank  could  not  be  entered  by  the  latter  as  commission,  be- 
cause we  had  been  told  that  it  was  ultra  vires  of  a  national  bank 
to  deal  in  stocks  and  bonds  on  a  commission.  Mr.  Ailes  and  Mr. 
Glover  and  Mr.  Flather  discussed  the  matter  of  handling  the 
matter,  and  as  a  result  of  that  discussion  the  remittances  as  re- 
ceived from  the  National  City  Bank  were  placed  to  the  credit  of 
the  Glover  and  Flather  account,  about  which  you  have  heard  so 
much,  in  February  and  March,  1908,  and  on  April  1, 1908?  when  the 
then  current  quarter  had  ended — six  years  before  Mr.  Williams  be- 
came Comptroller  of  the  Currency — that  sum  of  $56,000  was  trans- 
ferred from  the  Glover  and  Flather  account,  turned  over  to  the  Riggs 
National  Bank,  and  credited  to  the  profit  and  loss  account  of  that 
bank. 

The  result  of  this  whole  transaction  was  the  receipt  by  the  bank 
of  $56,000  from  Mr.  Ailes's  activities  in  connection  with  a  matter 
that  the  Biggs  National  Bank  had  not  expended  a  dollar  nor  be- 
came liable  for  one  cent  in.  I  repeat,  those  interested  in  the  Biggs 
National  Bank  ought  to  commend  Mr.  Ailes.  When  the  National 
City  Bank  consented  to  divide  its  profit  on  the  sales  of  the  bonds 
it  had  purchased  from  the  Crocker  National  Bank  in  the  manner 
I  have  endeavored  to  narrate,  it  was  decided  to  call  the  transaction 
a  "  joint  account."  At  the  time  the  profit  was  assured  and  no  loss 
was  possible.  All  these  facts  were  long  ago  made  plain  to  Comp- 
troller Williams.  And  yet,  with  knowledge  of  the  true  facts,  he 
has  used  the  correspondence  containing  the  expression  "joint  ac- 
count "  to  mislead  and  not  to  inform  this  committee,  in  the  record ; 
and  in  the  screed  of  his  dated  August  12,  1919,  Mr.  Williams  re- 
fers to  this  Crocker  Bank  transaction,  and  you  find  him  in  part  9 
of  the  record  here  as  well  as  in  his  August  12, 1919,  letter,  charging 
that  the  officers  of  the  bank  had  deceived  their  own  lawyer,  Senator 
Bailey,  regarding  the  facts,  and  saying  that  had  the  course  been 
adopted  which  Senator  Bailey  had  stated  would  have  been  upheld 
"in  any  court  of  conscience  or  law,"  it  would  have  been  a  "ca9e 
of  embezzlement."     (Pt.  9,  p.  683.) 

Mr.  Ailes,  who  is  a  gentleman  of  scrupulous  honor,  on  August  14, 
1919,  wrote  to  Mr.  A.  F.  Thompson,  who,  at  the  time  of  the  Crocker 
bond  transaction,  was  in  charge  of  the  bond  department  of  the  Na- 
tional City  Bank,  and  asked  Sir.  Thompson  for  his  version  of  this 
matter,  saving  that  all  he  ( Ailes  J  desired  was  the  truth,  and  nothing 
more,  ana,  of  course,  nothing  less.  In  view  of  the  comptroller* 
statements,  I  present  for  the  record  the  letter  from  Mr.  Ailes  to  Mr. 
Thompson  and  the  latter's  reply : 

August  14,  1919. 
Personal. 

Mr.  A.  F.  Thompson, 

Government  Bond  Department,  the  National  City  Co., 

55  Wall  Street,  New  York  City,  N.  F. 

Deab  Tommie:  I  can  not  find  the  memorandum  you  gave  me  regarding  the 
Crocker  bond  deal  and  would  like  to  have  it  very  much.  Comptroller  Williams 
has  devoted  hours  to  an  attempt,  before  the  Senate  Banking  and  Currency 
Committee,  to  discredit  this  transaction.  His  allegations  are  that  the  Rlggs 
National  Bank  was  Interested  in  and  had  a  joint  account  with  the  National 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  905 

City  Bank  of  New  York,  whereas  In  my  sworn  testimony  before  a  bank  ex- 
aminer during  the  Riggs  controversy  I  had  sworn  that  the  Kiggs  National  Bank 
had  never  Invested  a  dollar  In  the  business  nor  incurred  any  liability.  If  you 
will  recall,  this  business  started  in  the  panic  of  1007.  A  part  of  the  transac- 
tion was  late  In  October,  as  I  recall  it,  and  a  part  early  in  November  of  that 
year.  Alone  In  February,  1908,  you  had  sold  something  over  half  a  million 
of  the  $1,500,000  long  4s.  These  bonds  had  been  purchased  by  the  National 
City  Bank,  $500,000  at  115  and  $1,000,000  at  110.  You  had  put  them  in  your 
circulation  account,  and  you  paid  the  Crocker  bank  for  them  in  gold  through 
transfer  from  the  Subtreasury  at  New  York  and  the  Subtreasury  at  San  Fran* 
cisco  up  to  the  par  df  the  bonds.  The  premium — 15  points  in  one  case,  or 
$75,000,  and  10  points  in  the  other  case,  or  $100,000 — you  had  accounted  for 
the  Crocker  bank  by  a  credit  on  the  books  of  the  National  City  Bank,  New 
York,  having  suspended  cash  payments. 

After  you  ,had  sold  more  than  one-third  of  these  bonds,  in  February,  1008,  I 
came  over  to  New  York  to  see  if  you  would  not  divide  the  profit  in  the  transac- 
tion with  the  Riggs  National  Bank,  inasmuch  as  the  business  had  its  in- 
ception with  me.  You  insisted  on  allowing  the  Riggs  National  Bank,  in  re- 
sponse to  my  appeal,  a  commission  of  one-eighth  of  1  per  cent,  but  I  insisted 
upon  an  equal  division,  and  Mr.  Vanderllp  finally  sustained  my  contention  in 
the  matter,  with  the  result  that  letters  were  passed  between  the  National 
City  Bank  and  the  Riggs  National  Bank  establishing  a  joint  account  in  which 
we  engaged  to  assume  liability  in  the  event  of  loss,  as  well  as  to  share  the 
profit  If  there  was  a  profit.  This  was  the  only  piece  of  banking  machinery 
that  could  be  employed  for  the  purpose  of  effecting  a  division  of  the  profits; 
but  in  the  beginning  of  the  business,  as  you  know,  there  was  no  such  under- 
standing— that  is,  in  October  or  November,  1907. 

Mr.  McEldowuey,  after  you  had  concluded  to  divide  profits  between  the 
National  City  Bank  and  the  Riggs  National  Bank,  called  attention  to  the  fact 
that  In  the  spring  of  1907  I  had  turned  over  to  you  $150,000  long  4s  acquired 
from  the  Crocker  Bank  at  about  129  and  which  you  still  had  in  your  circulation 
account.  McEldowney  insisted  that  inasmuch  as  I  wanted  to  share  equally 
In  the  profit  on  the  larger  transaction  I  should  permit  you  to  include  in  the 
joint  account  established  in  February,  1908,  the  $150,000  purchased  in  the 
spring  of  1907  on  which  there  was  a  loss  of  about  10  points.  I  assented  to 
this,  and  therefore  this  amount  was  included  in  the  joint-account  transaction. 

All  these  facts  I  have  told  over  and  over  again  under  oath,  and  yet  the 
comptroller  keeps  on  harping  on  the  subject  as  if  there  were  something 
crooked  in  it,  and  he  uses  the  letters  which  the  bank  examiner  took  from  the 
National  City  Bank  and  those  which  were  obtained  from  the  Riggs  Bank  as 
evidential  things  to  prove  that  I  falsified  under  oath  when  I  stated  that  the 
Riggs  National  Bank  did  not  Invest  in  the  business  and  did  not  incur  any  lia- 
bility therein.  In  other  words,  he  has  taken  advantage  of  a  technicality,  since 
when  under  oath  I  had  in  mind,  of  course,  that  the  profits  were  assured  be- 
yond any  question  whatever,  as  indeed  they  were. 

You  wrote  me  a  memorandum  two  or  three  years  ago  in  which  you  sub- 
stantiated my  version  of  the  matter.  It  was  not  used  at  the  time  and  I  can 
not  find  it  now.  If  you  do  not  have  a  copy  of  it  in  your  possession,  will  you 
be  willing  to  write  me  Just  what  your  understanding  of  the  matter  was?  You 
will  understand,  of  course,  that  it  is  the  purpose  of  counsel  to  use  such  memo- 
randum in  substantiation  of  my  sworn  statements.  It  seems  that  it  is  only 
Just  to  do  this.  All  I  want  is  the  truth,  and  nothing  more,  and,  of  course, 
nothing  less. 

With  cordial  regards,  very  truly  yours, 

M.  E.  Ailes. 

And  Mr.  Thompson,  from  the  National  City  Co.,  on  August  16, 
1919,  writes  a  letter  in  which  he  confirms  the  transaction  being  pre- 
cisely as  I  have  recited  it  to  you  here. 

(The  letter  from  Mr.  Thompson  follows:) 

August  16,  1919. 
Mr.  M.  B.  Ailes, 

Vice  President  the  Riggs  National  Bank, 

Washington,  D.  C. 

Deab  Mr.  Ailes:  I  have  your  favor  of  August  14,  referring  to  the  transac- 
tion in  $1,500,000  United  States  registered  4s.  which  I  consummated  on  be- 
half of  the  National  City  Bank  with  the  Crocker  National  Bank,  of  San 
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Francisco,  through  the  Riggs  National  Bank,  during  the  latter  part  of  190?. 
In  reply,  I  wish  to  say  that  the  statements  outlined  in  your  communications 
Just  referred  to  are  correct,  and  I  wish  to  confirm  them  in  all  respects.  We 
purchased  the  bonds  in  question.  $500,000  at  115  and  $1,000,000  at  110,  paying 
for  them  in  gold  and  thereafter  depositing  them  with  the  Treasury  Department 
to  secure  the  circulating  notes  of  the  National  City  Bank  of  New  York.  After 
the  currency  panic  was  over  and  in  the  early  part  of  1908,  we  retired  our 
circulation  by  a  like  amount  and  sold  the  bonds  referred  to.  After  a  large 
part  of  the  bonds  had  been  sold  you  made  a  demand  on  the  National  City 
Bank  for  one-half  of  the  profits  Just  derived,  to  which  arrangement  I  made 
strenuous  objection,  for  the  reason  that  I  never  considered  the  transaction 
as  a  Joint  one  between  the  National  City  Bank  and  the  Riggs  National  Bank ; 
in  fact,  I  thought  a  commission  of  one-eighth  of  1  per  cent  to  the  Riggs  was 
sufficient  to  pay  that  institution  for  its  services  in  the  matter.  After  several 
conferences,  however,  between  Mr.  Vanderlip,  Mr.  McEldowney,  yqurself,  and 
myself,  it  was  finally  agreed  to  allow  you  one-half  of  the  profits,  taking  into 
account  however,  a  loss  which  had  been  sustained  on  $150,000  additional  4s 
purchased  from  the  Crocker  National  Bank  at  a  much  higher  price  and  at  a 
previous  date. 
Trusting  this  is  the  information  you  desire,  I  am, 
Very  truly,  yours, 

A.  F.  Thompson, 
Manager  Government  Bond  Department. 

In  Part  IX  of  the  hearings  here,  pages  682  and  683,  you  will  find 
that  Senator  Fletcher  asked  questions  on  this  subject,  and  you  tfill 
find,  in  view  of  the  facts,  now  narrated,  how  perfectly  Senator 
Fletcher,  even  in  his  endeavor  to  help  Mr.  Williams,  was  misled 
by  the  comptroller. 

I  call  your  attention  to  the  fact  that  the  Biggs  National  Bank 
got  that  $56,000  through  the  bookkeeping  channels  I  have  described 
to  you,  on  April  1,  1908;  that  the  transaction  was  an  absolutely 
closed  one  then;  that  never  again  had  it  any  effect  at  all  on  the 
bank  or  its  condition;  that  the  only  effect  it  ever  had  on  the  bank 
was  to  give  it  an  increase  in  its  assets  of  $56,000;  that  nearly  six 
years  elapsed  between  the  final  closing  of  that  Crocker  bond  trans- 
action to  the  profit  of  Biggs  and  the  coming  into  office  of  comp- 
troller of  Mr.  Williams ;  and  yet,  in  public,  in  court,  in  correspond- 
ence, in  his  affidavit,  and  in  his  testimony  here,  Mr.  Williams  has 
repeatedly  misrepresented  the  whole  thino;. 

Government  deposits:  Senators,  Mr.  Ailes  is  a  particularly  con- 
stant target  of  Mr.  Williams's  attacks.  It  was  Mr.  Ailes,  you  know, 
who  went  on  the  board  of  the  Seaboard  Air  Line  contemporaneously 
with  the  retirement  from  that  board  of  Mr.  Williams  and  some  of 
his  friends. 

When  the  Biggs  Bank  brought  this  equity  suit,  there  was  no  place 
where  anything  about  that  bank  or  its  officers  could  be  found,  which 
was  open  to  Mr.  Williams,  that  he  did  not  search  for  material  to 
distort  into  a  defense  of  his  persecution  of  the  bank.  So  search  was 
made  through  Treasury  records  as  far  back  as  April,  1903,  and 
there  it  was  found  that  the  Biggs  National  Bank  in  that  year  had 
a  deposit  of  Government  funds  which  totaled  $3,000,000.  Mr.  Wil- 
liams, telling  you  that  he' did  this  for  the  purpose  of  showing  you 
the  character  of  "this  individual,"  as  he  refers  to  Mr.  Ailes,  goes 
back  to  1903,  and  informs  this  committee  that  five  days  before  Mr. 
Ailes  retired  from  the  Treasury  and  became  a  vice  president  of  the 
Biggs  Bank  he  succeeded  in  getting  out  of  the  United  States  Treas- 
ury $3,000,000  and  transferring  it  to  the  Biggs  National  Bank,  and 
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Mr.  Williams  solemnly  says  that  he  will  not  comment  on  the  favor- 
itism thereby  displayed.  Just  very  briefly  I  want  to  tell  you  who 
"this  individual"  whose  "character"  Mr.  Williams  would  have  you 
know  really  is:  During  President  Cleveland's  administration  Mil- 
ton Ailes  was  appointed  an  assistant  messenger  of  the  Treasury 
Department.  The  position  at  that  time  was  nothing  more  or  less 
than  that  of  a  sort  of  laborer.  His  work  was  this :  In  the  summer 
time  to  clean  out  the  water  coolers  and  see  that  they  were  kept  iced 
for  the  Secretary  and  the  Assistant  Secretary;  in  the  wintertime — in 
those  days  coal  was  dumped  at  the  curbstone  on  Pennsylvania 
Avenue  in  front  of  the  Treasury  and  the  offices  of  the  Secretary 
and  the  Assistant  Secretaries  were  kept  warm  by  open  fireplaces — 
and  Milton  Ailes'  work  in  the  wintertime  was  to  go  out  to  tne  curb- 
stone and  bring  in  baskets  of  coal,  and  make  up  and  keep  warm  the 
fires  in  the  office  of  the  Secretary  of  the  Treasury.  He  did  that  work 
so  well  that  he  was  made  a  messenger.  He  was  such  a  good  messenger 
that  he  was  made  a  clerk.  He  was  such  a  good  clerk  that  he  was  made 
a  private  secretary,  and  he  became  private  secretary  to  the  Secre- 
tary of  the  Treasury.  He  was  such  a  perfectly  splendid  private 
secretary  that  the  lamented  McKinley  appointed  him  Assistant 
Secretary  of  the  Treasury.  And  before  he  left  the  Government 
service  he  was  the  First  Assistant  Secretary  of  the  Treasury. 

In  1903  Milton  Ailes  was  the  second  highest  officer  in  the  depart- 
ment which,  years  before,  he  had  entered  as  an  asistant  messenger. 
And  he  resigned,  Senators,  penniless.  One  of  the  first  things  he  did 
after  resigning  was  to  get  from  a  friend  a  small  loan  to  tide  nira  over 
until  he  could  get  on  his  feet.  Since  he  has  become  one  of  the  best 
known,  one  of  the  most  useful,  and  one  of  the  highly  respected  citi- 
zens of  the  National  Capital. 

That  is  the  story  of  the  man  whose  character  is  assailed,  and  not 
only  here,  but  has  been  assailed  for  five  years  by  John  Skelton  Wil- 
liams, Comptroller  of  the  Currency. 

Prior  to  1903  there  were  very  few  Government  depositories  in  the 
District  of  Columbia.  For  a  time  only  one  national  bank  had  been 
thus  designated,  and  then  for  years  there  were  only  two.  In  1903 
Secretary  of  the  Treasury  Leslie  M.  Shaw  designated  a  third,  the 
Biggs.  Later  on  the  same  Secretary  designated,  I  think,  every  na- 
tional bank  in  the  District  of  Columbia  as  Government  depositories, 
the  purpose  being  to  give  a  fair  distribution  and  not  have  Govern- 
ment deposits  in  a  few  banks,  as  had  been  the  case  not  only  here,  but 
throughout  the  country.  The  National  City  Bank  of  New  York 
had  very  large  Government  deposits  when  Mr.  Shaw  came  in  office, 
and  that  had  come  about  in  this  way:  In  1898,  when  we  went  to  war 
with  Spain,  the  first  war  loan  was  $200,000,000.  It  is  surprising, 
Senators,  in  view  of  recent  events,  that  there  was  then  a  fear  that 
we  could  not  float  that  loan  nor  raise  that  much  money,  and  .so  three 
banks  in  New  York,  the  National  City  being  one,  underwrote  that 
loan  for  the  United  States  Government,  entering  into  an  agreement 
with  the  Government  whereby  the  Secretary  of  the  Treasury  was 
assured  that  on  the  day  subscriptions  closed  an  announcement  should 
be  made  that  all  of  the  bonds  had  been  taken,  irrespective  of  whether 
the  popular  subscription  turned  out  favorably.  This,  it  will  readily 
be  seen,  was  a  tremendous  help  to  our  Government  at  that  time. 
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My  recollection  is  that,  to  the  credit  of  our  country,  it  turned  out 
that  the  loan  was  actually  subscribed  seven  times  over.  Because  of 
that  assistance,  the  National  City  Bank  received  from  the  Govern- 
ment in  1898  and  succeeding  years  very  large  deposits.  Then,  later 
on,  the  Pacific  railroads  commenced  to  pay  back  to  the  Government 
the  money  which  it  had  advanced  to  them  at  the  time  of  their  build- 
ing and  the  National  City  Bank  acted  for  the  Government  in  the  re- 
ceipt of  those  funds,  so  that  there  was  a  time  when  the  National  City 
Bank  had  many  millions  of  Government  deposits.  While  Secretary 
Shaw  was  in  office  he  adopted  the  policy  of  distributing  those  funds 
to  other  national  banks  in  various  parts  of  the  country,  a  perfectly 
proper  and  highly  commendable  policy.  In  April,  1903,  $2,900  000 
of  the  amount  which  was  then  on  deposit  with  the  National  City 
Bank  of  New  York  was  transferred  by  order  of  the  Treasury  De- 
partment to  the  Biggs  National  Bank  in  Washington. 

Now,  listen  to  this :  I  read  from  page  542,  part  7,  of  the  hearings 
before  this  committee: 

Mr.  Williams.  The  point  is  not  so  much  what  they  did  with  that  money  aj 
It  was  Mr.  Ailes  getting  that  money  out  of  the  Federal  Treasury  for  the  Riggs 
Bank  five  days  before  he  resigned  to  become  vice  president  of  that  bank. 

Why,  Senators,  Mr.  Williams's  official  records  show  that  not  a 
single  solitary  dollar  of  that  money  was  taken  out  of  the  Federal 
Treasury  at  that  time.  It  was  in  the  National  City  Bank,  of  New 
York,  by  which  Mr.  Ailes  was  also  going  to  be  employed;  and, 
pursuant  to  his  policy  of  reducing  his  deposits  there^  Secretary 
Shaw,  some  time  before  the  date  of  the  transfer,  had  given  direc- 
tions for  the  routine  to  be  gone  through  whereby  this  $2,900,000 
should  be  taken  from  the  National  City  Bank,  New  York,  and  de- 
posited in  the  Riggs  National  Bank,  Washington;  and  yet  you 
were  led  to  believe  by  the  precise  and  explicit  words  of  Comp- 
troller Williams  that  Mr.  Ailes  had,  in  effect,  reached  into  the 
Treasury  and  taken  this  money  which  was  in  the  Treasury  in  order 
to  favor  the  Riggs  Bank,  and  the  comptroller  thus  misleads  you 
when  the  tabulated  figures  on  the  table  in  this  committee  room 
before  him  at  that  very  time  showed  clearly  the  transaction.  He 
thus  misled  you  when  he  knew  the  real  truth  of  the  transaction. 
The  Treasury  Department  records  show  that  Mr.  Ailes,  bein^  acting 
secretary  on  the  day  of  the  transaction,  signed  the  paper  directing 
the  transfer,  but  that  it  was  prepared  in  due  routine  by  a  gentle- 
man whose  initials  are  "E.  P.  D."  The  records  of  the  Treasury 
Department,  known  to  Mr.  Williams,  showed  that  this  $2,900,000 
was  transferred  from  funds  to  the  Treasury's  credit  in  the  National 
City  Bank  to  a  like  credit  in  the  Riggs  National  Bank.  By  turn- 
ing to  part  8,  pages  543  and  544,  of  the  hearings  before  this  com- 
mittee, we  find  tabulated  statements  of  Treasury  Department  rec- 
ords, produced  here  by  Mr.  Williams  himself,  which  show  that  on 
April  11,  1903,  the  total  Government  deposit  with  Riggs  was 
$3,000,000,  an  increase  of  exactly  $2,900,000  over  the  amount  of 
those  deposits  in  Riggs  immediately  preceding  that  date,  and  that 
simultaneously  (see  table,  p.  544,  this  record)  there  was  a  decrease 
in  Government  deposits  with  the  National  City  Bank  of  exactly 
$2,900,000.  That  is  the  Treasury  Department's  official  statement. 
When  Mr.  Williams  said  to  this  committee  that  Mr.  Ailes  got 4C  that 
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money  out  of  the  Federal  Treasury  for  the  Riggs  Bank w  he  knew 
that  that  was  a  mere  transfer  ordered  by  the  Treasury  Department 
of  a  deposit  from  the  National  City  Bank  to  the  Riggs.  I  do  not 
want  to  pay  any  further  attention  to  that  thing,  except  to  tell  you 
again  that  it  was  all  part  of  the  public  record  and  there  could  have 
been  no  possible  excuse  for  mistake  about  it. 

Comptroller  Williams,  on  page  606,  part  8,  of  these  hearings, 
makes  a  statement  which  he  repeats  in  nis  August  12,  1919,  com- 
munication to  the  chairman,  wherein  he  quotes  his  own  testimony 
before  this  committee  to  the  effect  that  Mr.  Ailes  had  obtained 
from  the  comptroller's  office,  in  some  manner  which  he  says  he  is 
not  aware  of,  confidential  documents.  He  informs  you,  in  sub- 
stance, that  having  ascertained  this  fact  by  an  examination  of  some 
Sapers  in  the  National  City  Bank,  New  York,  he  addressed  to 
Ir.  Ailes  a  letter,  dated  October  9,  1915,  which  letter  he  has  in- 
serted in  the  record  and  again  inserts  on  page  21  of  his  August  12, 
1919,  communication.  An  examination  of  his  letter  shows  that  it 
is  characteristic.  Let  me  first  state  the  facts  about  these  documents 
of  a  confidential  character  to  which  the  comptroller  refers  and 
then  show  you  that  the  comptroller  was  fully  informed  how  they 
had  been  obtained  through  a  perfectly  proper  source  as  a  result  of 
the  action  of  the  highest  officer  in  the  comptroller's  department 
information  which  he  saw  fit  not  to  disclose  to  you.  The  facts  are 
that  the  Comptroller  of  the  Currency  some  time  back,  about  1909, 
had  prepared  and  published  a  pamphlet  entitled  "  Defalcations  and 
Methods  of  Concealment;"  that  office  had  also  prepared  a  book 
entitled  "Instructions  to  National  Bank  Examiners,"  which  had 
been  printed  in  1904.  The  public  press  had  stated  that  the  comp- 
troller's office  had  gotten  up  a  very  instructive  document  on  defal- 
cations in  national  banks,  and  the  methods  of  concealment  which 
were  proposed.  The  National  City  Bank,  in  New  York,  entirely 
for  educational  use  in  connection  with  a  revision  of  methods  in 
that  big  institution,  desired  permission  to  use  these  documents.  The 
documents  were  confidential,  in  the  sense,  of  course,  that  they  were 
not  for  general  public  distribution. 

Certainly  the  comptroller's  office  was  glad  to  have  responsible 
officers  of  the  national  banks  obtain  the  benefit  of  the  information  in 
this  publication,  so  that  guided  thereby  they  could  progressively  im- 
prove bank  methods  and  keep  banks  strong.  This  was  apparently  the 
policv  of  comptrollers  who  held  that  office  prior  to  1914.  In  the  year 
1909  Mr.  Ailes,  at  the  request  of  Mr.  Gregory,  of  the  National  City 
Bank,  requested  Comptroller  of  the  Currency  Murray  to  let  the  Na- 
tional City  Bank  have  for  its  educational  work  among  its  large  force 
of  people,  and  for  another  pupose,  a  copy  of  ther  documents  I  have  re- 
ferred to,  and  Comptroller  Murray  very  gladly  and  properlv  granted 
this  request.  Mr.  Ailes  made  known  to  the  National  City  Bank  that 
the  documents  should  be  treated  as  of  a  confidential  character.  On 
October  9, 1915,  Comptroller  Williams  wrote  to  Mr.  Ailes  stating  that 
"  the  records  show  that  some  time  ago  "  he  had  written  to  the  National 
Citv  Bank  on  the  subject  of  these  documents.  The  impression  Mr. 
Williams  created  was,  of  course,  that  the  matter  was  then  of  recent 
date  instead  of  six  years  old.    Promptly  Mr.  Ailes  answered  the  comp- 
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troller,  who  now  says  he  does  not  find  Mr.  Ailes's  reply  in  the  files. 
Well,  here  is  a  copy  of  it: 

October  12,  1915. 
Comptroller  ot  the  Currency, 

Washington*  D.  C. 

Sir  :  Replying  to  your  letter  of  the  Mi  instant,  I  find  no  reference  In  my  corre- 
spondence with  an  officer  or  officers  of  the  National  City  Bank  of  New  York  to 
either  of  the  two  pamphlets  mentioned  In  your  communication ;  but  I  recall  ttiat 
Beveral  years  ago,  I  think  about  1909,  Mr.  Gregory,  then  an  assistant  cashier  of 
the  National  City  Bank  of  New  York,  advised  mc  that  he  had  seen  in  the  public 
press  mention  of  a  pamphlet  entitled  "  Defalcations  and  Methods  of  Conceal- 
ment," published  Jby  the  Comptroller  of  the  Currency,  and  asked  me  to  obtain  a 
copy  of  the  same  for  his  use  in  connection  with  a  revision  of  the  auditing  system 
of  the  National  City  Bank  of  New  York  and  in  devising  methods  for  the  better 
protection  of  that  bank. 

My  recollection  is  that  Hon.  Lawrence  O.  Murray,  then  Comptroller  of  the 
Currency,  gave  me  the  pamphlet  "  Defalcations  and  Methods  of  Concealment," 
and  that  1  forwarded  It  to  Mr.  Gregory.  I  have  no  recollection  of  the  other  pub- 
lication, namely,  "  Instructions  to  Examiners  " ;  but  I  know  your  office  has  per- 
mitted it  to  be  used  outside  of  your  office  for  educational  purposes. 

I  recognize  that  these  publications  were  "  confidential "  in  the  sense  that  they 
were  not  to  be  distributed  or  disseminated  generally,  bat  It  has  always  been  my 
understanding  that  the  comptroller's  office  never  objected  to  their  confidential 
use  for  educational  purpOFes  or  to  assist  bank  officers  in  Improving  methods  for 
the  protection  of  their  banks, 

Neither  of  the  publications,  after  careful  search,  appears  to  be  in  my  files,  and 
Mr.  Gregory  has  arleady  advised  you  that  he  can  not  locate  them.  I  think  the 
probabilities  are  that  whatever  pamphlets  were  obtained  were  returned  to  the 
comptroller's  office  when  they  had  served  the  purpose  for  which  they  were  pro- 
cured. 

Respectfully,  Miltow  E.  Ailbb. 

It  is  difficult  to  understand  how  Comptroller  Williams  had  for- 
gotten the  reply  made  bv  Mr.  Ailcs  in  view  of  the  fact  that  upon 
the  receipt  of  that  reply  "Mr.  Williams  wrote  to  former  Comptroller 
Lawrence  O.  Murray,  on  this  subject,  and^  Mr.  Murray  returned  to 
Mr.  Williams  the  latter's  letter  with  an  indorsement  to  the  effect 
that  the  statement  made  by  Mr.  Milton  E.  Ailes  regarding  his  hav- 
ing obtained  these  documents  for  the  use  of  the  National  City  Bank 
from  Comptroller  Murray  were  absolutely  correct — or  words  to  sub- 
stantially that  effect. 

It  has  been  always  the  policy  of  the  Comptroller's  office  to  treat 
*4The  Instructions  to  National  Bank  Examiners"  as  confidential  in 
the  sense  that  they  are  not  for  general  distribution,  but  to  permit 
their  use  for  educational  purposes  among  bankers^  To  such  an  extent 
is  this  true  that  I  here  exnibit  to  you  photographic  copy  of  the  cover 
and  the  title  page  and  the  page  immediately  following  the  title  page, 
of  the  book  containing  these  instructions,  printed  in  1904,^  on  the 
last  mentioned  of  which  pages  I  show  you,  in  the  handwriting  of 
Deputy  Comptroller  Kane  himself,  the  words  "For  confidential  use 
of  Mr.  Mosher."  Mr.  Mosher  was  an  official  of  the  American  Insti- 
tute of  Banking,  an  association  subsidiary  to  the  American  Bankers' 
Association,  composed  of  clerks  and  young  bank  officers.  ^  It  is  part 
of  this  association's  plan  to  conduct  educational  courses  in  banking, 
and  there  is  used  in  that  connection  these  books  of  "Instructions  to 
National  Bank  Examiners,"  to  which  the  comptroller  refers.  When 
Mr.  Mosher,  whose  name  appears  in  Deputy  Comptroller  Kane's 
handwriting  on  this  exhibit  that  I  present  to  you,  retired  from  the 
work  of  conducting  the  educational  course  I  have  mentioned,  his  suc- 
cessor received  this  "confidential"  document,  and  when,  in   1915, 
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Mr.  Williams  sought  to  raise  this  issue  with  Mr.  Ailes,  the  latter 
was  prompted  to  make  these  photographs  of  the  cover  and  title  page 
of  this  book  of  instructions. 

The  Chairman.  Before  you  leave  the  Riggs 

Mr.  Hogan.  I  have  not  left  it 

The  Chairman.  Oh,  you  have  not? 

Mr.  Hogan.  No;  only  Mr.  Ailes. 

The  Chairman.  Oh,  I  thought  you  had.  Well,  inasmuch  as  I 
have  interrupted  you,  I  would  like  to  c*Tl  vour  attention  to  one 
matter  which  was  made  much  of  by  Mr.  Williams  in  his  reply,  and 
it  referred  to  some  dummy  loans  that  were  made  by  the  Jttigg.*  x>ank, 
the  money  being  raised  for  the  benefit  of  the  officers  of  the  bank. 
AVill  you  reply  to  that  incident?  I  did  not  know  but  that  you  were 
leaving  the  subject  of  the  Riggs  Bank. 

Mr.  Hogan.  I  will  be  very  glad  right  now  to  reply  to  it,  and  to 
give  you  illustration  of  what  he  terms  our  "dummy  loans,"  and 
while  I  am  speaking  from  memory  I  am  sure  I  can  illustrate  them 
thoroughly. 

First,  there  is  $86,500  borrowed  in  connection  with  the  Navy  annex 
loan,  wnich  I  have  already  described,  for  which  Mr.  Glover  deposited 
$115,000  of  his  personal  collateral,  and  Mr.  Nevius  made  the  note, 
Mr.  Glover  having  directed  him  to  take  his  collateral,  the  details  of 
the  matter,  of  course,  not  being  attended  to  by  Mr.  Glover.  The 
loan  was  made,  various  real  estate  notes  were  taken,  not  by  the  bank 
at  all,  but  purchased  with  the  proceeds  of  that  loan. 

Subsequently  persons  who  seek  investments  from  Mr.  Glover  pur- 
chased those  real  estate  notes,  and  the  $86,500  note  was  fully  paid  off, 
and  the  $115,000  collateral  which  had  secured  it  was  returned  to  Mr. 
Glover.  Of  course,  that  loan  was  on  the  faith  of  the  collateral 
altogether* 

Second,  there  is  a  Henry  H.  Flather  loan  referred  to  as  a  dummy 
loan.  Mr.  Flather's  wife  was  a  victim  of  tuberculosis.  He  had  her 
at  Sarnac  in  the  hope  that  her  life  might  be  saved.  Apparently  the 
effort  was  a  hopeless  one,  and  he  decided,  prior  to  her  death,  to  go  to 
Sarnac  and  stay  with  the  little  woman,  the  mother  of  his  only  child, 
until  the  end  had  come.  He  had  a  relative  named  Nevius  here.  Mr. 
Flather  took  up  his  then  outstanding  note,  turned  over  his  collateral 
to  Mr.  Nevius  and  had  Mr.  Nevius  make  a  note  based  altogether  on 
Mr.  Flather's  collateral.  It  was  splendidly  collateralled  with  plenty 
of  margin.  The  purpose  of  this  obviously  was  that  in  Mr.  Flatherfs 
indefinite  absence  his  business  matters  could  be  readily  handled  for 
him  by  Mr.  Nevius.  The  bank  loaned  the  money  on  the  face  of  the 
collateral  which  belonged  to  Mr.  Flather. 

Third,  is  the  George  H.  Felt  note,  made  for  the  accommodation  of 
Mr.  William  J.  Flather,  the  amount  of  the  loan  being  $17,500,  secured 
by  120  shares  of  Mergenthaler  Linotype  stock,  worth  on  the  day  of 
the  loan  $224  a  share,  or  $26,880.  Mr.  William  J.  Flather  franklv 
told  the  comptroller  tnat  in  this  transaction  the  proceeds  of  the  col- 
lateral were  his,  that  it  was  simply  an  accommodation  because  he  did 
not  like  to  carry  a  larger  line  or  loans  than  he  was  already  carrying, 
although  there  was  never  a  time  when  he  was  anywhere  near  the  limit 
that  the  bank  was  allowed  by  the  law  to  loan.  The  Riggs  National 
Bank  could  have  at  that  time  loaned  to  any  one  individual,  upon 
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properly  secured  paper,  $300,000,  and  Mr.  William  J.  Flather's  loans 
totaled,  as  I  remember  them,  around  $60,000. 

Those  are  illustrations  of  what  Mr.  Williams  calls  the  "dummy 
loans." 

The  Chairman.  There  was  no  claim  made  of  anv  loss,  but  two  or 
three  of  those  loans  were  mentioned  as  being  unwarranted  and  some- 
what suspicious. 

Mr.  Hogan.  I  have  given  all  the  facts.  First,  there  was  no  loss  on* 
any.  Second,  there  was  never  anv  claim  that  there  was  ever  any  loss 
on  any.  Third,  every  one  of  them  were  thoroughly  collateralled. 
Fourth,  before  Mr.  Williams  passed  his  strictures  on  what  he  calls 
"  these  dummy  loans,"  every  one  of  them  had  been  paid  in  full  and 
none  of  them  were  in  the  bank  at  the  time  of  this  correspondence, 
or  had  been  in  the  bank  for  a  long  time  previous  to  his  letter  of 
January  22, 1915,  on  that  subject. 

Senator  Newberry.  One  of  the  bank  clerks  has  testified  that  that 
had  been  carried  on  for  a  considerable  number  of  years. 

Mr.  Hogan.  Yes ;  that  is  true,  as  I  told  you  Senator,  and  I  am  sure 
you  will  recall  it,  Mr.  Glover  has  a  large  clientele  who  seek  conserv- 
ative investments.  He  has  habitually  recommended  notes  secured  by 
first  mortgages  on  improved  real  estate;  for  about  half  a  century 
not  a  dollar  m  principal  or  interest  has  been  lost  to  the  client  taking 
such  investments  on  Mr.  Glover's  advice ;  quite  frequently  he  would 
ues  his  own  collateral,  as  was  done  in  the  $86,500  instance,  and  use 
the  proceeds  of  the  loan  thus  collateralled  to  take  on,  in  his  own 
account,  a  high-class  real  estate  loan  for  the  ultimate  investment  of 
the  clientele  referred  to.  Now,  what  the  clerk  you  have  in  mind 
testified  to  was  the  making  of  such  a  note  by  the  clerk  in  some  such 
cases.  To  illustrate,  Mr.  Glover  would  say  to  the  clerk,  "There  is 
a  $50,000  loan  here  on  a  building  worth  $100,000,  and  the  Corcoran 
Art  Gallery  or  the  American  University,  we  will  say,  will  shortly 
be  in  funds  for  such  an  investment,  so  I  will  make  the  real  estate 
loan  myself  and  for  the  purpose  borrow  the  funds  personally,"  and 
he  would  have  Mr.  Nfevius  or  someone  atend  to  the  details,  but  in 
he  would  have  Mr.  Nevius  or  someone  attend  to  the  details,  but  in 
such  a  case  the  note  was  made,  not  on  the  faith  of  my  clerk,  but  on 
the  faith  of  the  collateral  mentioned ;  and  in  the  $86,500  instance  the 
market  value  of  the  collateral  was  $115,000,  and  it  consisted  of 
Mr.  Glover's  very  high-grade  collateral,  and,  furthermore,  at  that 
time,  there  was  in  the  vault  of  the  Riggs  National  Bank,  belonging 
to  Mr,  Glover,  securities  having  a  market  value  of  $2,000,000. 

Senator  Newberry.  The  practice  is  not  one  that  you  would  recom- 
mend? 

Mr.  Hogan.  No. 

Senator  Newberry.  Neither  would  I. 

Mr.  Hogan.  Neither  would  I.  I  never  have,  but  what  I  have 
told  you  the  bank  officers  frankly  told  the  comptroller;  the  loans 
referred  to  had  been  paid  and  were  out  of  the  bank  when  Mr.  Wil- 
liams was  making  his  attacks  on  the  institution;  and  it  will  be 
remembered  that  early  in  1914,  at  the  very  beginning  of  the  contro- 
versy, the  Biggs  directors  wrote  Mr.  Williams,  in  effect,  "  We  want 
to  know  from  you  any  practice  that  you  say  should  be  stopped,  and 
any  reasonable  request  you  make,  any  legal  action  you  ask  us  to  take, 
we  will  take  it." 
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That  is  the  whole  story.  Of  course  the  term  "  dummy  loan  "  has  a 
sinister  meaning  in  popular  parlance,  and  there  never  was  the  use 
of  dummies  in  that  sense  of  the  word  in  any  of  these  transactions. 
There  never  was  a  dollar  lost  and  there  never  was  a  loan  that  was  not 
thoroughly  collateraled  by  high-grade  collateral.  It  was  not  a 
practice  of  any  great  running,  but  it  was  a  thing  that  from  time  to 
time  in  the  peculiar  instances  I  have  narrated  would  happen;  and 
I  say  again  to  you,  Senators,  it  is  a  thing  I  would  not  recommend, 
and  when  called  to  the  attention  of  the  officers  it  was  a  thing  not 
persisted  in. 

Mr.  Williams  has  testified  before  this  committee  that  his  letter  of 
January  22,  1915,  calling  for  information  regarding  the  loans  to 
officers  of  the  bank  was  not  replied  to.  It  was  for  the  alleged  failure 
to  give  him  the  information  sought  by  his  communication  of  Jan* 
uary  22,  1915,  you  will  doubtless  remember,  which  caused  him  to 
attempt  to  impose  the  penalty  of  $5,000  upon  the  bank  on  March  30, 
1915.  I  insert  here  the  reply  of  the  officers  of  the  bank  made  on 
February  1, 1915,  to  the  comptroller's  January  22, 1915,  letter: 

Feiiritary  1,  1915. 
Comptroller  ok  the  Currency, 

Washington,  />.  C. 

Sib:  We  have  received  your  letter  of  the  22d  ultimo,  in  which  you  say  that 
in  view  of  conditions  in  this  hank  brought  to  light  by  the  national  bank  exam- 
iners, etc.,  you  request  that  we  prepare  and  deliver  to  your  office  within  10 
days,  under  penalties  provided  in  sections  5211  and  r>213,  H.  S.,  a  statement 
showing : 

"  First.  All  direct  loans  made  by  the  Riggs  National  Bunk  since  its  organi- 
zation, either  severally  or  jointly,  to  Charles  C.  Glover,  W.  J.  Flather,  M.  B. 
Alien,  H.  H.  Flather,  Joshua  Evans,  jr.,  or  any  of  them,  and  to  members  of 
the  respective  families  of  the  above  named,  giving  a  full  description  of  the 
notes  and  the  collateral,  if  any,  by  which  said  loans  were  secured. 

•'Second.  All  indirect,  or  'dummy'  or  concealed  loans  made  by  the  Riggs 
National  Bank  since  its  organization  for  the  benefit  (directly  or  indirectly)  of 
the  individuals  named  above,  or  any  of  them,  including  all  loans  which  C.  C. 
Glover,  W.  J.  Flather,  H.  II.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  jr.,  or  any 
of  them,  Indorsed  or  for  which  they  furnished  the  whole  or  any  portion  of  the 
collateral,  by  which  loans  to  others  were  secured,  and  including  all  loans 
made  in  the  name  or  names  of  others,  the  whole  or  a  portion  of  the  proceeds 
of  which  were  turned  over  to  the  said  Glover,  Ailes,  W.  J.  Flather,  H.  H. 
Flather,  Joshua  Evans,  jr.,  or  any  of  them;  giving  a  full  description  of  all 
notes  and  of  the  collateral,  if  any,  by  which  they  were  secured ;  also  showing 
what  portions  of  the  proceeds  of  said  notes  were  received  by  or  credited, 
respectively,  to  the  said  Glover,  W.  J.  Flather.  H.  H.  Flather,  M.  E.  Ailes,  or 
Joshua  Evans,  jr.,  and  also  showing  clearly  the  ownership  at  the  time  of  the 
making  of  the  said  loans  of  the  collateral  securing  them  in  each  case." 

Replying  to  your  first  request  we  beg  to  say  that  there  was  not  when  your 
examiners  conducted  their  last  examination  into  the  affairs  of  this  bank,  had 
not  been  for  several  months  prior  thereto,  has  not  been  since  then,  and  is 
not  now,  any  loan  In  this  bank  to  any  of  the  officers  named  by  you.  We  beg 
to  say  fuTther  that  for  more  than  10  years  past  no  one  of  the  officers  of  this 
bank  named  by  you  has  ever  borrowed  one  dollar  from  it  except  upon  ample 
security,  and  all  loans  to  them  have  been  fully  paid. 

The  only  loan  to  any  member  of  the  respective  families  of  the  officers  named 
by  you  is  one  to  Mrs.  Emma  A.  Flather,  wife  of  William  J.  Flather,  as  fol- 
lows: $4,506.25,  dated  April  3,  1914.  secured  by  50  shares  Baltimore  &  Ohio 
Railroad  stock,  12  shares  United  States  Steel,  preferred,  $500  Metropolitan 
Club  4$  per  cent  bonds,  $500  Metropolitan  Club  4}  per  cent  bonds  (the  latter 
having  been  added  December  24,  1914 ) ,  and  12  shares  Firemen's  Insurance  Co. 
stock,  added  October  26,  1914,  the  collateral  at  this  time  having  a  market 
value  of  $5,890. 

This  loan  was  made  to  Mrs.  Flather  upon  her  own  collateral  and  for  her  sole 
benefit. 
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Replying  to  your  second  request,  we  beg  to  say  that  this  bank  has  never 
made  any  "  dummy  "  or  "  concealed  "  loans  to  any  of  the  officers  named ;  and 
we  beg  further  to  say  that  there  was  not,  when  your  examiners  conducted 
their  last  examination  into  the  affairs  of  this  bank,  had  not  been  for  several 
months  prior  thereto,  has  not  been  since  then,  and  is  not  now,  any  loan  in 
this  bank  made  for  the  benefit  of  either  of  the  officers  you  name,  or  indorsed 
by  any  of  them,  or  for  which  they  furnished  the  whole  or  any  portion  of  the 
collateral,  or  of  which  they  received  the  whole  or  any  portion  of  the  proceeds. 

As  the  statement  which  you  request  would  require  an  examination  of  nil 
the  books  of  this  bank  during  the  18  years  of  its  existence,  thus  entailing 
serious  loss  of  time  and  diverting  the  attention  of  our  officers  and  employees 
from  our  current  business,  and  as  it  could  not,  except  as  to  the  loan  to  Mrs. 
Emma  A.  F lather,  a  full  report  of  which  we  have  given  you  above,  possibly 
add  anything  to  your  full  and  complete  knowledge  of  the  condition  of  this 
bank,  for  which  purpose  only  section  5211  authorizes  you  to  call  for  a  special 
report,  we  decline  to  furnish  it.  And  moreover,  If  the  information  yon  seem  to 
desire  is  at  all  material  to  the  duties  of  your  office,  it  can  doubtless  be  fur- 
nished to  you  by  your  examiner,  because  during  the  recent  examination  of 
this  bank  by  him  and  his  assistants,  extending  from  the  13th  of  November, 
1914,  to  the  16th  of  January,  1915,  they  spent  days  going  over  our  discount 
ledgers  from  the  organization  of  the  bank,  and  an  inspection  of  those  ledgers 
shows  that  the  accounts  of  G.  G.  Glover,  W.  J.  Flather,  H.  H.  Flather,  and 
M.  E.  Alles  were  double  checked.  It  is  therefore  certain  that  even  if  those 
accounts  were  not  literally  transcribed,  they  were,  at  least,  thoroughly  ex- 
amined; and  if  they  were  not,  our  books  are  subject  to  your  examiner's  call 
at  any  time,  and  we  will  gladly  submit  them  to  him. 

Inasmuch  as  we  have  stated  that  there  are  no  loans,  direct  or  indirect,  in 
this  bank  to  any  of  its  officers  named  by  you,  and  no  loans  for  which  they 
furnished  the  collateral,  or  of  which  they  received  the  proceeds,  and  that  none 
of  the  officers  named  by  you  has  borrowed,  during  the  past  10  years,  one  dollar 
from  this  bank  without  ample  security,  and  that  all  loans  made  to  them  have 
been  fully  paid,  we  comply  with  so  much  of  your  letter  as  requires  this 
answer  to  be  made  under  the  oath  and  over  the  signatures  of  C.  C-  Glover, 
W.  J.  Flather,  H.  H.  Flather,  M.  E.  AJles,  and  Joshua  Evans,  jr. 

The  law  under  which  the  comptroller  pretended  to  proceed  in  the 
correspondence,  in  which  that  last  quoted  letter  is  but  one,  provided 
in  very  plain  terms  that  the  comptroller  has  the  right  to  call  on 
national  banks  for  special  reports  when  necessary  to  give  him  a 
complete  knowledge  respecting  the  "  condition  "  of  the  bank. 

That  is  the  statute,  and  the  only  thing  that  he  was  not  given  when 
that  letter  of  February  1,  1915,  now  here  set  out  in  full,  was  written 
to  him  was  that  we  did  not  go  back  18  years  to  dig  out  of  the  records 
closed  transactions  which  did  not  reflect  at  all  upon  the  condition  of 
the  bank,  and  could  not  possibly  relate  to  it,  and  for  the  failure  to 
do  that  he  attempted  to  assess  a  penalty  of  $5,000  against  the  bank. 
On  this  subject  of  whether  or  not  such  inquiries  are  within  the  power 
of  the  comptroller  under  a  statute  authorizing  him  to  obtain  special 
reports  relating  to  the  "  condition  "  of  the  bank,  I  do  not  care  what 
judge  says  in  nisi  prius  opinion  on  a  preliminary  motion  that  the 
comptroller  was  acting  within  his  legal  power  when  he  sent  that  sort 
of  a  letter,  I  say  that  the  place  to  have  that  decided,  because  it  is  a 
serious  question,  involving  the  rights  of  all  banks,  was  the  Supreme 
Court  of  the  United  States;  and  we  were  on  our  way  there,  but  as 
Mr.  Untermyer  has  told  you,  and  as  Mr.  Williams  has  told  you,  anv 
bank  that  goes  to  a  court  for  a  legal  investigation  of  Mr.  Williams^ 
power,  when  there  is  a  difference  of  opinion  between  the  bank  and 
the  comptroller,  must  forfeit  its  charter.  The  going  into  the  courts 
of  the  land,  in  the  view  of  the  present  comptroller,  constitutes  a 
defiance  of  the  comptroller.  He  brooks  no  judicial  construction  of 
his  power.    There  being  no  other  supervisory  power  but  the  court, 
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the  banks  and  this  committee  and  Congress  are  on  notice  from  the 
present  comptroller  that  if  a  national  bank  seeks  a  court  construction 
of  any  power  he  asserts  the  death  penalty  will  be  inflicted  by  the 
denial  of  its  charter  renewal  if  the  charter  expires  while  the  court 
proceedings  are  pending. 

No  matter  how  arbitrary  this  comptroller  may  be  in  his  demands, 
no  matter  how  ruinous  may  be  the  penalties  he  threatens  to  impose, 
no  appeal  can  be  made  to  the  courts  constitutionally  provided  to  de- 
termine the  extent  of  and  the  limitations  on  the  powers  of  executive 
officers,  because  if  a  bank  goes  to  court  it  will  be  denied  its  continued 
existence  as  a  national  bank  when  next  it  applies  to  Comptroller 
Williams  for  charter  renewal.  He  has  made  that  position  plain. 
You  have  no  escape  from  that.  That  is  his  position.  What  is  the 
United  States  Senate  going  to  do  about  it,  this  citizen  respectfully 
asks. 

Failure  to  exapiine  banks :  I  recall  the  attention  of  this  committee 
to  the  failure  of  the  comptroller  to  comply  with  the  mandate  of  the 
law  regarding  bank  examinations.  The  Congress  of  the  United 
States,  although  this  does  not  seem  to  be  admitted  nowadays  in  all 
circles,  is  still  the  law-making  power  of  this  Government.  When 
the  Congress  passes  a  very  plain  and  mandatory  provision  of  law,  it 
is  not  within  the  province  of  an  executive  officer  to  say  whether  it 
should  be  followed.  The  national  bank  act,  as  amended  by  the  act 
of  1913,  passed  by  the  House  and  Senate,  says  this : 

The  Comptroller  of  the  Currency,  with  the  approval  of  the  Secretary  of  the 
Treasury,  shall  appoint  examiners  who  shall  examine  every  member  bank  at 
least  twice  in  each  calendar  year,  and  oftener  if  necessary.  (Section  5240, 
R.  S.  U.  S.,  as  amended  Dec.  23,  1913.) 

The  words  "  shall  be  "  and  the  words  "  at  least  twice  in  each  cal- 
endar year "  were  put  in^  that  statutory  enactment  by  the  Congress, 

The  comptroller  s  official  records  show  that  no  national  bank  in 
the  city  of  Washington,  Biggs  excepted,  was  examined  more  than 
once  in  the  entire  calendar  year  1915 ;  that  a  number  of  them  were 
not  examined  more  than  once  in  the  year  1914;  that  out  of  14 
national  banks  50  per  cent  of  them  were  examined  only  once  in 
1916 — three  years  after  the  law  was  passed. 

Mr.  Williams  called  attention  here  yesterday  to  the  fact  that  I 
had  stated  that  the  Federal  National  Bank  in  this  city  had  been 
examined  only  once  in  1916,  whereas  it  had,  in  fact,  been  examined 
twice.  I  did  make  that  mistake,  but  what  I  stated  was,  of  course, 
on  information  and^  belief  with  regard  to  that — the  chairman  of 
this  committee  inquired  of  Mr.  Poole,  the  president  of  that  bank, 
when  he  was  here  regarding  this  subject,  and  in  part  3,  on  page  189, 
the  following  is  found : 

Mr.  Poole.  We  had  one  examination  in  1913.  We  had  one  examination  in 
1914.    We  had  one  examination  in  1915.    We  had  one  examination  in  1917. 

So  I  should  have  stated  that  the  bank  had  only  one  examination 
in  1917,  whereas  I  stated  that  it  had  only  one  in  1916,  an  error 
merely  as  to  the  year  in  which  the  law  was  violated,  which  year 
Mr.  Poole  corrected.  The  fact  is  that  even  as  late  as  1917  the 
Federal  National  Bank  had  only  one  examination,  and  in  1916, 
50  per  cent  of  the  banks  in  this  district,  Riggs  always  excepted, 
were  not  examined  as  required  by  the  plainest  mandatory  provi- 
sions of  law. 
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The  Chairman.  I  understood  you  to  say  in  your  original  state- 
ment to  the  committee  that  some  of  the  national  banks  in  Wash- 
ington were  not  examined  at  all  ? 

Mr.  Hooan.  No,  sir;  I  said  not  examined  as  required  by  law. 
A  reference  to  pages  114,  115,  and  144  of  part  2  of  the  hearings 
here  will  show  what  I  said  on  that  subject,  and  from  the  context  it 
is  quite  clear  that  the  charge  I  made  was  that  the  banks  had  not 
received  in  those  years  the  examinations  required  by  law.  Removed 
from  its  context  one  line  of  my  statement  on  page  115  would  give 
the  impression  just  stated  in  your  question. 

The  comptroller,  responding  to  the  charge  I  made  on  this  sub- 
ject, has  been  compelled  to  admit  his  failure  to  comply  with  the 
Jaw,  but  he  gives,  apparently  as  a  reason  why  he  did  not  comply, 
the  excuse  that  the  law  was  not  passed  until  December,  1913.  The 
comptroller  states,  however,  that  prior  to  the  time  the  law  ex- 
pressly required  at  least  two  examinations  a  year,  that  as  a  general 
rule  it  was  the  custom  to  examine  each  bank  twice  each  year. 
Within  a  few  minutes  after  he  had  made  that  statement  here 
before  this  committee  he  informed  you  that  it  had  not  been  possible 
to  organize  the  national  banking  forces  so  as  to  instantly  ana  imme- 
diately comply  with  the  requirements  of  the  law  that  I  nave  quoted, 
and  he  gives  that  apparently  as  an  excuse  for  violating  the  law  for 
more  than  three  years.  Well,  if  it  had  been  the  general  rule  to 
examine  banks  twice  a  year  prior  to  the  enactment  of  the  law  re- 
quiring that  they  be  examined  twice  a  year,  what  was  the  difficulty 
in  continuing  that  general  rule  when  the  law  made  it  mandatory  t 
If  the  reason  the  law  has  not  been  complied  with  has  been,  as  Mr. 
Williams  would  have  you  believe,  his  inability  to  organize  his 
forces  in  a  period  of  three  years  to  obey  a  law  passed  in  1913,  then 
I  submit  that  you  do  not  want  any  better  demonstration  of  his 
incompetency  in  office.  If  that  is  not  the  reason  why  he  failed 
to  carry  out  the  mandate  of  the  law  to  examine  the  banks  in  this 
district,  if  there  is  some  other  reason,  then  is  not  his  misrepresenta- 
tion of  the  facts  to  you  a  demonstration  of  his  unfitness  for  office! 
And,  lastly,  if  his  failure  to  comply  with  the  law  was — as  it  un- 
doubtedly was — the  almost  constant  use  of  his  entire  national  bank 
examining  forces  in  the  persecution  of  the  Riggs  Bank,  then  is  not 
that  a  demonstration  of  his  unfitness  for  office? 

So,  if  what  he  says  is  true,  that  in  more  than  three  years  he  could 
not  organize  his  office  so  as  to  obey  the  law,  I  repeat,  it  necessarily 
follows  as  an  unescapable  conclusion,  that  he  is  incompetent  for  the 
office  of  comptroller. 

Senator  Dewberry.  Is  it  possible  the  examinations  given  the 
national  banks  now  are  much  more  complete  and  require  so  much 
more  time  and  more  examiners  for  the  work? 

Mr.  Hooan.  Why,  no,  Senator;  my  answer  to  that  is  twofold, 
however.  When  I  called  your  attention — and  I  want  to  call  your  at- 
tention again — to  these  words  of  the  law,  which  say  that  the  exami- 
ners "  shall "  examine  every  bank  "  at  least  twice  in  each  calendar 
year,"  and  provides  that  they  shall  be  examined  oftener  if  neces- 
sary—^that  there  may  be  four,  but  never  less  than  two  yearly  exami- 
nations— now,  it  does  not  make  the  slightest  bit  of  difference  how 
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much  time  that  examination  takes,  the  law  says  plainly  what  must 
be  done. 

The  Chairman.  I  know,  Mr.  Hogan,  but  it  might  be  possible 
that  he  might  not  have  an  examining  force  that  could  possibly 
do  it. 

Mr.  Hooan.  In  three  years? 

The  Chairman.  Possibly  there  might  have  been  some  trouble 
with  the  appropriation,  getting  the  money,  and  the  men  to  do  it. 

Mr.  Hogan.  There  was  not,  Senator,  any  trouble  with  the  ap- 
propriations for  national-bank  examiners. 

Senator  Newberry.  Did  you  ever  hear  of  a  national  bank  com- 
plaining of  the  infrequency  of  the  comptroller's  examinations? 

Mr.  Hooan.  I  do  not  know  whether  they  complained,  or  not,  but 
I  tell  you  right  now,  speaking  of  the  bank  I  am  connected  with,  the 
directors  would  complain ;  and  I  tell  you  what  the  result  of  failure 
to  examine  in  this  community  has  been:  In  the  last  two  years 
there  was  a  perfect  epidemic  of  defalcations.  One  bank  in  particu- 
lar  

Senator  Newberry.  Where  were  the  directors? 

Mr.  Hooan.  I  do  not  know,  as  I  have  no  connection  with  the 
banks  I  have  in  mind,  but  the  directors  naturally  can  not  make 
national-bank  examinations.  They  were  probably  depending  upon 
two  things:  A  report  from  the  officers  and  the  bank  examinations. 
No  director  of  a  bank  can  very  well  go  to  work  and  examine  the 
bank ;  it  happened,  and  I  will  tell  you  why 

Senator  Newberry.  I  have  made  an  examination  four  times  a 
year,  myself. 

Mr.  Hooan.  You  mean  an  examination  of  the  bank? 

Senator  Newberry.  Entirely  apart  from  the  bank  officers. 

Mr.  Hooan.  That  is  done  by  auditing  committees  of  the  directors. 
As  to  individual  directors  they  may  some  of  them  do  it,  but  they 
usually  have  committees,  of  course,  to  do  that. 

Senator  Newberry.  They  do  it  in  Detroit,  and  that  is  a  good 
place  to  follow  the  example  of. 

Mr.  Hooan.  I  understand,  Senator;  and,  of  course,  that  practice 
is  followed  here;  but  what  I  am  directing  attention  to  is  that  in 
this  community  we  had  the  strong  hand  of  the  examining  board 
taken  away  from  the  banks  for  years; -however  lax  others  might 
have  been,  the  fact  remains  that  that  strong  hand  has  been  lifted 
from  the  banks  and  the  result  has  been,  to  use  the  expression  of  an 
assistant  district  attorney  here,  "  an  epidemic  of  defalcations." 

Now,  I  say  that  national-bank  examinations  properly  and  regu- 
larly carried  on  would  help  to  prevent  that.  I  do  not  say  that 
they  would  do  so  altogether  any  more  than  the  auditing  by  direc- 
tor's committee  will  prevent  dishonesty  altogether. 

Senator  Newberry.  It  would  be  no  excuse  for  the  directors,  at  all. 

Mr.  Hooan.  Not  at  all;  not  at  all;  nor  is  it  an  excuse  for  the 
comptroller.  It  is  as  much  the  obligation  of  one  as  of  the  other. 
It  is  no  excuse  for  the  Comptroller  of  the  Currency  to  say,  "  I  paid 
no  attention  to  what  the  law  told  me  to  do,  because  I  depended 
on  directors."  You  remember,  when  Mr.  Adkins,  one  of  the  comp- 
troller's counsel  was  here,  some  member  of  the  committee  asked 
whether  a  certain  thing  was  not  a  technical  violation  of  the  law, 
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and  Mr.  Adkins  stated  that  he  did  not  know  what  a  technical 
violation  of  the  law  was ;  and  the  comptroller's  position  is  that  there 
was  no  such  thing  in  the  national-bank  law,  and  that  what  the 
comptroller's  office  commands  must  be  done. 

To  my  mind  the  failure  for  a  period  of  three  years  of  the 
Comptroller  of  the  Currency  to  make  national-bank  examinations 
required  by  law  is  a  serious  matter.  He  did  not  report  to  Congress, 
mind  you,  although  he  is  an  officer  of.  the  Government  who  wrote 
reports  directly  to  Congress,  and  does  not  send  a  report  to  the 
Secretary  of  the  Treasury  that  he  was  not  or  that  he  could  not 
make  the  examinations  which  the  law  commanded  him  to  make,  or 
that  it  was  impossible  for  him  to  get  up  an  organization  to  make 
them.  I  say  that  when  the  Comptroller  comes  before  a  Senate 
Committee — and  I  am  merely  expressing  my  opinion  as  a  citizen — 
and  confesses  the  fact  that  for  a  period  of  3  years  he  did  not  comply 
with  the  plain  requirements  of  the  law  in  that  important  matter  of 
bank  examinations,  then  a  very  serious  state  of  facts  has  been  dis- 
closed. 

Senator  Newberkt.  Is  it  not  possible  he  could  not  get  the  force? 
I  do  not  suppose  any  well-organized  firm  in  the  country  has  the 
force  it  should  haye  for  its  business.  That  may  be  a  reasonable 
explanation. 

Mr;  Logan.  That  might  have  been  true  in  1917  and^  1918,  when  the 
demand  was  greater  than  the  supply  in  all  walks  of  life,  but  in  1914, 
Senators,  men  throughout  this  country  walked  the  streets  looking 
for  positions. 

Senator  Newberry.  Not  good  bank  examiners. 

Mr.  Logan.  I  am  not  informed  as  to  that.  Many  competent  men 
sought  positions  then. 

Senator  Newberry.  Good  bank  examiners  wanted  to  get  positions 
examining  income  tax  returns. 

Mr.  Hooan.  That  was  a  little  later.  Of  course,  Senator,  ever 
since  time  began,  failure  to  comply  with  law  has  been  followed^  with 
some  excuse.  The  Senate  and  you  never  heard  of  this  persistent 
failure  to  comply  with  the  law  until  I  stated  it  here.  There  are 
the  annual  reports  made  by  the  comptroller  and  there  are  the  annual 
reports  made  by  the  Secretary.  If  it  was  impossible  to  comply  with 
the  law,  and  it  certainly  was  not,  because  the  comptroller  tells  you 
himself  it  had  been  a  general  rule  always  before  the  law  was  en- 
acted to  do  this  thin.sr,  it  should  have  been  made  known  to  Congress 
and  the  law  amended.  I  do  not  know  what  the  views  of  others  are, 
but  speaking  for  myself,  I  say  that  when  an  executive  officer  of  the 
Government  has  a  plain  mandate  of  the  law  before  him,  he  must 
comply  with  it  or  make  known  to  the  lawmaking;  body  why  he  can 
not  comply  with  it,  and  not  go  along  over  a  long  term  of  years 
ignoring  it. 

Now,  Senators,  going  on  as  rapidly  as  possible  over  a  few  remain- 
ing subjects,  I  have  noted  with  some  regret  that  there  was  included 
in  this  record,  in  part  7,  pages  532-533,  a  letter  signed  by  Mr.  R.  W. 
Boiling,  produced  here  bv  Mr.  Williams  as  an  attempted  refutation 
of  the  testimony  of  Mr.  Poole.    In  that  letter  Mr.  Boiling  says : 

T  wish  very  specifically  and  emphatically  to  deny  a  statement  by  Mr.  Poole 
that  I  went  with  him  into  his  private  office  on  the  occasion  referred  to,  or  on 
any  other  occasion  and  "had  n  long  talk"  with  him.  As  a  matter  of  fact,  I 
was  never  in  his  office  In  my  life. 
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There  is  a  rule  of  evidence  that  he  who  testifies  falsely  as  to  a 

fact  about  which  he  could  not  be  reasonably  mistaken,  that  permits 

the  ignoring  of  all  of  his  testimony.    However  Mr.  Poole  and  Mr. 

Boiling  might  differ  in  their  recollections  of  their  conversation,  Mr. 

Boiling  could  not  reasonably  be  mistaken  as  regards  his  statement 

that  "as  a  matter  of  fact,  I  was  never  in  his  (Mr.  Poole's)  office 

in  my  life."     I  produce  here  a  letter  dated  September  5,  1919, 

written  to  the  chairman  of  this  committee  by  Mr,  Charles  B.  Lyd- 

dane,  informing  the  committee — I  had  just  better  read  it  to  you. 

[Beading :]    . 

Fkdebal  National  Bank, 
Washington,  D.  C,  September  5,  1919. 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United  States  Senate,  Washington,  D.  C. 

Dear  Sib:  My  attention  has  been  called  to  a  letter  addressed  to  you,  signed 
by  Mr.  R.  W.  Boiling,  dated  July  22,  1919,  appearing  on  pages  532  and  533, 
part  7,  of  the  report  of  hearings  before  the  Committee  on  Banking  and  Cur- 
rency of  the  United  States  Senate,  on  the  nomination  of  John  Skelton  Williams 
to  be  Comptroller  of  the  Currency,  in  which  letter  Mr.  Boiling  says :  "  I  wish  very 
specifically  and  emphatically  to  deny  the  statement  by  Mr.  Poole  that  I  went 
with  him  into  his  private  office  on  the  occasion  referred  to,  or  on  any  other 
occasion,  and  '  had  a  long  talk  *  with  him.  As  a  matter  of  fact,  I  was  never 
In  his  office  in  my  life." 

I  am  cashier  of  the  Federal  National  Bank  at  Washington,  D.  C,  and  have 
been  an  officer  of  that  bank  since  1913.  I  have  resided  in  Washington  for 
approximately  14  years.  On  January  5,  1918,  Mr.  R.  W.  Boiling,  in  person, 
brought  to  the  Federal  National  Bank  a  United  States  Shipping  Board  deposit 
of  $2,641,566.93.  Mr.  Boiling  did  not,  as  his  letter  states,  stand  at  the  receiving 
teller's  window,  but  handed  the  deposit  to  me  at  the  cashier's  desk  just  inside 
of  the  bank's  main  entrance.  While  Mr.  Boiling  and  I  were  standing  at  my 
desk  conversing,  Mr.  Poole,  of  the  bank,  Joined  us.  Almost  immediately  Mr. 
Boiling  and  Mr.  Poole  went  into  the  letter's  private  office,  which  is  located 
within  a  few  feet  of  my  desk,  and  Mr.  Boiling  remained  In  that  office,  to  my 
absolute  personal  knowledge,  in  conversation  with  Mr.  Poole  for  a  period  of 
time  certainly  not  leub  than  hulf  an  hour.  From  my  position  In  the  office  I 
could  even  see  the  chair  in  Mr.  Poole's  private  office  in  which  Mr.  Boiling  sat. 
Yours,  very  respectfully, 

Chas.  B.  Lyddane. 

And  I  produce  here  letter  of  the  same  date,  signed  by  Miss  Frances 
Barber,  private  secretary  to  the  president  of  uie  Federal  National 
Bank,  certifying  that  on  January  5,  1918,  on  that  very  date,  which 
was  a  Saturday,  there  was  dictated  to  her  by  Mr.  Poole  a  memoran- 
dum of  Mr.  Boiling's  visit  and  what  went  on  at  that  visit.  She  certi- 
fies in  this  letter  to  Senator  McLean  that  this  memorandum,  type- 
written by  her  at  that  time,  which  ?he  attaches  to  her  letter,  is  a 
correct  transcription  of  what  was  dictated : 

September  5,  1919. 
Hon.  George  P.  McLean, 

Chainnan  Banking  and  Currency  Committee. 

Untied  States  Senate,  Washington,  D.  C. 

Dear  Sib:  I  am  an  employee  of  the  Federal  National  Bank,  occupying  the 
position  of  secretary  to  the  president  I  remember  distinctly  the  day  on  which 
there  was  deposited  In  that  bank  for  the  account  of  the  United  States  Shipping 
Board  the  sum  of  $2,641,566.93,  the  exceedingly  unusual  size  of  the  deposit 
and  the  comment  exchanged  between* the  cashier  and  myself  when  it  was 
received  fixing  it  clearly  In  my  memory. 

On  the  afternoon  of  that  day  the  president  of  the  bank,  Mr.  John  Poole, 
personally  dictated  to  me  a  memorandum,  which  I  typed  from  my  shorthand 


920  NOMINATION  OF  JOHN  SKELTON  WIIXIAMS. 

notes,  and  the  original  of  which,  attached  to  this  letter,  I  hereby  verify  as 
being  correct  and  as  having  been  dictated  on  the  date  which  it  bean,  namely. 
January  5,  1919. 

Yours,  very  respectfully, 

Frances  Babbkr. 

Reserves:  You  have  been  told- that  the  Biggs  National  Bank  was 
short  in  its  reserves  in  violation  of  law.  The  law  on  the  subject  of 
reserves  is  found  in  section  51917  Revised  Statutes  of  the  United 
States,  which  provide  in  effect  for  a  25  per  cent  money  reserve,  and 
further  provi<£ : 

And  the  Comptroller  of  the  Currency  may  notify  any  association  (bank) 
whose  lawful  money  reserve  shall  be  below  the  amount  above  required  to  be 
kept  on  hand,  to  make  good  such  reserve ;  and  if  such  association  shall  fail  for 
30  days  thereafter  so  to  make  good  its  reserve  of  lawful  money,  the  comp- 
troller may,  with  the  concurrence  of  the  Secretary  of  the  Treasury,  appoint 
a  receiver — 

for  the  bank. 

There  was  nothing  in  the  law  about  "  average "  reserves  for  30 
days,  because  reserves  fall  down  and  go  up  in  the  most  carefully 
regulated  banks. 

Comptroller  Williams  includes  in  this  record  a  table,  which  upon 
superficial  examination  leads  the  reader  to  believe  that  the  Riggs 
Bank  had  been  on  several  occasions  short  fqr  30  days  in  its  reserve, 
in  violation  of  law ;  but  careful  examination  shows  that  what  he  has 
stated  is  that  the  bank's  reserve  did  not  "  average  "  25  per  cent  for 
the  30  days  preceding  the  date  he  g^ves.  In  other  words,  he  adopts 
that  method  to  again  create  a  false  impression.  To  illustrate,  if  the 
bank  on  25  days  was  over  in  its  reserves  and  on  5  days,  distributed 
throughout  the  month,  was  under  in  its  reserves,  so  that  the  average 
of  the  30  days  was,  let  us  say,  24£  instead  of  25  per  cent,  he  put  that 
in  the  record  here  as  a  basis  for  the  inference  that  there  was  a  dan- 

ferous   failure  to  maintain   reserves,  although  he  perfectly  well 
nows  that  the  law  nowhere  makes  reference  to  average  reserves 
maintained  in  a  period  of  30  days. 

This  action  of  the  comptroller  has  the  natural  result  that  only  by 
close  scrutiny  of  the  tables  he  produces  here  is  the  false  conclusion 
avoided.  Also  he  put  that  table  before  the  court  in  the  equity  pro- 
ceedings, and  when  I  attempted  to  meet  it  by  a  "  counter  affidavit " 
his  counsel  objected.  I  shall  now  insert  here  the  truth  on  this  sub- 
ject. Mr.  Joshua  Evans,  jr.,  for  a  great  many  years  has  been  em- 
ployed at  the  Riggs  National  Bank  and  is  its  cashier  now,  made  an 
affidavit  in  the  equity  case  responding  to  this  statement  of  Mr.  Wil- 
liams regarding  reserves,  and  at  the  same  time  responding  to  others 
of  his  charges,  which  affidavit  was  filed  in  court  and  was  material 
to  the  case.  In  it  Mr.  Evans  in  plain  terms  charges  that  Mr.  Wil- 
liams's affidavit  was  false,  and  set  forth  the  truth  on  the  subject 
I  lay  stress  on  that  for  this  reason:  The  Attorney  General  was 
quoted  as  having  said  that  the  Lammond  affidavit  and  the  Glover 
and  Flather  affidavit,  out  of  which  the  perjury  case  grew,  were 
diametrically  opposed  to  each  other,  that  both  could  not  be  true,  and 
that  an  indictment  necessarily  must  result.  I  will  now  show  that  in 
this  same  equity  case  John  Skelton  Williams's  affidavit  on  the  sub- 
ject of  reserves,  and  real  estate  loans,  and  some  other  subjects,  and 
Joshua  Evans's  affidavit  on  those  subjects,  were  diametrically  op- 
posed to  each  other,  and  that  Mr.  Evans,  in  his  affidavit,  in  express 
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terms,  stated  that  the  affidavit  of  Mr.  Williams  was  false.  If  Mr. 
Evans's  affidavit  was  not  true,  you  need  have  no  doubt  he  would 
have  long  since  been  indicted,  "because  that  affidavit  was  filed  in 
court ;  so  the  conclusion  is,  and  the  fact  also  is,  that  Mr.  Evans's  affi- 
davit was  true,  and  no  one  has  ever  heard  of  Mr.  Williams  having 
been  indicted  for  having  falsely  made  an  affidavit  in  the  equity  case. 
Mr.  Williams  has  placed  in  the  record  of  the  hearings  here  his 
affidavit.    I  place  here  before  you  the  affidavit  of  Mr.  Joshua  Evans: 


IN  THE   SUPREME  COURT  OF  THE  DISTRICT  OF  COLUMBIA. 

The  Rhjc.h  National  Bank,  of  Washington,  D.  C. 

vl 
John  Skelton  Williams,  Comptroller  of  the  Currency  ;  William 
Gibbs  McAdoo,  Secretary  of  the  Treasury;  John  Burke,  Treas- 
urer of  the  United  States. 


^Equity  No. 
?     33360. 


I,  Joshua  Evans,  jr.,  being  first  duly  sworn  according  to  law,  depose  and  say : 

I  am  assistant  cashier  of  the  Riggs  National  Bank,  of  Washington,  D.  C,  and 
have  been  employed  by  that  bank  since  its  organization  as  a  national  banking 
association. 

I  have  carefully  examined  Exhibits  D  (pts.  1  and  2),  G,  J,  and  A,  appended 
to  the  affidavit  of  John  Skelton  Williams  filed  in  this  cause  the  15th  day  of 
May,  1915,  and  submit  the  following  data  with  respect  to  the  subject  matters 
of  said  exhibits,  compiled  under  my  direction  from  the  records  of  the  Riggs 
National  Bank,  which  show  in  some  Instances  the  misleading  and  in  other  in- 
stances the  false  character  of  the  said  exhibits  made  part  of  his  affidavit  by 
the  said  defendant  Williams : 

Part  1  of  the  defendant  Williams's  Exhibit  D  as  found  on  page  55  of  the 
printed  copy  of  the  affidavit  of  said  defendant  is  as  follows : 

Shortages  in  reserve  on  day  of  report  of  condition  of  Riggs  National  Bank. 


Date. 


June  29, 1900. 
Sept.  15, 1902. 
Not.  25, 1902. 
Feb.  6, 1903.. 
June  9, 1903.. 
June  9,  1904.. 
Sept.  6,1904.. 
Jan.  29, 1906.. 
Sept.  4, 1908.. 
Jan.  26, 1907.. 
May  20, 1907.. 
July  15, 1908.. 
Not.  16, 1909. 
Jan.  31. 1910.. 
Mar.  29,  1910. 
June  30, 1910. 
Sept.  1,1910.. 
Nov.  10, 1910. 
Sept.  1. 1911.. 
F?b.  20, 1912. 
Apr.  18, 1912. 
June  14,  1912. 
Sept.  4, 1912.. 
Nov.  28, 1912. 
Feb.  4, 1913.. 
Apr.  4, 1913.. 
June  4, 1913.. 
Aug.  9, 1913.. 
Oct.  21, 1913.. 
Jan.  13, 1914.. 
Mar.  4, 1914.. 
June  30, 1914. 
Dee.  31, 1914. 
Mar.  4, 1915. . 


Cash. 


$46, 
178, 

HI, 

66, 

149, 

HI, 

3 
63, 

1, 

40, 

96, 

144, 

15, 

121, 

101, 

234, 

4, 

18, 

7, 

44, 

80, 

214, 

121, 

152, 

178, 

157, 

50D, 

282, 

178, 


545 
236 
1G1 
202 
332 
722 
234 
443 
850 
(33 
959 
006 
153 
238 
018 
716 
581 
727 
187 
547 
529 
292 
337 
015 
538 
009 
363 
384 
801 


21,834 


Agents. 


Total. 


$13,913 


$129,004 


182, 103 


363,720 


200,830 


23,326 


237,935 
17,835 


21,130 
196,217 
234,741 

16,523 


70,814 
237,618 
109,760 
389,950 
196,373 


430, 719 
303,514 
375,018 
211,980 
14,528 


Federal 

reserve 

bank. 


916,437 
15,092 


A  true  statement  of  the  cash  reserves  required  by  la,w  and  actually  on  hand 
In  bank  or  with  reserve  agents  on  the  dates  listed  by  the  defendant,  Williams, 
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CntMi 

Rwlred 

Aceot* 
held. 

»«Si,87S 

824,737 
848,137 
795,3* 
747,441 
741.  m 

743; 434 
MI.  159 
807,743 
S*4,02f 
708,088 
877,882 
8W.340 
MS,  177 
Ml,  823 

S7iiiaa 
(fa!  443 

1,037, 215 
7ft!!  403 

»,n 

l,0i*J8S$ 

l! 02*1 183 
957,827 
1,051,413 

l,om.9« 

1,007,980 

1809,113 
Ml.  501 

729 !  344 
591,060 

oso.OTs 

743,307 

o7t,mi 

740,308 
787,050 

G3l|0D4 
853,821 
718,841 

ssa.teo 

.'',-,   92 

;-'.«l 

w  .  iS3 

M    23 

l!u'        * 

f'v..V*7S 
•IU» 

Tli.dBT 
HI  '»8 

74 1  118 

in  7« 

s« 

S7l]l82 
922!  443 

'934)770 

889[tt« 
880,304 

1,044,888 

1, 051 !  113 
1,084,905 

111M441 

1. 118,071 

1,014.391 

778, 364 

l,B60,34i 

1,114,  an 
934,  *g 

l,0t<571 
1,380,181 

June  SO,  1910,  the  bunk  had  an  amount  exceeding  the  required  lawful  money 
reserve  with  reserve  agents,  and  an  amount  below  Its  required  lawful  reserve 
In  Its  own  vaults,  Its  total  actual  reserve  shortage  on  that  day  being  $56,481 
and  not  $333,720,  as  stated  by  the  defendant  Williams  In  part  1  of  his  Exhibit  D. 
To  make  the  statement  of  alleged  reserve  shortage  on  that  date  the  said  de- 
fendant Improperly  computed  reserve  on  $1,236,000  United  States  Government 
funds  then  deposited  with  the  plaintiff,  against  which  the  law  floes  not  require 
the  keeping  of  a  money  reserve;  the  actual  total  reserve  shortage  June  30,  1910, 
was  less  than  1  per  cent,  whereas  the  defendant  Williams,  in  his  false  exhibit, 
shows  the  same  at  more  than  6  per  cent. 

On  the  dates  in  tbe  above  table  thus  indicated  (xx)  the  defendant  Williams 
erroneously  states  tbe  reserve  figures  by  reason  of  his  Improper  inclusion  of 
Panama  Canal  deposits,  which  In  virtue  of  the  act  of  Congress  approved  August 
24,  1912,  were  not  thereafter  to  be  properly  Included  In  deposits  on  which  re- 
serve should  be  computed ;  on  September  4,  1912,  plaintiff  bank  had  an  excess 
of  $137,959  over  Its  required  reserve;  February  4.  1913,  It  had  an  excess  of 
$140,441  over  Its  required  reserve;  on  April  4,  1913,  It  had  an  excess  of  $510,281 
over  its  required  reserve;  in  three  of  the  remaining  four  dates  thus  marked 
(xx)  It  was  temporarily  short  its  required  reserve,  as  follows:  June  4,  1913. 
short  $74,976;  August  9,  1913.  short  $47,936;  October  21,  1913,  short  $48,420; 
while  on  December  6.  1912,  It  was  temporarily  short  In  Its  required  reserve 
$141,330. 

The  statement  contained  in  part  1  of  the  said  defendant's  Exhibit  D  to  the 
effect  that  the  plaintiff  bank  was  short  in  Its  reserve  with  the  Federal  Reserve 
Bank  on  December  31,  1914,  $16,437,  and  on  March  4,  1915,  $15,092  does  not  ac- 
cord with  the  fncts,  which  arc  thm  on  December  31,  1914,  the  plaintiff  bank 
was  required  to  have  In  Its  vaults  lawful  money  reserve  amounting  to  $447,967, 
and  on  sold  date  actually  held  in  Its  vaults  $S13,8u2;  on  that  date  plaintiff 
bank  was  required  to  have  oil  reserve  with  the  Federal  Reserve  Bank  $223,983, 
whereas  on  salil  date  It  hnd  on  deposit  with  snlrl  Federal  Reserve  Bank  $222,168, 
0  deficiency  of  only  $1,815,  and  not  of  $16,437,  as  stated  by  the  defendant  Wil- 
liams; on  March  4,  1915.  plaintiff  bank  was  require*!  to  have  as  lawful  money 
reserve  In  Its  vault  $485,471,  and  on  that  date  It,  In  fact,  had  in  its  vault  in 
lawful  money  reserve  $1,301,890.70;  on  said  date  It  was  required  to  have  with 
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the  Federal  Reserve  Bonk  $242,735,  and  on  that  date  it  had  with  the  Federal 
Reserve  Bank  $243,306,  so  that  on  said  date  it  had  an  excess  in  the  legal  re- 
serve required  both  In  its  vault  and  with  the  Federal  Reserve  Bank,  its  total 
excess  over  the  amount  required  by  law  being  $817,090,  whereas  the  defendant 
Williams  conveys  by  part  1  of  his  schedule  D  the  false  inference  that  it  was 
short  in  its  required  reserve  on  said  date;  it  will  Denoted  that  the  excess  in  the 
reserve  it  held  on  that  date  amounted  to  more  than  the  lawful  reserve  required 
of  it 

Part  2  of  the  said  defendant's  said  Exhibit  D,  as  the  same  appears  on  page  55 
of  the  printed  copy  of  his  affidavit,  is  as  follows : 

Table  showing  per  cent  of  average  reserve  for  30  days  prior  to  the  dates  of 

reports  of  condition  of  Riggs  National  Bank. 


Sept.  4,1906... 
Nov.  12, 1906. . 
Mar.  22, 1907... 
May  20, 1907... 
July  15, 190b... 
Feb  5,1909.... 
June  23, 1909... 
Nov.  16, 1909. . 
Jan.  31. 1910... 
Mar.  29, 1910... 
June  30, 1910... 
Sept.  1,1910... 
Nov.  10, 1910. . 
Jan.  7, 1911.... 
Mar.  7, 1911.... 
June  7,1911.... 
Sept.  1,1911... 
Dec.  5, 1911.... 
Feb  20,1912... 
Apr.  18, 1912... 
Juno  14, 1912... 
Sept.  4, 1912... 
Nov.  26, 1912.. 
Apr.  4, 1913.... 
June  4, 1913.... 
Aug.  9, 1913.... 
Oct.  21, 1913... 
Mar.  4, 1914.... 


Date. 


Cash. 


11. 
10. 
11. 
12. 
10. 
11. 
10. 
12. 


88 
85 
69 
41 
80 
65 
09 
40 


11. 
12. 
11. 
10. 

9. 

9. 
11. 
10. 
11. 
10. 
11. 

9. 

9. 
10. 
11. 
11. 
11. 
10. 
10. 


53 
09 
40 
20 
77 
36 
72 
77 
25 
19 
60 
40 
97 
31 
15 
05 
55 
13 
87 


Agents. 


11.90 


Total. 


24.80 


24.94 
23.72 


24.38 
24.81 


24.50 
24.43 


23.58 
24.18 
24.53 
24.33 


A  full  and  true  statement  on  the  subject  purporting  to  be  covered  by  said 
part  2  of  said  Exhibit  D  is  as  follows: 


Date. 


Sept.  4, 1906.. 
yov.  12,  1906. 
Mar.  22, 1907.. 
May  20, 1907.. 
July  15. 1908.. 
Feb.  5.  1909... 
Juno  23, 1909.. 
>'ov.  16,  1909. 
Jan.  31, 1910.. 
Mar.  29, 1910.. 
June  3D,  1910.. 
Sept.  1,  1910.. 
"ov.  10.  1910. 
Jan.  7, 1911... 
Mar.  7, 1911... 
June  7, 1911... 
Sept.  1, 1911.. 
Dec.  5,  1911. . . 
Feb.  20,  1912.. 
Apr.  IS,  1912.. 
June  14. 1912.. 
Sept.  4. 1912. . 
Nov.  26. 1912. 
\pr.4. 1913... 
June  4, 1913... 
.lug.  9,  1913... 
Oct.  21, 1913.. 
Mar.  4»  1914... 


15.16 

14.65 

16.44 

16.30 

27.30 

30.96 

19.13 

12.80 

11.905 

14.23 

13.55 

17.00 

14.74 

13.95 

22.85 

16.44 

14.00 

16.45 

14. 197 

13.21 

16.50 

14.53 

14.12 

14.10 

12.53 

12.63 

14.40 

13.46 


I 


Total. 


27.04 

25.50 

28.13 

28.71 

38.10 

42.61 

29.22 

25.20 

24.812 

25.76 

25.64 

28.40 

24.94 

23.72 

32.21 

28.16 

25.37 

27.70 

24.3(5 

24.  Kl 

25.90 

24.50 

24.43 

25.25 

23.58 

24.18 

24.53 

24.33 
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The  foregoing  figures  were  all  furnished  by  the  plaintiff  bank  to  the  Comp- 
troller of  the  Currency  on  the  dates  above  listed,  and  were  of  record  in  his 
office  at  the  time  he  prepared  and  made  part  of  his  affidavit  part  2  of  bis 
Exhibit  D. 

The  plaintiff  bank  does  a  large  business  with  Southern  correspondents,  who 
at  times  require,  to  meet  their  demand,  the  shipment  of  currency,  and  hence 
the  reserves  in  its  vaults  will  at  times  fall  below  12i  per  cent  of  its  total 
cash;  as  it  carries  a  large  large  part  of  its  lawful  reserve  on  deposit  in  New 
York  it  is  a  1  way 8  possible,  however,  by  telegraph  to  order  a  supply  to  replenish 
ttuy  temporary  deficiency,  and  seldom  does  the  deficiency  exist  for  more  > than 
a  day  or  two.  As  an  illustration  of  the  character  of  part  2  of  the  defendant 
Williams's  Exhibit  D,  it  should  be  stated  that  for  the  30  days  ending  January 
31,  1910  (as  to  which  period  the  defendant  falls  to  show  any  entry  of  the 
average  reserve  cash  in  rhe  vault  of  the  plaintiff  bank,  but  shows  an  average 
reserve  with  reserve  agents  of  11.90  as  against  the  law's  requirement  of  12.50), 
the  plaintiff  bank  was  over  In  its  reserve  on  the  5th,  6th,  7th,  8th,  9th,  10th, 
11th,  12th,  13th,  14th,  15th,  16th,  17th,  18th,  19th,  20th,  21st,  22d,  23d,  24th. 
25th,  26th,  27th,  and  28th  of  January,  1910.  Other  periods  of  30  days  might  be 
taken  as  illustration,  but  this  suffices. 

Referring  to  the  Defendant  Williams's  Exhibit  G,  which  appears  on  page  <K> 
of  the  printed  copy  of  his  affidavit,  this  affiant  says  that  it  is  true  that  on 
May  18,  1914,  the  total  of  all  of  its  loans  to  all  of  its  officers,  directors  and 
employees  was  $498,125,  but  it  is  likewise  true  that  the  total  loans  held  by 
the  plaintiff  bank  as  of  May  18.  1914,  amounted  to  $7,746,108.52,  so  that  the 
total  of  all  of  its  loans  to  all  of  its  directors,  officers,  and  employees  amounted 
to  only  6.43  per  cent  of  its  total  loans  on  said  date;  It  is  furthermore  true 
that  on  that  date  the  17  gentlemen  whose  names  appear  in  the  third  paragraph 
of  the  plaintiff  bank's  bill,  on  page  9  of  the  printed  copy  thereof,  were  directors 
of  said  bank,  many  of  them  actively  engaged  in  successful  business  enterprises 
requiring  and  justifying  the  making  of  loans. 

Referring  to  Exhibit  .7  to  the  defendant  Williams's  affidavit,  as  the  same 
appears  on  page  89  of  the  printed  copy  of  said  affidavit,  this  affiant  says  that 
the  truth  respecting  the  amount  of  loans  and  the  existence  and  amount  of 
overdrafts  as  of  May  18,  1914,  of  23  of  the  24  borrowers  referred  to  by  said 
defendant,  is  as  follows  (the  affiant  being  unable  to  identify  the  borrower 
given  as  "T,"  the  sixth  from  the  bottom  on  the  defendant's  Table  J,  is  com- 
pelled to  omit  the  same  from  the  following  statement)  : 


Name  of 
borrower. 

Amount  of 
overdraft. 

Amount  of 
loan. 

Value  of 

collateral 

held  by 

bank. 

Name  of 
borrower. 

Amount  of 
overdraft. 

Amount  of 
loan. 

Value  of 

collateral 

held  by 

bank. 

F 

$63,800 
63,500 

170,202 
55,000 
31,647 

206,307 
47.000 

125,787 
21,000 
46.666 
81,500 
72.792 
70,000 

$82,155 
69,000 

170,000 
78,750 
29,700 

241,597 
71,600 

252,840 
42,800 
57,550 

108,500 
98,000 

101,000 

P 

$123.45 
52.88 

$100,872 
28,622 
112,500 
289,500 
50,000 
58,250 
15,184 
24,000 
17,500 
23,000 

$135,000 

53,000 

300.852 

F 

P 

R 

T 

V 

W 

438,000 
67,500 

A 

M 

D 

P 

70,500 

D 

P 

45,000 
39,500 
34.800 

D 

N 

H 

F 

K 

N 

31,800 

T, 

y[ 

175.33 

1,779,629 

3,488,444 

M 

Exhibit  A  to  the  defendant  Williams's  affidavit  is  false  and  erroneous  in 
that  if  it  purports  to  set  forth  real  estate  loans  alleged  to  have  been  made  by  the 
Ulggs  National  Bank,  whereas  in  truthfulness  and  in  fact,  as  well  known  to 
the  said  defendant,  no  loans  have  been  made  by  the  Riggs  National  Bank  on 
real  estate,  and  the  loans  referred  to  by  him  were  such  as  were  incidentally 
and  collaterally  secured  by  notes  which  in  turn  were  secured  upon  real  estate, 
which  loans  were  not  forbidden  by  the  national  bank  act,  as  held  by  the  United 
States  Supreme  Court,  this  affiant  is  advised  and  believes,  in  Bank  v.  Matthews, 
(88  U.  S.,  621)  the  loans  so  listed  having  been  expressly  declared  to  be  lawful 
and  not  subject  to  criticism  by  the  Comptroller  of  the  Currency  to  national  bank 
examiners  in  a  formal  ruling  of  the  Comptroller  of  the  Currency  to  national 
bank  examiners  dated  and  Issued  January  11,  1910,  a  copy  of  which  the  defend 
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aDt  Williams  himself  litis  Included  in  a  printed  volume  entitled  "  Miscellaneous 
Letters  Relating  to  Correspondence  Between  the  Treasury  Department  and 
Riggs  National  Bank/'  volume  8,  on  pages  77  to  79  thereof. 
And  further  affiant  sayeth  not. 

Joshua  Evans,  Jr. 
Subscribed  and  sworn  to  before  me  this  17th  day  of  May,  1915. 

Bessie  B.  Sheehy, 
Notary  Public,  District  of  Columbia. 

On  this  subject  of  reserves  the  Honorable  Leslie  M.  Shaw,  being 
in  Indiana  shortly  after  the  time  I  appeared  before  this  committee 
last  July,  wired  me  as  follows: 

Thorntown,  Ind.,  July  25- 
Frank  J.  Hogan, 

811  Colorado  Building,  Washington,  D.  0. 
When  country  was  on  eve  of  greatest  panic  ever  seen  in  October,  1907,  X 
took  heroic  action.  Among  the  remedies  was  this :  I  told  the  banks  to  use  their 
last  dollar  of  reserve  if  necessary  and  I  would  protect  them,  exactly  as  the  law 
plainly  authorized  the  Secretary  to  do.  The  law  is  very  clear.  No  harm  can 
follow  encroachment  upon  reserve  except  with  approval  of  Secretary  of  Treas- 
ury. This  was  fully  intended  by  the  lawmakers  to  afford  elasticity,  exactly 
as  under  the  Federal  reserve  act  the  board  may  lower  the  reserve  whenever 
necessary.  Had  the  intent  of  the  law  been  followed  the  country  never  would 
have  had  a  panic. 

Senators,  it  will  be  remembered  it  was  because  the  banks  locked 
up  cash  that  we  had  the  1907  panic.  Reserves  in  a  bank  are  like  re- 
serves in  a  police  station,  to  be  used  when  they  are  needed.  There 
was  never  a  time  in  the  entire  history  of  the  Riggs  Bank  when 
there  was  more  than  a  temporary  depreciation  in  reserves,  and  that 
was  always  to  meet  the  legitimate  banking  requirements  of  their  cor- 
respondents. There  was  never  a  time  in  the  history  of  the  Riggs 
Bank  when  reserves  were  short,  even  a  fraction  of  1  per  cent,  for 
a  period  of  30  days,  as  forbidden  by  law. 

Directors'  oaths:  Mr.  Williams  has  said  in  this  record,  and  he 
stated  here  this  morning,  repeating  again,  that  there  were  several 
cases  where  the  directors  of  the  Riggs  National  Bank  were  found  not 
to  have  complied  with  the  law  on  the  subject  of  oaths  of  directors. 
I  will  not  characterize  that  statement  further  than  to  say  that  it  is 
just  simply  untrue.  In  the  entire  directorate  of  18  members  the  only 
instance,  and  that  by  oversight,  where  a  director  had  pledged  the 
10  shares  of  his  stock  which  he  should  have  kept  unhypothecated  was 
Mr.  Frank  Henry.  No  other  director  had  ever  overlooked  that  re- 
quirement of  law.  Mr.  Milton  E.  Ailes  had  never  failed  to  make  a 
correct  certificate  when  he  qualified  as  a  director.  All  that  a  director 
is  required  to  do  on  that  subject  is  to  make  oath  that  he  has  10  shares 
of  stock  unhypothecated,  and  at  no  time  was  Mr.  Ailes  or  any  other 
director,  except  Mr.  Henry's  certification  and  affidavit  on  that  sub- 
ject, improper  or  incorrect.  There  was  standing  in  Mr.  Ailes's 
name  quite  a  large  block  of  shares  of  stock  which  he  had  transferred 
to  the  other  gentlemen  who  had  purchased  Riggs  stock  at  the  same 
time  Mr.  Ailes  had  purchased  and  some  of  them  had  not  presented 
certificates  for  transfer  on  the  books  of  the  bank  and  therefore  the 
books  carried  Mr.  Ailes  as  owning  a  certain  number  of  shares  of 
stock,  but  Mr.  Ailes  had  never  made  any  statement  under  oath  or 
otherwise  that  was  not  perfectly  true;  and  when,  in  January,  1915, 
or  in  December,  1914,  Mr.  Williams  intimated  the  contrary,  Mr. 
Ailes  replied  to  him,  and  gave  him  the  truth,  and  as  he  has  in- 
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sorted  his  letter,  I  insert  Mr.  Ailes's  letter  of  January  2,  1915,  in  the 
record: 

Jahuaby  2,  1915. 

the  comptboller  of  the  curbency, 

Washington,  D.  C. 

Sib:  In  your  letter  of  December  29,  1914,  to  the  Iliggs  National  Bank  you 
say,  among  other  things : 

11  Director  M.  E.  Ailes  states  that  his  ownership  of  stock  in  the  Riggs  National 
Bank  at  the  time  that  he  took  the  oath  as  director,  January  15,  1914,  consisted 
of  certificate  No.  607  for  100  shares  and  No.  661  for  10  shares  of  'stock,  and 
yet  it  appears  that  Mr.  Ailes  swore  before  a  notary  public  on  January  19, 
1914,  his  holdings  amounted  to  1,117  shares ;  that  on  March  10,  1914,  he  swore 
before  a  notary  public  that  the  stock  owned  by  him  on  March  4,  1914,  amounted 
to  1,117  shares ;  that  again  on  July  8,  1914,  he  again  swore  to  the  ownership  on 
June  30, 1914,  of  1,117  shares.  On  September  16  It  appears  that  he  made  similar 
oath  before  a  notary  public  as  to  ownership  of  1,117  shares  on  September  12, 
1914 ;  and  that  on  November  6,  about  three  weeks  before  his  letter  of  December 
1,  he  again  swore  before  a  notary  public  that  he  owned  on  October  81,  1914, 
1,117  shares. 

"  Please  request  Mr.  Ailes  to  explain  at  once  these  apparent  discrepancies  In 
his  sworn  statements,  the  difference  Involving  the  ownership  of  more  than  1,000 
shares  of  the  stock  of  the  Riggs  National  Bank." 

In  the  above-quoted  paragraph  you  are  evidently  referring  to  the  five  u  state- 
ments of  condition  "  of  this  bank  made  during  the  year  1914,  which  statements, 
as  required  by  the  national-bank  act,  were  verified  by  the  oath  or  affirmation  of 
the  president  or  cashier  and  attested  by  the  signature  of  at  least  three  of  the 
directors.  My  function  as  a  director  as  to  u  attest,"  and  I  took  no  oath,  either 
before  a  notary  public  or  anyone  else,  of  any  kind  whatsoever. 

The  cashier  of  the  bank  correctly  reported  the  number  of  shares  of  stock  In 
the  Riggs  National  Bank  standing  in  my  name,  as  shown  by  its  stock  book.  It 
was  his  duty  to  report  ownership  as  shown  by  the  books,  and  it  was  my  duty  as 
a  director  to  "  attest n  that  his  transcription  had  been  correctly  made. 

There  were,  on  the  dates  given  by  you  in  the  above  paragraph,  1,117  shares  of 
the  capital  stock  of  the  Riggs  National  Bank  standing  in  my  name.  Of  these, 
110  shares  belonged  to  me  in  my  own  right,  as  stated  by  me  under  oath  in  my 
letter  to  you  dated  December  1,  1914,  and  the  remainder  had  theretofore  been 
duly  and  properly  assigned,  but  the  parties  to  whom  they  belong  have  not  had 
them  transferred  on  the  books  of  the  bank  to  their  own  names. 
Respectfully, 

M.  E.  Ailes. 

Now,  the  reason  that  1  asked  for  the  production  befort  this  com- 
mittee from  the  comptroller's  files  of  communications  on  the  subject 
of  directors'  oaths  to  any  other  banks  in  the  city  of  Washington  was 
this :  He  did  make  these  inquiries  of  other  banks  in  this  peculiar 
way — prior  to  the  passage  of  the  law  which  gave  the  Federal  Keserve 
Board  the  right  to  designate  what  banks  were  competitive,  so  that 
members  of  one  bank  board  should  not  be  on  the  other  bank  board, 
Air.  Ailes  was  a  membor  of  the  Bank  of  Washington  board,  as  well  as 
of  the  Riggs  National  Bank  board,  and  Mr.  Flather  was  a  member  of 
the  American  Seouri ty  &  Trust  Bank  board,  as  well  as  the  Riggs  Bank 
board.  When  Mr.  Williams  wrote  the  letter  requiring  each  member 
of  the  Riggs  board  of  directors  to  send  in  a  sworn  statement  as  to 
whether  or  not  he  had  ever  violated  his  oath  as  director  he  wrote  to 
the  National  Bank  of  Washington  and  to  the  American  Security  & 
Trust  Co.  to  ask  them  for  a  report  from  their  directors  as  to  the  stock 
which  they  owned  when  they  qualified.  Ho  was  not  interested  in  that, 
but  to  ask  them  for  a  report  from  such  of  their  directors  as  were  also 
directors  in  any  other  national  bank  in  Washington,  to  report  the 
number  of  shares  of  stock  owned  when  they  took  their  qualifying 
oaths. 
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The  reason  he  did  this  was  that  Mr.  Ailes  was  a  director  on  the 
Riggs  Bank  board  and  also  a  member  of  the  board  of  the  National 
Bank  of  Washington,  and  Mr.  Flather  in  addition  to  being  a  mem- 
ber of  the  Riggs  Bank  board  was  a  member  of  the  board  of  the 
American  Security  &  Trust  Co.  The  records  of  his  office  will  not 
show  that  he  wrote  any  such  letters  to  any  bank  or  trust  company 
in  Washington  on  the  board  of  which  there  was  not  a  gentleman 
who  also  happened  to  be  a  member  of  the  board  of  the  Riggs  Bank. 
When  I  requested  this  committee  a  few  days  ago  to  have  Mr.  Wil- 
liams produce  before  it  any  letters  written  by  him  to  other  national 
banks  in  Washington  on  the  subject  of  oaths  of  directors,  it  was 
for  the  purpose  of  having  before  you  from  the  official  records  them- 
selves, evidence  of  his  continual  discrimination  practiced  only 
against  Riggs  Bank  and  its  personnel.  Of  course  he  has  failed  to 
produce  any  communications  to  any  national  bank  in  Washington 
except  when  he  was  "reaching  for"  the  directors  of  the  Riggs  Bank. 

Senator  Frelinghuysen  asked  me  whether  or  not  the  account  of 
Mrs.  C.  C.  Glover  was  overdrawn  in  March,  1915,  when  Comptroller 
Williams  wrote  the  bank  commenting  on  the  fact  that  at  the  time 
of  the  national  bank  examiner's  report  in  1913  there  was  an  over- 
draft in  that  account  amounting  to  $6,000.  I  hereby  present  the 
original  ledger  accounts  of  Anna  [Mrs.  C.  C]  Glover,  and  of  C.  C. 
Glover.  They  show  that  at  no  time  in  1915,  when  the  comptroller's 
letter  was  written,  was  that  account  overdrawn. 

I  have  testified  here  before  that,  as  was  well  known  to  the  bank 
examiners  and  to  everybody  in  the  bank,  the  Anna  C.  Glover  ac- 
count was  a  housekeeping  account  of  Mrs.  C.  C.  Glover.  Mr.  Wil- 
liams, on  page  612,  part  8  of  these  hearings,  sweepingly  says  as 
regards  the  knowledge  of  others  that  both  of  these  were  Mr.  Glover's 
accounts : 

I  did  not  know  It,  nor  did  the  examiners  know  it,  nor  anybody  in  the  bank 
know  it.  nor  do  I  believe  it  was  true. 

That  is  characteristic.  I  present  here  now  the  ledger  sheet  I 
think  you  will  see  entry  after  entry  showing  from  time  to  time 
the  transfer  from  the  C.  C.  Glover  account  of  moneys  to  the  Anna 
C.  Glover  account,  indicating  by  the  bookkeeper  putting  the  initials 
"  C.  C.  G."  and  then  the  amount  transferred.  I  repeat  the  fact  that 
these  were  both  Mr.  Glover's  accounts,  and  that  the  one  on  which 
Mrs.  Glover  drew  checks  was  simply  the  housekeeping  account,  was 
known  throughout  the  bank.  I  repeat,  it  was  made  known  to  the 
national  bank  examiner,  and  was  part  of  the  information  in  the 
comptroller's  office,  and  I  repeat  that  the  C.  C.  Glover  account 
showed  a  balance  of  more  than  $26,000.  Lastly,  I  repeat,  that  the 
point  is,  that  approximately  two  years  after  the  matter  had  been 
reported,  for  no  purpose  whatever  except  that  of  slurring,  at  a 
time  when  there  was  no  overdraft  whatever  on  the  account,  Mr. 
Williams  wrote  his  comment  on  that  subject. 

Real  estate  loans:  Again  and  again  there  is  repeated  here  the 
charge  that  the  Riggs  National  Bank  made  real  estate  loans.  I  refer 
you  to  the  affidavit  of  Mr.  Joshua  Evans,  jr.,  already  inserted  in  this 
record,  on  that  subject.  You  will  find  in  the  volumes  of  correspond- 
ence repeated  sworn  statements  made  by  the  officers  of  the  bank 
which  snow  that  never  from  the  date  that  the  Riggs  Bank  became  a 
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national  institution  did  it  make  a  real  estate  loan.  True,  in  the  cor- 
respondence back  of  1909  between  the  bank  and  comptroller  certain 
loans  are  referred  to  as  real  estate  loans,  but,  as  has  already  been 
shown,  this  was  due  to  an  error  in  the  comptroller's  office  in  class- 
ing as  real  estate  loans  loans  which  were  in  fact  personal  but  in  con- 
nection with  which  the  borrower  had  given  as  collateral  notes  which 
he  owned  and  which  in  turn  were  secured  on  real  estate.  Comp- 
troller Murray,  in  the  light  of  a  decision  of  the  United  States  Su- 
preme Court,  ruled  that  the  practice  of  the  office  on  that  subject  had 
been  erroneous.  Mr.  Kane,  now  and  for  many  years  deputy  comp- 
troller, can  tell  you  that  the  present  rulings  of  the  office  of  the  comp- 
troller are  that  such  loans  are  not  real  estate  loans,  and  that  the  office 
now  rules  that  they  are  in  no  way  in  contravention  of  law. 

Excess  loans:  This  matter,  repeatedly  referred  to  by  the  comp- 
troller, can  be  dismissed  with  the  statement  that  never  from  May, 
1906,  down  to  the  time  Mr.  Williams  went  into  the  office  of  comp- 
troller in  1914  was  there  a  single,  solitary,  single  excess  loan  in 
Biggs  Bank.  He  can  not  produce  one  letter  from  any  comptroller  to 
the  Biggs  Bank  so  stating. 

•Prior  to  1906,  as  you  well  know,  the  law  permitted  loans  only  up 
to  10  per  cent  of  the  bank's  capital,  regardless  of  its  surplus.  The 
comptroller's  office  had  a  regular  form  to  be  sent  out  following  each 
bank  examination  on  the  heading  of  which  was  printed  the  words 
"  Excess  loans  "  so  general  were  such  loans  carried,  always  subject, 
however,  to  the  liability  of  the  bank's  officers  if  they  were  not  safe. 
In  June,  1906,  Congress  passed  a  law  providing  that  loans  should 
not  exceed  10  per  cent  of  the  capital  and  surplus,  and  never  since  that 
law  was  passed  has  there  been,  or  has  there  ever  been  intimated  that 
there  was,  excess  loans  made  by  Biggs  National  Bank.  How  far- 
fetched it  is  for  Comptroller  Williams  to  tell  you  that  one  of  the 
reasons  for  his  conduct  toward  the  Biggs  National  Bank  in  1914  to 
1916  was  that  under  the  old  law  prior  to  1906  there  had  been  some 
excess  loans  in  the  bank. 

Telephone  and  telegraph  wire  connections  between  the  Biggs  Na- 
tional Bank  and  bankers  and  brokers:  Under  subject  of  telegraph 
and  telephone  wires  connecting  the  Biggs  National  Bank  with  other 
banks  and  with  brokers'  offices,  the  record  has  been  clouded,  though 
the  facts  are  not  only  clear,  but  were  fully  known  to  Comptroller 
Williams.  The  whole  truth  on  that  subject,  as  well  known  to  him, 
is  as  follows : 

June  19,  1914,  Comptroller  Williams  directed  the  Biggs  National 
Bank  to  inform  him  "  under  oath,'*  whether  or  not  it  was  true  that  the 
Biggs  National  Bank  has  a  private  telegraph  line  connecting  it  with 
a  brokerage  house  or  houses  in  New  York.  To  this  inquiry  Mr. 
Glover,  the  bank's  president,  under  date  of  June  22,  1914,  promptly 
and  truthfully  responded : 

I  reply  that  there  is  in  the  Riggs  National  Bank  a  telegraph  instrument  which 
is  connected  by  means  of  a  wire  loop  with  the  office  at  729  Fifteenth  Street  NW., 
this  city,  of  James  B.  Colgate  &  Co..  hankers  and  brokers,  which  office  in  turn 
undoubtedly  has  wire  connection  with  their  office  in  New  York  City.  This 
instrument  is  maintained  and  operated  at  the  sole  expense  of  the  National  City 
Bank  of  New  York,  and  is  used  for  the  purpose  of  quick  communication  with 
that  hank  on  matters  of  mutual  business  interest.  It  is  not  and  has  not  been 
used  for  the  transmission  of  orders  for  the  purchase  or  sale  of  stocks  or  other 
securities  on  the  New  York  or  any  other  stock  exchange.    Through  courtesy. 
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Colgate  ft  Go.  have  accepted  and  delivered  messages  to  and  from  the  National 
City  Bank  of  New  York,  at  its  or  our  instance,  Involving  the  sale  to  that  bank 
or  the  purchase  from  it  of  United  States  and'  other  bonds  such  as  are  accepted 
by  the  United  States  Treasury  against  public  deposits.  None  of  these  transac- 
tions has  been  with  brokers,  but  with  the  National  City  Bank  only.  The  busi- 
ness to  which  your  inquiry  seems  to  relate,  namely,  the  making  of  investments 
for  -our  customers  through  the  medium  of  brokers  on  the  New  York  Stock 
Exchange,  or  elsewhere,  is  transacted  by  telephone,  and  orders  therefore  are 
given  to  any  one  of  several  local  representatives  of  New  York  Stock  Exchange 
bouses.  These  telephones  are  maintained  by  the  brokers  themselves  without 
expense  to  this  bank. 

It  will  be  noted  that  the  foregoing  information  was  given  Mr. 
Williams  under  date  of  June  22, 1914.  The  very  next  day,  June  23, 
Mr.  Williams  came  back  at  the  bank  with  a  long  characteristic  letter, 
opening  with  the  words, "  I  received  yesterday  afternoon  after  5  p.  m> 
your  president's  letter  of  the  22d  inst.,"  and  transmitting  to  the 
bank  in  quadruplicate  a  list  of  interrogatories,  16  in  number,  with  a 
demand  that  all  the  four  officers  answer  "these  interrogatories  under 
oath  before  a  notary  public,"  and  further,  that "  replies  to  such  other 
inquiries  as  may  be  contained  in  this  letter  be  also  made  under  oath 
and  signed  by  each  of  the  aforesaid  officers  of  the  Biggs  National 
Bank."  He  followed  this  on  June  29  by  advising  the  bank  that  a 
penalty  of  $100  per  day  was  imposed  on  it  for  each  day's  delay  in 
replying  to  these  interrogatories  of  his,  which  penalties,  he  took  care 
to  advise  the  bank,  were  "in  addition  to  fines  heretofore  imposed, 
as  per  previous  letters."  His  interrogatory  No.  12,  together  with 
the  answer  made  and  sworn  to  by  each  of  the  four  officers  of  the 
Riggs  Bank  to  that  interrogatory,  were  as  follows : 

Question  12.  Please  give  the  names  of  brokers  who  maintain  at  their  expense 
private  telephone  connections  with  your  bank,  and  state  generally  for  what 
purposes  such  connections  are  maintained. 

Answer  to  interrogatory  No.  12.  James  B.  Colgate  &  Co.  and  Lewis  Johnson 
ft  Co.,  at  their  request  and  at  their  expense,  maintained  and  do  maintain  private 
telephone  connections  with  offices  of  the  Riggs  National  Bank.  These  con* 
nections  are  maintained  generally  for  the  purpose .  of  enabling  our  officers 
to  give  orders  to  said  brokers  to  buy  or  sell  stocks,  bonds,  and  other  securities 
on  behalf  of  those  of  our  customers  who  request  us  to  do  so  and  to  get  informa- 
tion and  reports  on  stocks,  bonds,  and  other  securities  for  the  benefit  of  the 
customers  who  may  desire  our  officers  to  obtain  such  information  for  them. 

That  is  the  whole  truth  regarding  the  subject  of  telephone  and 
telegraphic  connections  with  the  Riggs  Bank  of  which  the  comp- 
troller nas  sought  to  make  so  much.  The  officers  of  this  bank,  like 
the  officers  of  banks  generally,  have  always  assisted  customers  in  the 
matter  of  their  investments.  I  have  quoted  the  record.  Anyone 
reading  it  will  appreciate  the  animus  that  must  have  directed  ah 
effort  to  distort  out  of  the  foregoing  facts  anything  of  an  improper 
nature. 

Penalties :  The  comptroller  has  insisted  before  this  committee  that 
the  only  penalty  he  subjected  the  Riggs  National  Bank  to  was  that 
amounting  to  $5,000,  which  he  sought  to  collect  on  April  1, 1915,  by 
directing  the  Treasurer  of  the  United  States  to  withhold  the  sum  of 
$5,000  due  the  bank  as  interest  on  its  Government  bonds.  Again  Mr. 
Williams's  efforts  now  to  convince  this  committee  that  he  imposed 
no  other  penalties  against  the  Riggs  Bank,  I  lay  before  you  the  fol- 
lowing quotations  from  his  own  language  in  communications  ad- 
dressed bv  him  to  the  bank. 
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On  June  15,  1914,  he  said: 

Please  take  notice  that  for  falling  to  make  and  transmit  to  this  office  the  spe- 
cial reports  called  for  in  the  letter  from  this  office  of  the  0th  instant,  *  •  * 
you  will  be  subject  to  a  penalty  of  $100,  for  each  day,  from  this  date,  inclusive* 
that  your  bank  delays  to  make  and  transmit  the  reports  called  for. 

On  June  19, 1914,  Mr.  Williams  wrote  the  bank : 

I  confirm  the. statement  contained  In  my  letter  of  the  15th  instant,  as  above 
quoted. 

On  June  23,  1914,  he  said: 

I  note  with  regret  that  you  apparently  do  not  appreciate  the  justice  of  the 
fine  of  $100  per  diem  which  has  been  imposed,  as  per  my  letter  of  June  15,  from 
and  including  that  date,  for  each  day's  delay  in  furnishing  certain  Information 
which  had  been  called  for. 

On  June  29, 1914,  he  said : 

Your  omission  to  furnish  the  information  called  for  over  your  president's 
signature,  therefore,  subjects  you  to  the  Imposition  of  a  fine  of  $100  per  diem 
from  this  date  for  this  delay,  in  addition  to  fines  heretofore  imposed,  as  per 
previous  letters. 

On  June  29, 1914  (the  same  date),  he  informed  the  bank: 

Under  sections  5211  and  5213  you  will  also  be  subject  to  further  penalties  for 
delay  in  supplying  reports  which  you  have  also  been  called  upon  to  submit  oyer 
the  signatures  of  other  executive  officers  of  your  bank. 

On  August  31, 1914,  he  stated  to  the  bank : 

You  have  not  furnished  the  special  reports  and  statements  called  for,  and  you 
are  hereby  notified  that  you  are  now  liable  for  the  per  diem  penalties  provided 
in  the  statute  as  to  each  one  of  the  several  statements  and  reports  caUed  for  in 
my  letter  to  you  of  August  18  and  also  in  my  letter  of  the  25th  instant 

November  19, 1914,  Mr.  Williams  wrote  the  bank: 

Again  reminding  you  of  the  penalties  which  you  have  incurred  and  are  in- 
curring *  *  *  I  again  call  upon  you  to  furnish  Immediately  the  special 
reports  and  statements  referred  to  in  my  letters  of  August  81,  August  26,  and 
August  18.  Let  this  information  be  furnished  under  oath,  over  the  signatures  of 
your  president,  your  two  vice  presidents,  and  your  cashier. 

December  5, 1914,  he  said,  "You  are  hereby  notified  that  in  accord- 
ance with  the  terms  of  sections  5211  and  5213  of  the  Revised  Statutes 
you  are  subject  to  a  penalty  of  $100  per  day  for  each  day  that  you 
withhold  the  reports  which  you  have  been  called  upon  to  furnish," 
referring  to  data  which  he  had  in  recent  letters  required,  in  addition 
to  the  volumes  of  data  which  for  more  than  six  months  were  being 
sent  to  him. 

February  11.  1915,  he  had  Deputy  Comptroller  Kane  write  the 
bank,  saying: 

The  comptroller  desires  me  to  notify  you  that  for  your  refusal  to  furnish  to 
this  office  the  report  called  for  in  the  letted  from  the  Comptroller  of  the  Cur- 
rency on  the  22d  ultimo,  you  are  liable  for  a  continuing  penalty  of  $100  per  day, 
as  set  forth  In  the  letter  of  the  22d  ultimo,  above  referred  to. 

On  March  9,  1915,  he  wrote  a  letter  demanding  additional  infor- 
mation and  advised  the  bank  that  it  was  a  "  continuing  penalty." 

On  March  30,  1915,  in  informing  the  bank  that  in  one  instance 
alone,  that  which  was  based  on  his  leter  of  January  22,  1915,  he 
called  upon  it  for  penalities  amounting  to  at  this  time  $5,000,  he  said: 
"  The  $5,000  assessment  imposed  as  above  stated  is  in  addition  to  all 
other  penalties  which  you  have  incurred  and  are  incurring,"  and 
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Senators,  the  foregoing  quotations  are  from  the  language  of  the 
public  omcial  who  now  tells  you  that  there  was  but  one  fine  against 
the  Riggs  Bank.  Why,  sirs,  in  the  very  teeth  of  his  present  denial 
is  his  own  language  of  September  24,  1914.  On  September  16  the 
Riggs  National  Bank,  having  naturally  become  concerned  by  Comp- 
troller Williams'  reiterated  statements  that  there  had  been  impressed 
upon  it  penalities  in  the  sum  of  $100  per  day  for  numerous  alleged 
failures  to  reply  precisely  as  he  demanded  to  his  endless  series  of 
letters,  transmitted  to  him  a  resolution  of  its  board  of  directors,  in 
which  it  was  "Resolved,  That  the  Comptroller  of  the  Currency  is 
respectfully  requested  to  inform  this  board  with  exactness  whether 
he  has  undertaken  to  impose  any  penalities  upon  this  bank  under  the 
provisions  of  said  section,  5211  and  5213  of  the  Revised  Statutes,  and, 
if  so,  the  dates,  etc.,'1  and  on  September  24  Mr.  Williams  responded 
to  this  respectful  request  for  information  in  the  following  words: 
a  In  reply  to  the  request  in  your  letter  of  the  16th  instant  that  I  in- 
form you  whether  this  officehas  undertaken  to  impose  any  penalities 
tinder  the  provisions  of  sections  5211  and  5213,  Revised  Statutes,  the 
dates  and  causes  for  said  penalities,  etc.,  you  are  referred  to  my 
previous  letters  and  the  record,  which  clearly  set  forth  the  position 
and  intentions  of  this  department  in  the  premises." 
•  As  I  have  heretofore  testified,  taking  his  own  statements  as  a  basis 
for  calculation,  at  the  time  the  bank's  equity  suit  was  filed  expert 
accountants  figured  that  the  total  of  these  accumulated  penalties 
had  then  reached  $160,000,  and  that  they  were  continuing  on  the 
basis  of  "  the  position  and  intention  of  this  department,9'  as  stated 
by  Mr.-  Williams  himself,  at  the  rate  of  $1,600  per  day.  He  now 
denies  that  the  bank  was  subject  to  any  but  one  penalty,  a  denial  that 
is  interesting  in  view  of  his  September,  1914,  statement  that  his 
"  previous  letters  and  the  record,  which  are  as  above  quoted  from, 
"clearly  set  forth  the  position  and  intentions "  of  his  department 
as  regards  the  penalties. 

Senator  Newberrt.  Is  there  any  possibility  that  he  said  "  assessed  n 
instead  of  "  imposed  "f 

Mr.  Hooan.  Oh,  Senator,  that  is  the  loophole  through  which  in 
this  hearing  he  has  sought  to  crawl.  In  his  letter  of  March  30, 1915, 
and  now  before  this  committee,  he  uses  that  word  u  assessed."  As 
you  will  observe  from  his  correspondence,  he  uses  the  expressions 
"imposed"  and  4t accrued "  and  ** accruing "  and  "subject  to 'V and 
"  continuing."  After  nine  months  advising  the  bank  that  penalties 
had  been  imposed  upon  it,  he  now  says,  in  fact,  that  his  "  previous 
letters  and  the  record  "did  not,  as  he  had  asserted,  "  clearly  set  forth 
the  position  and  intentions  of  the  department  in  the  premises,"  and 
that  the  only  word  that  was  effective  is  that  word  "  assessed  " — and 
that  is  what  has  now  been  suggested  to  you. 

The  Chairman.  Is  that  word  "  assessed  "  in  the  statute? 

Mr.  Hogan.  Yes,  sir;  in  this  sense:  The  statute  provides  that  for 
any  failure  to  render  certain  classes  of  reports,  specified  in  the  statute, 
the  bank  so  failing  "shall  be  subject"  to  a  penalty  of  $100  per  day, 
and  that  upon  the  failure  of  such  bank  to  pay  the  penalty  "  herein 
imposed,"  after  it  has  been  "  assessed  "  by  the  comptroller,  the  amount 
may  be  retained  upon  order  of  the  comptroller  out  of  interest  due  the 
bank  on  bonds.  In  that  sense  the  word  "  assessed  "  is  used  in  the 
statute. 
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The  Chairman.  I  assumed  it  wa& 

Mr.  Hooan.  The  Biggs  Bank  application  for  renewal  of  charter. 
I  will  detain  you  only  briefly  on  a  point  which  the  comptroller  says 
was  so  small  and  trivial  that  Mr.  Darlington  was  hard  pressed  when 
he  called  the  committee's  attention  to  it  The  comptroller  required 
the  bank  to  submit  two  applications  for  the  renewal  of  its  charter 
because  the  first  application,  which  was  dated  May  23,  1916,  re- 
quested that  the  charter  be  extended  until  June  27,  1936,  which  Mr. 
Williams  said  was  an  application  for  the  extension  for  "20  years 
and  1  day,"  whereas  the  application  should  be  for  *'  an  extension  of 
20  years  only."  When  I  advise  you  of  the  trouble  he  thus  put  the 
bank  authorities  to,  refusing  even  to  follow  the  Supreme  Court  de- 
cisions in  the  matter,  you  will  understand  why  Mr.  Darlington  re- 
ferred to  it. 

The  application  for  the  extension  of  the  charter  of  a  national 
bank  has  to  be  voted  on  by  the  stockholders,  not  by  the  directors, 
and  the  stockholders  of  the  Riggs  Bank  were  scattered  in  various 
parts  of  the  country).  This  was  more  than  usually  true  when  he 
called  attention  to  this  one-day  question  after  the  middle  of  June, 
when  many  of  the  stockholders  who  reside  in  Washington  had  left 
for  the  summer.  Mr.  Williams  absolutely  insisted  that  the  whole 
matter  of  getting  the  action  of  the  bank's  stockholders  on  the  appli- 
cation for  an  extension  of  its  charter  be  repented,  simply  because, 
as  he  said,  and  erroneously  said,  the  application  was  for  a  20  years 
and  1  day,"  whereas  it  should  have  been  for  "20  years  only."  He 
is  right  when  he  now  describes  that  thing  as  trivial  and  small.  It 
was  small.  It  was  petty.  But  it  was  the  smallness  and  pettiness  of 
Mr.  Williams,  not  of  the  bank  or  of  its  officers.  We  were  compelled 
to  go  back  to  the  stockholders,  communicate  with  them  throughout 
the  country,  and  get  up  a  new  application;  and  although  the  law 
laid  down  by  the  United  States  Supreme  Court,  that  in  computing 
time  you  omitted  the  first  day  and  included  the  last  day,  was  brought 
to  the  attention  of  Mr.  Williams  by  Mr.  Darlington,  he  received 
from  the  comptroller  the  response  in  substance  that  that  made  no 
difference  to  him  because  the  practice  of  his  office  was  to  count  the 
day  of  the  charter's  date,  a  statement  that  is  shown  to  have  been 
unfounded  by  the  records  of  his  own  office  on  the  extension  of  the 
charters  of  the  following  Washington  banks:  National  Bank  of 
Washington,  Second  National  Bank,  National  Metropolitan  Bank, 
as  well  as  banks  throughout  the  country,  some  of  which  received 
their  charter  extensions  the  very  month  in  1916  when  the  Biggs 
Bank  made  application  for  a  renewal  of  its  charter. 

I  do  not  know  how  many  times  in  the  record  of  the  hearing  here, 
but  over  and  over  again  Mr.  Williams  repeats  in  his  testimony  the 
statement  that  in  the  equity  case  Judge  McCoy  in  an  interlocutory 
decree  said  that  there  was  no  evidence  of  malice  on  his  part;  and  in 
a  letter  to  you,  Mr.  Chairman,  of  August  12,  1919,  in  which  the 
comptroller,  with  characteristic  modesty,  conveys  the  information 
that  he  is  quite  the  most  superior  comptroller  this  country  has  ever 
had,  he  states  that  "  I  have  heretofore  given  you  the  language  of  the 
court,  declaring  emphatically  that  there  was  no  evidence  of  con- 
spiracy or  malice  on  the  part  of  the  Secretary  of  the  Treasury  or  the 
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Comptroller  of  the  Currency  *  *  *."  Well,  I  can  dispose  of  that 
point  entirely  by  referring  you  to  what  actually  occurred,  as  shown 
by  the  equity  record.  The  statement  that  there  was  no  "  evidence  of 
malice"  might  accurately  be  broadened  into  a  statement  that  there 
was  no  evidence  in  the  case  at  all.  It  never  reached  the  point  where 
evidence  was  taken  or  was  admitted.  It  was  heard,  I  repeat,  on  pre- 
liminary motions  and  ex  parte  affidavits.  The  following  will  dispose 
of  this  mater  as  to  whether  there  was  "  evidence  of  malice  "  once  for 
all.  The  court,  in  colloquy  with  counsel,  had  made  the  statement 
upon  which  Mr.  Williams  relies,  and  on  May  22,  1915,  while  I  was 
addressing  the  court  on  that  subject,  the  following  transpired.  I 
refer  to  pages  669  and  670  of  the  equity  record.    [Reading:] 

.  Mr.  Hoo an.  Your  honor  knows  from  the  illustration  I  gave  you  here  that 
there  are  five  hundred  and  twenty  and  odd  pages  of  the  correspondence  be- 
tween the  bank  and  the  comptroller.  At  the  time  the  bill  was  written  there 
were  503,  and  it  is  so  alleged.  Tour-  honor  knows  that  the  bill  is  within,  I 
think  sixty-some  pages,  and  therefore  that  there  has  only  been  general  charac- 
terization of  the  character  of  the  actions  of  the  comptroller.  If  we  come  to  the 
merits  of  this  case  and  display,  as  in  the  evidence  we  will  have  to  display,  and 
which  it  would  not  be  proper  to  display  in  our  bill,  these  fifty  or  sixty  odd  let- 
ters from  the  comptroller,  taking  up  the  bulk  of  these  520  pages,  then  and  not 
until  then  would  it  be  possible  for  the  justice  presiding  in  this  court  and  in 
this  case  to  say  whether  or  not  there  is  in  that  correspondence  that  which  shows 
bad  faith,  arbitrarily  abuse  of  power,  and  malice  on  the  part  of  Mr.  Williams. 

The  Court.  That  is  true  on  the  merits,  but  I  am  called  on  to  pass  upon 
what  is  before  me  now. 

Mr.  Hooan.  Exactly. 

The  Court.  What  I  said — and  I  adhere  to  the  statement — is  that  to  me,  there 
Is  absolutely  nothing  here  to  show  bad  faith  on  this  record. 

Mr.  Hogan.  No ;  I  will  concede  that  The  charge  is  there,  and  the  evidence 
naturally  would  not  be  in  the  record. 

The  Court.  No. 

Of  course,  it  was  not  in  the  record;  there  was  nothing  in  the 
"record"  of  evidence  in  that  case;  we  were  never  able  to  reach  the 
point  where  the  case  was  tried  and  evidence  put  in  the  record,  and  you 
Know  why — because  you  know  how  its  dismissal  was  forced.  So  how 
can  any  intelligent  person  talk  here  to  you  about  a  court  that  had 
never  heard  any  evidence  deciding  that  there  was  no  evidence  of 
malice?  And,  of  course,  when  this  fact  was  called  to  Judge  McCoy's 
attention  he  had  to  say  he  was  not  deciding  the  case  on  its  merits, 
and  that  at  that  stage  of  the  case  "evidence"  could  not  properly  be 
in  the  record. 

While  I  am  on  the  subject  of  malice,  there  quite  naturally  comes 
to  my  mind  Comptroller  Williams's  persistent  attitude,  to  which  I 
have  heretofore  called  your  attention,,  toward  Mr.  George  G.  Hill,  a 
newspaper  correspondent  of  high  standing,  who  has  so  often  been 
mentioned  in  the  record.  Even  as  regards  this,  which  is,  of  course,  a 
collateral  matter,  we  find  Comptroller  Williams  before  this  commit- 
tee endeavoring  deliberately  to  create  a  false  impression,  an  endeavor 
which  was  not  successful  in  view  of  questions  which  you  propounded, 
Mr.  Chairman.  I  only  take  up  your  time  with  this  matter  of  Mr. 
Hill  because  ordinary  decency  and  fairness  requires  that  the  attempt 
to  besmirch  him  should  not  be  permitted  to  stand  unanswered. 

On  page  578,  volume  7,  of  this  committee's  hearings  on  the 
nomination  of  John  Skelton  Williams,  the  latter  was  referring  to 
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George  G.  Hill,  and  the  record  shows  that  the  following  occurred. 
[Beading :] 

Mf.  Williams.  •  •  •  Mr.  Hogan  praises  Mr.  Hill  and  proceeds  to  read 
Into  the  record  a  letter  from  Mr.  Root ;  but  I  call  your  attention  to  the  fact  that 
Mr.  Hogan  omitted  to  read  into  the  record  a  letter  from  Mr.  Hill's  former  em- 
ployers, the  New  York  Tribune,  who  were  familiar  with  his  work  and  who  saw 
fit  to  dispense  with  his  services.  A  letter  from  the  Tribune  would  perhaps  have 
been  more  significant  than  a  letter  from  others  who  may  never  have  employed 

him. 

The  Chairman.  Have  you  got  any  such  letter?  Do  you  know  anything  about 
any  such  letter? 

Mr.  Williamb.  Prom  whom? 

The  Ghaibman.  The  Tribane,  dismissing  him. 

Mr.  Williams.  I  do  not 

The  Chairman.  Well,  do  you  mean  to  insinuate  that  they  dismissed  him 

Mr.  Williams.  I  mean  to  say  that  he  separated  from  them  soon  after  this 
Incident. 

The  Chairman.  Oh,  well 

Had  it  not  been  for  your  questions,  Mr.  Chairman,  the  statements 
of  the  comptroller  would  have  left  the  impression,  entirely  false,  as 
I  will  show  you,  first  that  there  was  in  existence  no  such  letter  as  he 
referred  to  from  the  New  York  Tribune,  as  he  did  leave  in  the  record 
the  equally  false  impression  that  there  was  any  connection  between 
the  resignation  of  Mr.  Hill  as  correspondent  of  the  New  York 
Tribune  and  the  articles  which  Mr.  Hill,  in  the  course  of  his  em- 
ployment as  the  Washington  correspondent  of  that  paper,  wrote  to 
the  Tribune  in  1913  with  regard  to  certain  official  conduct  of  John 
Skelton  Williams.  % 

First,  on  the  subject  of  the  letter  from  the  Tribune,  I  present  here- 
with a  letter  from  Mr.  Clinton  W.  Gilbert,  a  member  of  the^  Senate 
Press  Gallery,  who  was  assistant  editor  of  the  Tribune,  with  full 
jurisdiction  over  that  newspaper's  Washington  bureau  at  the  time 
when  Mr.  Williams  intimates  Mr.  Hill  was  dismissed  by  that  news- 
paper because  of  his  articles  about  the  comptroller.  It  is  only  neces- 
sary to  present  the  letter.  It  so  completely  meets  the  situation  that 
comment  can  add  nothing. 

(The  letter  referred  to  oy  Mr.  Hogan  is  as  follows:) 

United  States  Senate  Prbsb  Gallehr, 

Washington,  D.  C,  August  14,  1919. 

Mr.  George  O.  Hill. 

DtiAR  STb:  I  was  assistant  editor  of  the  Tribune  nt  the  time  when  your  articles 
on  the  Munsey-Unlted  States  Trust  Go.  merger  were  printed  and  at  the  time 
about  a  year  later  when  you  resigned  from  the  Tribune,  and  I  am  pleased  to 
say  in  writing  what,  of  course,  you  already  know,  that  any  statement  that 
there  was  any  connection  between  the  two  is  wholly  untrue. 

As  I  had  full  jurisdiction  over  the  Washington  bureau  during  this  entire 
period,  I  am  in  a  position  to  speak  with  entire  authority. 
Sincerely,  yours, 

Clinton  W.  Gilbert. 

As  regards  Mr.  Williams*s  statement  that  Mr.  Hill  separated  from 
the  New  York  Tribune  soon  after  the  incident  of  writing  the  articles 
which  were  published  in  that  paper  about  the  comptroller,  the  truth 
is  interesting:  The  Tribune  articles  were  published  in  December, 
1913.  Mr.  Hill  was  Washington  correspondent  of  the  Tribune  until 
Qctpber  15,  1914.  That  does  not  look  like  he  "  separated  from  them 
soon  after  the  articles  were  published."  Though  that  is  a  sufficient 
answer  to  Mr.  Williams's  statement,  it  is  fair  to  add  that  in  the  mean- 
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time,  as  an  evidence  of  appreciation  by  the  Tribune  of  the  character 
of  Mr.  Hill's  services,  he  was,  subsequent  to  the  time  he  wrote  the 
articles  criticizing  Mr.  Williams,  assigned,  in  the  summer  of  1914, 
to  the  most  important  newspaper  assignment  in  this  country,  namely, 
to  report  for  the  New  York  Tribune  and  the  London  Times  the 
Mexican  mediation  conference  at  Niagara  Falls,  Mr.  Hill  being  the 
sole  correspondent  of  those  two  important  newspapers  assigned  to 
that  wort  And  not  until  the  fall  following  did  he  resign  from  the 
Tribune,  and  the  absolute  lack  of  any  connection  between  his  separa- 
tion from  that  newspaper  and  the  Williams's  articles  is  clearly  evi- 
denced by  the  letter  from  Mr.  Gilbert  which  I  have  just  read  to  vou. 

One  more  word  about  Mr.  Williams's  persecution  of  George  ftiU 
and  I  am  through  with  that  subject.  The  comptroller  occupies 
nearly  two  pages  in  your  record  (vol.  8%  pp.  581-583)  by  inserting 
one  of  his  long,  characteristic  letters,  written  December  30, 1918,  to 
the  managing  editor  of  the  Boston  Evening  Transcript,  with  which 
paper  Mr.  Hill  was  then  and  is  now  connected.  It  is  impossible  to 
read  that  letter  without  reaching  the  conclusion  that  he  hoped  by 
writing  it  to  "  separate  "  Mr.  Hill  from  that  employment.  It  is  un- 
necessary for  me  to  say,  gentlemen,  that,  as  you  are  fully  aware,  the 
Boston  Evening  Transcript  is  one  of  the  oldest,  most  reliable,  con- 
servative, and  honorable  newspapers  in  this  country.  To  that  paper 
Mr.  Williams  wrote  a  characteristic  letter  about  Mr.  Hill 

Senator  Newbebry.  Which  Mr.  Williams — Editor  Williams? 

Mr.  Hooan.  No :  not  the  Mr.  Williams  who  is  editor  of  the  Tran- 
script?  but  John  Skelton  Williams.  The.  editor  of  the  Transcript 
duly  investigated  the  charges  thus  presented  to  him  by  the  comp- 
troller, and  the  result  is — Mr.  Hill  still  retains  his  same  connection 
with  the  Boston  Transcript  that  he  then  had. 

Comptroller  Williams  invites  the  committee's  attention  to  what 
he  describes  as  propaganda  in  newspapers  adverse  to  his  further  re- 
tention in  public  office,  and  he  slurringly  refers  to  the  newspapers 
publishing  articles  against  him  as  "  unimportant  country  news- 
papers." My  own  opinion  is  that  country  newspapers  are  exceed- 
ingly important  mediums  of  information  and  education  in  this  land 
of  ours.  Mr.  Williams,  unable  to  refrain  from  charges  against  Mr. 
Hill,  says  that  while  he  has  not  yet  learned  definitely  that  Mr.  Hill 
wrote  the  articles  about  which  he  now  complains,  there  is  a  strong 
suspicion  that  Mr.  Hill  did  write  them.  Well,  Mr.  Hill  is  here  in  this 
room,  and  I  will  ask  him  to  answer  it.  Mr.  Hill  [addressing  Mr. 
Hill  in  the  committee  room],  in  the  year  1919,  during  the  time  these 
hearings  had  been  going  on  before  this  committee,  were  any  of  the 
editorials  or  newspaper  articles  which  have  been  inserted  in  this 
record  by  Comptroller  Williams  written  by  you,  or  were  you  directly 
or  indirectly  concerned  in  their  writing  or  their  publication? 

Mr.  Hill.  No. 

Mr.  Hog  an.  You  were  not? 

Mr.  Hill.  No. 

Senator  Newbeeby.  Mr.  Hogan,  do  you  care  to  take  up  the  causes 
that  led  up  to  the  resignation  of  Mr.  Flather,  the  cashier  of  the  Riggs 
Bank? 

Mr.  Hogan.  Yea,  sir ;  I  have  that  on  my  notes  here. 
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Senator  Newberry.  I  wish  you  would  clear  up  my  mind  about  that, 
and  also  whether  or  not  those  slips  that  were  put  on  the  spindle  in 
connection  with  the  Johnson  matter  had  anything  to  do  with  it. 

Mr.  Hogan.  I  will  do  that  right  away.    Tljat,  Senators,  brings  me 
to  the  exploded  but  constantly  repeated  charge  against  Mr.  Henry  H. 
Flather,  always  repeated,  however,  under  conditions  that  prevent  Mr. 
Flather  from  having  a  legal  remedy  for  the  libel  that  is  thus  com- 
mitted.   Mr.  Henry  H.  Flather  was  an  employee  and  officer  of  the 
Riggs  Bank  for  27  years.    He  was  born  in  this  city  and  lives  here 
to-day.    While  with  the  bank  he  handled  millions  and  millions  of 
dollars  of  the  money  of  the  bank's  depositors  and  correspondents. 
Despite  the  most  searching  auditing  of  nis  accounts  there  was  never 
one  dollar  of  shortage  or  any  kind  of  criticism  with  respect  to  his 
honest  and  honorable  handling  of  those  funds.    You  have  been  led 
to  believe  that  Mr.  Flather  resigned  because  he  had  been  indicted. 
That  is  not  true.   His  resignation  was  prior  to  the  indictment.    As  to 
what  brought  about  that  resignation,  as  the  resignation  was  written 
in  my  office,  as  I  arranged  that  matter  alone,  discussed  it  with  Mr. 
Flather,  and  handed  the  formal  resignation  to  the  president  of  the 
hank,  I  have  personal  knowledge  of  the  whole  transaction.    An  exam- 
ination which  we  had  made  in  August  and  September,  1915,  of  the 
books  of  Lewis  Johnson  &  Co.  disclosed  that  Mr.  Flather's  accounts 
there  were  of  a  speculative  character.    They  were  not  anything  con- 
nected with  the  bank.    They  were  things  in  his  own  account ;  but  they 
were  speculative,  and  showed,  in  addition  to  purchases  and  sales  on 
margin,  short  sales  of  stock.   As  an  individual  Mr.  Father,  of  course, 
had  a  perfect  right  to  have  such  transactions,  but  it  was  the  opinion 
of  the  bank's  directors,  the  other  officers  of  the  bank,  and  myself  as 
one  of  the  bank's  counsel,  that  a  bank  cashier  should  not  have  specu- 
lative accounts.    I  discussed  this  matter  with  Mr.  Flather;  told  him 
that  his  fellow  officers  did  not  approve  of  accounts  of  that  kind,  and 
that  they  were  not  transactions  which  a  bank  cashier  should  be  per- 
mitted to  indulge  in.  Mr.  Flather  said  that  if  the  bank  took  the  posi- 
tion that  he  could  not  speculate  with  his  own  funds  on  his  own 
account,  as  he  deemed  he  had  a  right  to  do,  he  would  resign.  '  In  the 
latter  part  of  September,  1915,  I  have  not  before  me  and  do  not 
remember  the  exact  date,  he  did  resign. 

The  charge  made  by  Mr.  Williams  and  by  his  counsel  to  the  effect 
that  Mr.  Flather  had  personally  profited  by  trading  against  cus- 
tomers' accounts  with  Lewis  Jolinson  &  Co;  was  fully  aired  in  the 
^riminal-rourt  proceedings.  All  of  the  evidence  upon  which  that 
charge  is  based  was  brought  out  by  the  prosecuting  officers  in  the  trial 
in  May.  1916.  Tn  the  arguments  to  the  jury  that  charge  was  dwelt 
upon  and  paraded  tafore  the  jury  bv  District  Attorney  Laskey  and 
Assistant  Attorney  General  Fitts.  They  attempted  to  make  all  the 
capital  out  of  it  possible.  It  fell  absolutely  flat.  It  was  made  and 
exploded  there. 

Now,  let  me  show  you  here  why  naturally  the  jury  did  not,  and  no 
impartial  tribunal  should,  believe  the  charge.  There  were  several 
thousand  stock  transactions  involved,  covering  a  long  period  of 
years.  Mr.  William?  and  his  assistants  pieced  together  various  en- 
tries in  a  few — I  think  as  many  as  a  dozen,  somewhere  in  that  neigh- 
borhood— I  do  not  remember  the  exact  number  of  these  transactions 
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which,  when  thus  pieced  together,  could  be  used  as  circumstantial 
evidence  upon  which  to  base  the  charge  that  Mr.  Flather  had  in 
these  few  and  isolater  instances  obtained  a  small  profit  which  ought 
to  have  gone  to  his  customers.  The  thing  was  perfectly  inconceivable 
and  unbelievable.  This  man  had  figured  in  thousands  of  financial 
tranactions,  he  dealt  with  millions,  his  opportunities  to  acquire  money 
dishonestly,  if  he  had  such  a  bent,  extended  over  years  and  were 
countless.  I  repeat,  this  is  a  charge  that  was  exploded  at  the  trial. 
If  Mr.  Flather  was  guilty  why  didn't  they  convince  the  jury  of  it? 

Now,  you  ask,  Senator  Newberry,  whether  there  had  been  de- 
stroyed any  papers  that  had  anything  to  do  with  this.  Not  to  my 
knowledge,  ever.  Nor  is  it  conceivable  how  there  could  be,  for  as  I 
have  already  told  you,  in  the  case  of  every  Lewis  Johnson  &  Co.  trans- 
action, every  paper  was  available.  The  statement  on  this  subject, 
which  naturally  brings  forth  your  question,  repeated  by  Comp- 
troller Williams  in  his  August  12,  1919,  letter  to  the  chairman  of 
this  committee,  that  Lewis  Johnson  &  Co.'s  advice  slips  were  de- 
stroyed, and  that  these  documents,  if  available,  would  have  aided 
in  establishing  the  guilt  of  Henry  Flather,  is  shown  to  be  so 
grossly  false  that  it  is  difficult  to  restrain  one's  self  from  character- 
izing him,  in  view  of  the  indisputable  fact  that  every  one  of  the 
papers  he  thus  refers  to,  if  we  say  nothing  about  those  found  in 
the  bank  and  produced  from  its  files,  were  correct  and  exactly  like 
entries  made  in  the  Lewis  Johnson  &  Co.  books,  all  of  "which 
were  in  the  possession  of  the  district  attorney's  office  and  under 
daily  examination  by  Comptroller  Williams's  examiners  from  the 
spring  of  1915  to  the  spring  of  1916.  There  was  never,  Senator  New- 
berry, to  my  knowledge,  so  far  as  I  know,  and  I  have  been  into  this 
case  with  a  fine-tooth  comb— there  was  never  any  document  de- 
stroyed or  secreted  or  suppressed  that  in  any  way,  shape,  manner, 
or  form  bore  on  or  supported  or  related  to  that  charge  made  against 
Mr.  Henry  H.  Flather. 

I  invite  your  attention  to  the  fact  that  the  charge  has  always 
been  most  carefully  made  in  some  privileged  form,  where  Mr.  Flather 
is  without  remedy  because  of  it,  that  is,  without  remedy  unless  he 
took  personally  into  his  own  hands  the  matter  of  seeking  a  remedy 
and  obtaining  out  of  Mr.  Williams  his  satisfaction,  which  an  in- 
dignant citizen  sometimes,  improperly  and  hot-headedly,  of  course, 
takes  in  such  cases.  And  in  that  connection  I  want  to  say  to  you, 
Senator,  that  I  have  at  times  had  an  herculean  task  to  induce  Mr. 
Henry  Flather  to  see  the  unwisdom  of  following  that,  the  only 
course  open  to  him  when  these  charges  have  been  repeated  since  his 
ncquittal  in  the  perjury  trial. 

While  on  this  subject  I  refer  again  to  the  statement  of  Comptroller 
Williams  in  his  letter  of  August  12,  1919.  to  the  chairman,  charging 
that  the  reason  I  suggested — that  the  515  pages  of  correspondence 
should  not  be  printed  in  the  record  here,  because  in  that  corre- 
spondence appears  the  names  of  persons  in  private  life  who  have  no 
possible  connection  with  this  matter — was  not  the  real  reason,  but 
that  the  publication  of  that  correspondence  would  disclose  fraudu- 
lent operations  of  Mr.  Henry  H.  Flather,  and  I  sav  to  you  again  that 
this  statement  is  a  fabrication  made  out  of  the  whole  cloth.  Tn  the 
515  pages  of  that  correspondence  you  will  not  find  a  single,  solitary 


938  NOMINATION   OF  JOHN  SKELTON   W1IJJAMS. 

word  or  document,  which  by  even  the  distortions  of  Mr.  Williams 
himself  will  show  a  single  fraudulent  operation  ever  charged  against 
Mr.  Flather.  I  say  again,  as  I  have  already  stated  to  Senator  Hen- 
derson here,  that  if  in  that  correspondence,  which  the  chairman  of 
this  committee  said  would  be  considered  in  executive  session,  but 
which  I  am  perfectly  willing  to  have  published  in  full,  with  the 
deleting  only  of  the  names  of  private  individuals  from  it,  which  cor- 
respondence I  have  shown  you  I  tried  to  get  before  the  court  in  the 
equity  case,  but  which  Mr.  Untermyer  objected  to  having  presented 
to  the  court — if  there  is  one  single,  solitary  line,  word,  charge,  evi- 
dence, or  document  which  by  any  possible  construction  shows  that 
Henry  H.  Flather  was  guilty  of  any  fraudulent  operation  with  re- 
spect to  any  customer,  either  of  the  bank  or  of  his  own,  let  Mr.  Wil- 
liams, who  has  already  inserted  in  this  record  page  after  page  of 
that  correspondence,  point  it  out  and  put  it  in  this  record.  It  just 
is  not  there.  That  infamous  charge  was  never  made  or  suggested 
in  that  correspondence. 

It  is  perhaps  unnecessary  for  me  to  add  that  the  Riggs  Bank  offi- 
cers, other  than  the  cashier,  did  not  know  themselves  of  what  I  have 
termed  the  speculative  account  carried  by  Mr.  Henry  Flather  with 
Lewis  Johnson  &  Co.,  until  after  the  equity  suit  had  been  argued. 

More  than  that,  Senator,  in  response  to  Mr.  Williams's  attempt  to 
have  you  believe  that  one  of  the  reasons  why  he  was  hounding  the 
Riggs  Bank  from  June,  1914,  to  April,  1915,  until  he  was  stopped  by 
the  filing  of  the  equity  suit,  was  because  Henry  Flather  had  defraud- 
ed some  customer  or  client  in  stock  transactions,  I  tell  you  that  he 
does  not  speak  the  truth,  because  the  fact  is,  and  the  record  conclu- 
sively proves  it,  that  Mr.  Williams  did  not  know  and  was  not  familiar 
with  a  single  entry  in  the  Lewis  Johnson  &  Co.  accounts  until  after 
the  equity  suit  was  filed. 

Senator  Newberry.  In  Mr.  Laskey's  testimony  before  the  com- 
mittee, he  made  some  statement — I  do  not  think  it  is  particularly 
important  now — about  Mr.  Flather  making  a  profit  on  his  own 
account. 

Mr.  Hogan.  Mr.  Laskey  charged  that  in  the  criminal  court  pro- 
ceedings at  the  trial  which  was  conducted  in  May,  1916,  a  year  after 
the  equity  case  had  been  argued.  Indeed,  Mr.  Laskej'  made  that  the 
big  issue  in  the  criminal  proceedings.  In  his  opening  statement  and 
in  his  closing  argument,  he  insisted  that  Mr.  Flather  had  improper- 
ly made  a  profit  out  of  customers'  stock  transactions,  and  he  charged 
that  that  was  one  of  the  reasons  why  Mr.  Flather  made  the  dis- 
puted affidavit.  He  laid  great  stress  upon  that  as  the  motive  for  the 
commission  of  perjury, — and  a  jury  of  American  citizens  answered 
it;  and  I  will  take  the  answer  of  such  a  jury  any  time  against  any- 
thing John  Skelton  Williams  says.  Not  only  did  the  jury  answer  "it 
by  their  verdict,  but  when  they  had  returned  to  the  court  room  and 
announced  the  acquittal  of  Mr.  Flather  and  his  codefendant,  man 
after  man  of  the  12  jurors  went  over  to  Mr.  Flather,  shook  his 
hand  and  expressed  their  confidence  in  him  and  assured  him  they  did 
not  believe  the  charge. 

Senator  Newberry.  How  was  the  matter  of  the  Bennett  affidavit 
in  regard  to  Mr.  Flather  disposed  of? 

Mr.  Hogan.  It  never  was  disposed  of.  You  will  remember  that 
that  affidavit  was  filed  in  the  equity  proceedings  and  the  equity 
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case  was  never  allowed  to  come  to  a  trial;  as  a  condition  to  getting 
the  charter  renewed,  the  bank  was  forced  to  dismiss  that  suit,  and 
so  it  was  never  tried,  and  that  ended  the  matter  of  the  Bennett 
affidavit. 

I  will  not  detain  you,  Senators,  by  any  further  reference  to  the 
comptroller's  treatment  of  the  Eiggs  National  Bank  and  its  officers. 
For  him  to  attempt  to  deny  that  he  sought  to  ruin  and  wreck  this 
bank  is  to  attempt  to  deny  the  obvious. 

With  your  permission,  I  will  refer,  in  conclusion,  to  a  few  general 
matters  brought  into  this  record  by  Mr.  Williams  in  support  of  the 
efficiency  and  the  effectiveness  of  his  administration  as  comptroller. 
Repeatedly  he  has  told  us  that  since  January  1,  1918,  during  the 
stress  and  strain  of  war,  there  were  only  two  national-bank  failures, 
and  he  modestly  points  to  that  as  an  astounding  record  for  which  he 
is  entitled  to  credit.  Well,  instead  of  taking  a  period  of  inflated 
prosperity,  when  billions  of  dollars  raised  by  bond  issues  were  ex- 
pended in  all  kinds  of  industries,  finding  their  way  into  bank  de- 
posits, greatly  increasing  bank  resources,  making  not  only  bank 
failures  but  commercial  failures  exceedingly  scarce,  I  say  that  instead 
of  taking  a  period  of  inflation,  suppose  we  take  a  normal  period  as 
fairer  evidence  of  the  record  during  this  comptroller's  administra- 
tion. I  do  not  say  that  many  bank  failures  means  that  the  comp- 
troller has  not  been  efficient,  but  I  do  say  that  if  that  is  the 
standard — and  Mr.  Williams  is  the  one  who  has  set  it  up — then  by 
his  own  standard  again  he  falls. 

Turning  to  the  statistics  in  the  annual  reports  of  the  comptroller, 
it  will  be  found  that  in  the  four  years  of  the  Taft  administration, 
from  March,  1909,  to  March,  1913,  there  were  23  receivers  ap- 
pointed for  insolvent  national  banks,  whereas  during  the  four  years 
which  represent  the  first  term  of  Mr.  Wilson,  March  4,  1913,  to 
Match  3,  1917,  there  were^  58  receivers  appointed  for  insolvent 
banks.  In  other  words,  taking  these  two  four-year  periods,  fairly 
normal,  for  comparative  purposes,  during  which,  while  there  was 
no  stress  and  strain  or  war,  there  also  was  no  tremendously  in- 
flated prosperity,  you  will  find  that  the  official  figures  from  the 
records  in  the  comptroller's  office  show  that  there  were  two  and 
one-half  times  as  many  national  bank  failures  in  the  first  four 
years  of  Wilson's  administration  as  there  were  in  the  four  years 
of  Taft's  administration.  Following  the  logic  of  the  standard 
which  Mr.  Williams  himself  has  given,  the  official  record  shows 
that  in  the  54  years  which  have  elapsed  since  the  establishment  of 
the  national  banking  system,  1865  to  1918,  inclusive,  there  was  a 
grand  total  of  588  receivers  for  insolvent  national  banks,  an  average 
of  a  little  less  than  11  each  year.  In  the  first  four  years  of  Comp- 
troller Williams's  administration  there  were  58  receivers,  an  average 
of  a  little  less  than  15  per  year.  In  other  words,  taking  Comp- 
troller Williams's  own  standard  to  judge  his  administration  by. 
we  find  that  during  his  administration,  prior  to  the  time  when 
war  prosperity  helped,  national  banks  were  failing  on  an  average 
of  nearlv  50  per  cent  more  each  year  than  the  theretofore  estab- 
lished average. 

Now,  Senators,  these  figures  I  give  you  are  in  line  with  the  way 
Mr.  Williams  attempts  to  establish  comparisons  by  statistics.  Per- 
sonally I  am  frank  to  say  that  I  do  not  think  very  much  of  the  en- 
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lightening  value  of  such  statistics.  Throughout  this  record,  Mr. 
Williams  has  given  vou  statistics  which  show  the  truth  of  the  state- 
ment of  O.  Henry,  from  whom  I  quote,  a  statement  that  is  apropos 
here :  "  What  you've  got  is  statistics,  the  lowest  grade  of  information 
that  exists." 

Turn  to  the  subject  of  Government  deposits  in  Washington  banks. 
Mr.  Williams  has  pointed  out  that  under  previous  administrations  the 
Riggs  Bank  was  favored  in  the  matter  of  Government  deposits. 
Senator  Calder  asked  several  times  that  Mr,  Williams  bring  here  and 
put  into  the  record  a  statement  showing  the  deposits  in  all  national 
banks  in  Washington  during  his  administration.  Mr.^  Wiliams  re- 
sponded to  that  request  with  an  elaborate  amount  of  misleading  sta- 
tistical information  to  show  the  percentage  of  Government  deposits 
to  the  resources  of  each  national  bank  having  such  deposits.  His 
response  to  Senator  Calder's  request  for  information  was,  as  habitu- 
ally, a  half  truth,  because  he  omitted  from  the  figures  he  used  the 
Isthmian  Canal  Commission  and  the  Philippine  Island  deposit, 
which  are  as  a  rule  in  normal  times  the  largest  Government  deposits 
in  Washington  banks,  and  which  have  been  kept  since  1914  in  the 
Commercial  National  Bank.  He  will  probably  claim  that  he  does 
not  classify  the  Panama  Canal  and  Philippine  deposits  as  Govern- 
ment deposits.  That  is  precisely  what  they  are,  nevertheless;  so  much 
so  that  the  law  provides  that  a  bank  having  Panama  Canal  deposits 
need  not  take  into  account,  in  calculating  the  amount  of  those  de- 

{>osits  in  arriving  at  the  percentage  of  reserve  to  be  maintained,  the 
aw  providing  that  such  deposits  shall  in  that  respect  be  treated 
precisely  as  other  Government  deposits. 

Let  me  show  you  what  the  real  figures  on  this  account  are:  In 
December,  1916 — and  I  take  my  figures  from  the  official  report  in  the 
Comptroller's  office,  a  copy  of  which  the  law  requires  to  be  pub- 
lished— the  Commercial  National  Bank  had  Government  deposits 
including  Panama  Canal,  Philippine,  and  all  Government  deposits, 
amounting  to  $2,080,000.  At  this  same  time  all  the  other  13  national 
banks  in  the  District  had  $1,085,000  of  Government  funds  on  deposit. 
The  average  of  the  13  national  banks  in  the  District  was  $83,400  of 
Government  deposits  against  the  Commercial  Bank's  deposit  of 
$2,080,000.  Taking  Mr.  Williams's  own  method  of  presenting  mat- 
ters of  this  kind,  this  state  of  affairs  shows  this :  In  December,  1916, 
the  Commercial  National  Bank's  resources  totaled  $10,220,000;  the 
resources  of  all  other  national  banks  in  Washington  totaled  at  that 
time  $61,099,000,  so  that  the  total  of  Government  deposits  in  IS 
national  banks  in  this  city  amounted  to  1£  per  cent  of  their  resources, 
while  at  the  same  time  the  Commercial  National  Bank  had  Govern- 
ment deposits  amounting  to  20  per  cent  of  its  resources.  That  is  what 
the  kind  of  statistics  that  Mr.  Williams  is  an  expert  in  preparing 
for  you  show  on  this  point.  May  I  borrow  one  of  Mr.  Williams's  own 
expressions  and  ask,  "  If  that  is  not  favoritism,  what  is?  " 

The  Commercial  National  Bank  was,  during  the  period  1914-1916, 
inclusive,  notorious  and  conspicuous  in  this  community  for  failure  to 
maintain  its  reserves,  not  only  reserves  on  the  basis  of  "the  25  per  cent 
requirement  under  the  law  before  it  was  amended  in  December,  191*, 
but  reserves  even  when  the  law  reduced  the  amount  required  to  15  per 
cent.    At  the  same  time  that  bank  was  conspicuous  for  being  favored 
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bjr  Mr.  Williams  with  the  largest  Government  deposit  in  the  Dis- 
trict- His  rules  seem  to  be  that  as  a  bank  continues  to  fail  in  its 
reserves,  it  should  come  up  in  Government  funds;  and  as  the  pub- 
lished official  reports  show,  that  bank,  the  recipient  of  his  favors  when 
he  was  hounding  and  discriminating  against  the  Riggs  National 
Bank,  was  continuously  violating  the  law  as  regards  borrowing  an 
amount  in  excess  of  the  amount  it  was  legally  allowed  to  borrow.  The 
Riggs  National  Bank  has  never  complained  of  strict  supervision.  No 
decentlv  run  bank  does,  but  the  record  of  Comptroller  Williams  is 
that  of  persistent  persecution  toward  some  banks  and  favoritism 
toward  others,  or,  what  is  the  equivalent  of  favoritism,  neglect  to 
compel  compliance  with  the  requirements  of  the  law  on  the  part  of 
some  banks. 

You  have  been  told,  Senators,  that  while  there  are  some  25,000  bank 
officers,  a  comparatively  few  persons  have  appeared  here  to  testify 
against  Mr.  Williams.  Far  more  ominous  is  the  silence  of  bank  offi- 
cials. Mr.  Williams  calls  attention  to  the  fact  that  he  has  been  under 
investigation  for  six  months.  During  that  six  months  bankers'  asso- 
ciations throughout  the  land  have  met  and  have  adjourned  in  silence. 
It  is  easy  to  pass  resolutions  of  commendation,  and  if  while  under  this 
investigation  this  comptroller's  administration  had  been  worthy  of 
commendation;  you  would  have  been  deluged  by  resolutions  from 
bankers'  associations  commending  that  administration.  It  is  the  si- 
lence of  the  national-bank  officers;  it  is  the  silence  of  bankers'  asso- 
ciations throughout  the  country  that  is  ominous  in  this  case.  To  have 
come  forward  and  testified  against  him  meant  to  subject  one's  self  to 
becoming  the  target  of  his  intemperate  denunciation  and  insatiable 
hostility.  Only  recently,  I  am  informed,  in  the  State  of  Virginia,  the 
comptroller's  own  State,  the  bankers  met  in  convention.  They  must 
have  known  of  this  investigation  of  the  comptroller's  administration. 
They  adjourned  without  sending  what  might  have  had  some  effect 
here  upon  the  minds  of  Senators,  a  resolution  commending  Mr.  Wil-< 
Hams,  if  in  the  light  of  his  official  conduct  they  could  have  even 
thought  of  passing  such  a  resolution. 

The  Chairman.  Naturally,  I  do  not  think  it  would  be  supposed 
they  would  express  an  opinion  one  way  or  the  other.  I  am  frank 
to  say  that. 

Mr.  Hooan.  The  bankers'  fear  to  come  forward  and  openly  criti- 
cize Comptroller  Williams  is  known  of  all  men.  Indeed,  to  appeal 
to  the  court  for  a  construction  of  his  powers  was,  as  you  will  recall, 
termed  "  temerity  "  by  John  Skelton  Williams  himself  in  a  formal 
statement  he  issued  to  the  public  press  on  April  15,  1915,  the  day 
after  that  date  on  which  the  Riggs  National  Bank,  refusing  to  longer 
submit  to  his  persecution,  brought  him  to  the  bar  of  court. 

The  Chairman.  We  will  suspend  now,  and  if  there  is  any  matter 
that  you  wish  to  call  to  the  attention  of  the  committee  later  you  may 
do  so;  we  can  not  close  the  hearing  to-day;  it  is  possible  there  will, 
be  another  witness  here  next  Tuesday,  if  we  do  not  close  the  hearing 
before  that  date,  and  it  is  also  possible  that  Mr.  Williams  will  want 
to  see  the  concluding  statement  after  it  is  printed,  and  the  committee 
may  think  it  best  to  give  him  opportunity  to  controvert  some  spe- 
cific new  matter  that  may  have  been  introduced.    I  do  not  know 


942  NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 

about  that;  that  will  be  for  the  committee  to  decide  when  the  time 
comes. 

Senator  Newberhy.  Mr.  Williams,  if  not  too  much  work,  in  order 
to  clear  it  up  in  my  own  mind,  will  you,  before  the  hearing  is  finally 
dosed,  insert  a  statement  showing  the  total  number  of  banks  that 
were  not  examined  twice  a  }rear  since  you  have  been  comptroller? 

Mr.  Williams.  I  will  say  this,  Mr.  Chairman  and  gentlemen,  that 
the  examinations  of  banks  under  my  administration  nave  been  very 
much  more  efficient  and  effective  than  they  have  been  before.  The 
results,  I  think,  show  that.  Under  the  old  system  you  probably 
know  the  bank  examiners  were  given  a  fixed  fee,  and  it  was  their 
object  to  get  into  a  bank  and  get  out  of  it  as  soon  as  possible.  Now 
they  are  on  salaries,  and  they  stay  in  and  make  their  work  much  more 
complete  and  much  more  thorough,  and  the  efficiency  of  the  exam- 
ination has  increased  so  greatly  that  in  some  of  the  larger  cities  of  the 
country  the  clearing  house  associations  have  given  up  the  clearing- 
house examiner  the  formerly  retained  and  are  satisfied  with  the  ex- 
amination made  by  the  national-bank  examiners.  I  remember  espe- 
cially the  city  of  San  Francisco,  where*  that  was  done  several  years 
ago. 

The  Chairman.  This  hearing  will  be  adjourned  until  Tuesday 
next  at  10  o'clock.  If  possible,  Mr.  Williams,  Mr.  Cromwell  will  be 
here  then.    I  am  not  certain. 

Mr.  Williams.  Mr.  Chairman,  may  I  say  just  one  word  before  we 
adjourn?  I  see  we  have  Representative  McFadden  here.  I  have 
only  met  him  once  in  my  office,  when  he  called  to  discuss  matters  in 
his  bank.  He  has  made  serious  charges  against  the  comptroller  on 
the  floor  of  the  House.  May  I  ask  that  he  come  before  this  com- 
mittee or  withdraw  his  charges? 

The  Chairman.  No  ;  we  will  not  go  into  that  now. 

(Whereupon,  at  5.40  o'clock  p.  m..  the  committee  adjourned  until 
Tuesday,  September  9, 1919,  at  10  o'clock  a.  m.) 

Treasury  Department, 

OFFICK  OP  CoMPTKOIXEB  OF  THE  CUBMWfCT, 

}Ya*hmgtonJ  September  22,  1919. 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United  States  Senate. 

Dear  Sir:  At  the  hearing  before  your  committee  on  the  5th  Instant  I  sub- 
mitted figures  in  some  detail  as  to  the  number  of  national-bank  examinations 
in  the  years  1914,  1915,  191G,  1917,  and  1918,  the  number  of  banks  in  operation 
as  of  June  30  in  each  year,  und  I  gave  the  percentage  which  the  total  number  of 
examinations  made  each  year  bore  to  the  number  which  would  have  been 
made  If  all  banks  had  been  examined  twice  per  annum.  Senator  Newberry 
has  asked  that  I  furnish  an  additional  statement  as  to  the  exact  number 
of  national  banks  not  examined  twice  in  those  years,  and  I  take  pleasure  in 
giving  you  the  following  additional  data: 

The  Federal  Reserve  Act  required  all  national  banks  which  were  members 
of  the  system  to  be  examined  twice  each  year,  but  this  provision  did  not  become 
operative  until  the  inauguration  of.  the  Federal  Reserve  System,  November  16, 
1914.  The  first  calendar  year  after  the  law  took  effect  was  therefore  the 
year  1915. 

For  that  year,  1915,  the  year  which  marked  the  beginning  of  the  new  system 
of  examination  under  which  the  country  was  divided  into  12  examining  dls- 
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tricts,  each  under  the  Immediate  supervision  of  a  chief  national-bank  examiner, 
there  were  in  operation  January  1,  7,539  banks. 

To  have  examined  these  7,539  bunks  twice  would  have  required  15,186 
examinations;  that  year  there  were  10,467  regular  examinations  made,  and  In 
addition  687  special  examinations,  making  a  total  of  11,154  examinations,  so 
that  the  total  number  of  examinations  made  was  slightly  under  75  per  cent 
of  the  number  there  would  have  been  on  the  basis  of  two  per  bunk.  Four 
thousand  one  hundred  and  sixty-seven  banks  that  year  did  not  receive  the 
second  examination,  but  these  4,167  banks  which  received  one  examination 
only  were  each  required  to  send  to  this  office  during  that  year  six  sworn  reports 
of  condition — in  fuct,  all  of  the  national  banks  were  that  year  required!  to 
send  in  an  additional  sworn  report  of  their  condition,  making  or  Wlo  ovor 
7,59&  more  reports  than  the  law  required  the  comptroller  to  obtain.  These 
additional  reports,  besides  being  sworn  to  by  the  banks'  officers  and  attested 
by  their  directors,  were  required  to  be  published  in  their  local  newspapers. 
Upon  being  revived  here  at  the  comptroller's  office  they  were  abstracted  in 
the  Statistical  Division.  Furthermore,  all  national-bank  examiners  are  under 
instructions  at  each  examination  of  a  bank  to  go  back  to  the  last  preceding 
report  of  condition  furnished  this  office  and  to  verity  this  report  from  the 
bank's  books  and  to  report  to  the  comptroller  at  once  any  Irregularities  or 
discrepancies  discovered,  so  that  the  banks  are  kept  constantly  in  touch  with 
the  comptroller's  office  and  the  national-bank  examiners — more  closely,  by  far, 
than  was  ever  the  case  in  any  previous  administration. 

I  will  also  add  that  I  concur  in  the  opinion  which  has  been  expressed  to  me 
by  able  and  experienced  bankers  to  the  effect  that  the  national-bank  examina- 
tions which  are  now  being  mode  are  at  least  100  per  cent  more  thorough  and 
more  effective  than  those  made  under  previous  administrations.  Abundant  evi- 
dence en  this  point  eduld  be  furnished  If  necessary,  but  as  an  example  of  the 
views  of  leading  bankers  on  this  subject  it  will  perhaps  be  sufficient  to  quote 
the  following  extract  from  a  letter  which  I  received  from  the  president  of  the 
second  largest  bank  in  Maryland,  the  Citizens  National  Bank  of  Baltimore, 
who  wrote  me,  under  date  of  August  8, 1918 ; 

"  I  have  been  connected  with  the  Citizens  National  Bank  for  over  a  quarter 
of  a  century,  and  I  want  to  go  on  record  as  saying  that  the  examinations  that 
are  now  being  made  by  your  examiners  are  no  more  like  those  that  were  made 
under  your  predecessors  than  a  $20  gold  piece  is  like  a  lead  quarter.  It  is  my 
firm  belief  that  you  have  done  more  to  further  the  interests  of  good  banking 
methods  than  all  of  the  comptrollers  put  together  since  I  first  entered  the  bank 
as  a  bookkeeper  in  1892.  I  hope  the  time  may  soon  come  when  practically  all 
of  our  State  banks  and  trust  companies  will  find  it  to  their  advantage  to  Join 
with  us,  in  order  that  we  may  have  one  united  system."  * 

As  further  evidence  of  the  high  efficiency  of  national-bank  examinations  as  now 
conducted,  it  may  interest  you  to  know  that  some  of  the  clearing  houses  of  the 
country,  including  San  Francisco,  Calif.,  and  Nashville,  Tenn.,  in  recognition  of 
the  vast  improvement  In  these  examinations  have  abolished  the  position  of 
clearing-house  examiner,  which  they  formerly  found  It  necessary  or  desirable 
to  maintain. 

I  beg  leave  to  hand  you  with  this  for  your  information  a  copy  of  tlie  form  of 
examiner's  report  used  prior  to  my  administration,  and  the  form  which-  exam- 
iners are  now  required  to  fill  up.  You  will  observe  that  the  old  form  contains 
8  pages,  while  the  present  form  contains  20  pages  which  must  be  filled  up— more 
than  100  per  cent  larger. 

Oh  January  1,  1916,  there  were  7,621  national  banks.  Two  examination  per 
bank  would  have  called  for  15,242  examinations.  There  were  made  11,871 
regular  examinations  and  621  special  examinations,  making  a  total  of  12,492,  so 
that  the  total  number  of  examinations  made,  Including  both  regular  and  special, 
was  about  82  per  cent  of  the  number  required  to  give  two  examinations  per 
bank  per  annum.  That  year  there  were  2,596  banks  not  examined  twice,  but 
we  required  from  all  the  banks  that  year  7,621  more  sworn  reports  of  condition 
tlian  the  law  demand ed.  and  despite  the  war  the  numl>er  of  national-bank  failures 
for  that  year  were  reduced  to  less  than  half  the  average  of  the  preceding  quarter 
of  a  century,  although  there  were  far  more  national  banks. 

On  January  1,  1917,  there  were  7,597  banks  in  operation,  calling  for  15,194 
examinations.  There  were  made  that  year  of  regular  examinations,  12,582 ;  of 
special  examinations,  688 ;  total,  13,270,  so  that  the  total  number  of  examinations 
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made  was  just  about  87  per  cent  of  the  number  the  law  called  for,  but  that  year 
as  against  2,201  banks  not  examined  twice  we  required  from  the  banks  about 
7,680  more  sworn  reports  of  condition,  signed  by  their  officers  and  attested 
by  their  directors,  than  the  law  required,  and  the  number  of  bank  failures  was 
still  further  reduced. 

In  1918,  there  were  on  January  1,  7,688  banks,  so  that  two  examinations  per 
bank  would  have  called  for  15376  examinations.  The  office  made  of  regular  ex- 
aminations, 12.286;  of  special  examinations,  788,  a  total  of  13,074,  or  slightly 
over  85  per  cent  of  the  number  required  to  give  2  per  bank,  leaving  2,507  banks 
not  examined  twice.  About  7,700  more  sworn  reports  of  condition  than  re- 
quired by  law  were  obtained  from  the  banks  for  that  year. 

There  were  109  national-bank  examiners  in  the  service  in  1914,  and  we  have 
now  148  national-bank  examiners,  exclusive  of  the  assistant  examiners,  despite 
the  fact  that  the  losses  in  the  force  since  1914,  due  to  resignation,  service  In 
the  Army,  death  from  influenza  and  other  causes  have  amounted  to  more  than 
100  per  cent  of  the  number  of  the  force  on  hand  in  1914. 

As  I  pointed  out  to  the  conftnittee,  this  office  in  keeping  closely  in  touch  with 
the  national  banks  has  gotten  from  them  each  year  that  I  have  been  comptrol- 
ler at  least  7,500  more  reports  of  their  condition  that  I  was  required  to  get 
by  the  law.  These  reports  are  checked  up  in  the  Statistical  Division.  The 
chief  of  that  division  informs  me  that  several  thousand  letters  relative  to 
these  reports  are  written  to  the  banks  after  each  call  checking  up  and  reconcil- 
ing these  sworn  reports. 

As  to  the  efficiency  and  success  of  the  methods  and  policies  pursued  by  this 
office  under  my  administration  I  am  thankful  to  be  able  to  point  to  official  fig- 
ures which  show  that,  in  the  deeply  important  matter  of  immunity  from  receiv- 
ership, and  tne  distress  and  losses  which  that  usually  involves,  the  record  of 
the  National  Banks  of  the  United  States  since  January  1,  1918,  has  been  about 
twenty  times  or  2,000  per  cent  better  than  for  the  period  of  25  years  imme- 
diately preceding  the  present  administration. 

I  trust  that  the  information  which  I  am  submitting  herewith,  together  with 
that  previously  given  to  the  confmittee  will  give  you  the  data  desired. 

Sincerely,  yours, 

John  Skklton  Williams. 

Mr,  Hog  an.  Senators,  when  I  was  privileged  to  appear  before  this 
committee  before,  you  will  remember,  certainly  those  who  are  here 
this  morning  will  particularly  remember,  that  toward  the  conclusion 
of  my  statement  I  produced  a  letter,  circulating  throughout  this  coun- 
try, attacking  Senator  Weeks.  I  produced  a  long  letter  circulated 
throughout  this  country  attacking  Mr.  Wade  H.  Cooper;  and  you 
Senators  will  remember  that  I  said — I  think  the  phrase  I  used,  "  I 
am  next,"  and  "  that  my  appearance  here  will  result  in  similar  con- 
duct, I  confidently  predict." 

This  committee  gave  to  Mr.  Williams,  with  infinite  patience,  an 
opportunity  to  denounce  his  opponents  and  exploit  his  virtues  with- 
out limits.  After  that  had  been  done,  and  after  Mr.  Williams  had 
announced  that  he  was  entirely  through,  he,  on  July  26?  1919,  ad- 
dressed a  long  letter  to  the  chairman  of  the  committee,  which  in  part 
X  of  these  hearings,  was  published  by  the  chairman's  direction,  and 
then  subsequent  to  that  time,  and  while  this  committee  was  in  recess, 
Mr.  Williams  pretended  to  write  a  letter,  because  its  merely  a  pre- 
tended letter,  its  purpose  is  to  circulate  propaganda  under  privi- 
leged form,  to  the  chairman  of  this  committee,  and  he  had,  after  he 
wrote  that  letter,  which  consisted  of  20  printed  pages — that  was. 
not  sufficient — he  added,  because  he  is  never  through,  an  addenda, 
which  made  it  consist  in  whole  of  24  printed  pages,  and  he  had  it 
printed  at  a  private  printing  house,  the  Chas.  H.  Potter  &  Co.,  Inc., 
Washington,  D.  C,  not  to  inform  the  Senate  committee  of  anything, 
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because  most  of  it — certainly  50  or  60  per  cent  of  it — is  a  rehash  of 
what  is  in  the  record  here;  he  had  it  printed  here,  with  over  75  large 
deep  subheads,  its  purpose  being  to  primarily,  and  according  to  its 
captions,  to  villify  me.  The  witness  who  had  appeared  here,  a  pur- 
pose which  is  not  adhered  to,  however.  It  abounds  in  capitals, 
and  it  shrieks  with  italics,  and  it  is  part  and  parcel  of  the  very  thing 
which  I  told  the  Senate  committee  that  he  who  dared  to  come  here, 
even  at  your  request,  would  be  made  the  object  and  the  subject  or 
this  man's  unrestrained,  intemperate,  libelous  characteristics. 

Now,  Senators,  before  I  take  up — because  it  is  necessary  to  take  up, 
and  I  am  going  to  do  it  as  briefly  as  possible — the  inconceivable 
statements  contained  in  that  circular,  and  with  the  official  Treasury 
Department  seal  upon  it,  so  as  to  give  it  an  official  guise — in  that  cir- 
culated screed,  I  am  going  to  very  briefly,  as  it  leads  up  logically  to 
what  I  have  to  call  your  attention  to,  a  thing  that  .you  will  stand 
aghast  at.  I  shall  refer  to  quotations  which  I  take  from  your  rec- 
ords here  which  show  pictured  and  painted  by  himself,  and  not  by 
me,  the  intemperate  attitude  of  the  present  Comptroller  of  the  Cur- 
rency, as  to  each  person  who  has  dared  to  criticize  or  oppose  him, 
and  as  to  the  party  that  is — a  different  party  from  him,  and  as  to  this 
committee. 

First,  Senator  John  W.  Weeks — in  giving  the  pa^rc  references 
where  this  will  be  found  I  will  not  read  them,  because  it  would  take 
time,  but  I  will  give  them  to  the  stenographer.  Senator  John  W. 
Weeks  is  charged  by  Mr.  Williams  with  having  made  "  malevolent " 
efforts  to  discredit  or  injure  the  comptroller  (Part  IV,  p.  383,  Senate 
hearings).  He  refers  to  Senator  Weeks's  "  vaunting  assertions  "  that 
the  Senator  had  received  letters  criticizing  the  comptroller's  conduct 
(Part  IV,  p.  382,  Senate  hearings),  charges  the  Senator  with  making 
44  unjust  and  invidious  attacks,"  and  says  he  "  grossly  imposed  upon  " 
a  Senate  committee  (Part  IV,  p.  383,  Senate  hearings). 

Mr.  Wade  H.  Cooper,  president  of  two  Washington  savings  banks, 
both  going  concerns,  the  condition  of  which  concededly  has  improved 
under  Mr.  Cooper's  presidency,  is  thus  assailed  in  this  record :  "  His 
testimony,"  says  Mr.  Williams,  "is  grossly  false"  (Part  IV,  p.  206, 
Senate  hearings) ;  a  statement  of  his  is  "  a  complete  falsification," 
and  his  charges  are  "  false  and  generally  maliciously  so  "  (Part  IV, 
p.  251,  Senate  hearings) ;  that  Cooper  has  made  "  wanton "  and 
"willful"  statements,  and  "wanton,  willful,  and  unjustifiable  re- 
flections," with  a  "willful  and  deliberate  intention  to  injure"  Mr. 
Williams  (Part  IV,  pp.  257, 258,  Senate  hearings).  He  describes  Mr. 
Cooper  as  "  a  discredited  local  bank  official "  (Part  IV,  p.  383,  Senate 
hearings) ,  who  has  made  "  ridiculous  and  wanton  and  flagrant  state- 
ments" (Part  IV,  p.  261,  Senate  hearings),  and  returning  much 
later  in  his  alleged  testimony  to  the  subject  of  Mr.  Cooper  he  refers 
to  "the  falsifications  and  misstatements"  deliberately  made  by  the 
witness  (Part  VI,  p.  449,  Senate  hearings). 

Mr.  E.  A.  Jones,  an  attorney  from  the  State  of  Pennsylvania,  Mr» 
Williams  calls  a  maker  of  "mischievous  and  false  charges"  (Part 
VII,  p.  526,  Senate  hearings),  and  advises  the  committee,  "  I  want  to 
denounce  Mr.  Jones  as  a  contemptible  and  wanton  slanderer  "  (Part 
VII,  p.  518,  Senate  hearings). 
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reappeared.  I  am  more  or  less  familiar  with  the  case  up  to  that 
time.  I  imagine  you  have  had  several  hearings  at  which  Mr.  Hogan 
went  over  the  Riggs  case.  Now,  I  don't  know  whether  any  new 
matters  were  brought  out,  things  that  need  explanation.  I  am  un- 
familiar with  that,  but  I  do  think  that  the  committee  would  feel 
greatly  relieved  if  you  would,  in  writing,  submit  your  answer  to  all 
that  Mr.  Hogan  has  said  in  the  last  few  hearings  that  have  been  pre- 
sented here  and  that  it  would  save  the  time  of  the  members  of  the 
committee  and  would  expedite  matters  and  would  probably  mean  the 
closing  up  of  the  hearings  without  Mr.  Hogan  or  anybody  else  coming 
back,  and  I  want  to  be  fair  with  you  and  I  want  to  get  your  opinion 
about  the  wisdom  of  that  course.  Now,  perhaps  there  are  some 
things  that  have  happened  that  I  don't  know  about,  that  really  re- 
quire you  personally  to  explain,  but  I  am  leaving  that  to  your  own 
suggestion.    I  make  that  suggestion  in  a  friendly  way. 

Mr.  Williams.  I  would  prefer  to  make  my  statement  to  the  com- 
mittee, but  in  deference  to  the  wishes  of  the  members  I  will  adopt 
the  suggestion  which  has  been  made  and  abbreviate  my  oral  state- 
ment this  morning  accordingly,  and  submit  the  balance  in  writing. 

Senator  Walsh.  Very  well.  You  shouldn't  consent  to  it,  Mr.  Wil- 
liams, if  it  in  any  way  will  jeopardize  or  interfere  with  your  right 
to  present  your  case,  but  if  you  would  do  it,  I  am  sure  it  would  help 
to  bring  an  end  to  the  hearings  and  I  think  the  committee  would 
appreciate  the  courtesy. 

Mr.  Williams.  I  would  be  very  glad  to  defer  to  your  expressed 
wishes,  Senator  and  gentlemen. 

Senator  Walsh.  Am  I  expressing,  Senator  Page,  what  you  have 
in  mind,  your  wishes  in  the  matter  f 

Senator  Page.  You  are.  I  am  forced  to  leave,  because  I  have  got 
other  matters  that  I  must  attend  to,  and  half  past  10 1  have  promised 
to  appear  at  another  committee. 

Senator  Walsh.  Exactly. 

Mr.  Williams.  May  I  inquire,  before  I  make  my  very  brief  oral 
statement,  whether  there  are  any  communications  or  charges  on 
complaints  of  any  sort  which  have  been  made  to  the  chairman  or 
other  members  of  the  committee  which  ought  to  be  considered  by 
them  in  disposing  of  this  case?  Senator  McLean  assured  me  that 
as  far  as  he  was  concerned  that  statements  which  the  makers  were 
unwilling  to  come  openly  before  the  committee  to  prove  would  be 
disregarded  by  him  and  not  considered,  and  I  feel  sure  that  I  am 
right  in  assuming  that  that  6ame  course  would  be  observed  by  the 
other  Senators. 

Senator  Henderson.  I  think  you  are  safe  in  that  assumption. 

Senator  Walsh.  I  suppose  you  are  safe  in  the  assumption  that 
you  need  answer  to  nothing  except  what  has  been  printed  m  the  rec- 
ords here  and  that  no  Senator  will  form  any  opinion  upon  your 
confirmation  upon  other  than  facts  that  have  been  presented  in 
this  record. 

Mr.  Williams.  I  am  moved  to  make  that  suggestion  partly  be- 
cause of  the  remark  made  by  Senator  Penrose  at  a  recent  meeting. 
I  subsequently  addressed  a  communication  to  Senator  Penrose  on 
that  subject  and,  after  waiting  a  couple  of  weeks  and  receiving  no 
reply,  I  took  the  liberty  of  writing  him  again,  but  neither  of  my 
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communications  hare  been  answered,  and  I,  therefore,  shall  ask  the 
privilege  of  including  those  two  letters  in  the  record  at  the  proper 
tinjfi  in  the  written  communication  which  I  shall  address  to  the 
committee. 

Senator  and  gentlemen,  a  great  deal  has  been  said  in  these  hear- 
ings about  dummy  loans.  At  the  last  meeting  of  the  committee  you 
yourself,  I  think,  Mr.  Chairman,  addressed  an  inquiry  to  Mr.  Ho- 
gan  in  regard  to  those  dummy  loans  and  seeking  some  explanation 
for  them.    In  reply  to  your  inquiry — 

(Here  Senators  Page  and  Walsh  left.) 

In  reply  to  your  inquiry,  Mr.  Hogan  in  explaining  or  attempting 
to  explain  the  dummy  loans  which  had  been  made  for  the  benefit 
of  or  for  account  of  Mr.  Henry  HL  Flather,  tlie  former  cashier  of 
the  bank,  said :  He  first  referred  to  the  dummy  loans  made  for  the 
account  of  the  president,  Mr.  Glover,  and  then  said : 

• 

Second.  Mr.  Henry  H.  Flather's  wife  was  a  victim  of  tuberculosis.  Mr. 
Flather  had  his  wife  at  Saraiuu*,  in  the  hope  that  her  life  might  be  waved. 
Apparently  the  effort  was  a  hopeless  one,  and  he  decided,  prior  to  her  death, 
to  ko  to  Snranac  and  stay  with  that  little  woman,  the  mother  of  hts  only  child, 
until  the  end  had  come.  He  had  a  relative  named  Nevius  here.  He  had  Mr. 
Nevius — Mr.  Flather  took  up  his  note,  turned  over  his  collateral  to  Mr.  Nevius, 
and  had  Mr.  Nevius  make  a  ndte  based  altogether  on  Mr.  Father's  collateral. 
It  was  -splendidly  margined,  the  loan  splendidly  collateraled,  with  plenty  of 
marfda,  *o  if  any  question  might  ootne  up  in  his  absence,  couid  be  handled  by 
•Mr.-NevUis,  and  Mr.  Nevius  could  do  anything  he  wanted;  but  the  bank  loaned 
the  money  on  the  face  of  the  collateral  which  belonged  to  Mr.  Flather.  That's 
another  thing  that  characterizes  a  dummy  loan. 

Now,  Mr.  Chairman,  I  think  it  has  been  admitted  that  tlie  evil  prac- 
tices of  the  bank  in  regard  to  dummy  loans  was  one  of  the  things 
which  were  especially  condemned.  If  you  will  recall,  it  was  the  re- 
fusal of  the  bank  to  furnish  information  in  regard  to  those  very 
dummy  loans  to  officers  and  to  members  of  the  families  of  officers 
which  precipitated  the  assessment  of  the  fine  of  $5,000  which  was 
imposed  in  1915.  The  bank  replied  to  that  communication  in  regard 
to  those  dummy  loans  and  otlier  loans  to  officers  and  employees  and 
claimed  that  they  had  no  dummy  loans  or  any  such  loans  of  dial  sort, 
and  I  think  they  also  claimed  there  were  at  that  time  no  other  loans 
to  officers  in  the  bank.  Parenthetically,  here  let  me  dispose  of  a  ques- 
tion which  Mr.  —  a  point  which  Mr.  Hogan  made  at  the  last  hearing 
when  he  charged  that  I  had  claimed  that  the  bank  had  never  replied  to 
my  letter  asking  for  information  in  regard  to  dummy  loans — Janu- 
ary 22, 1915,  and  that  statement  of  his  is  absurd.  The  Tecord  shows 
that  while  he  acknowledged  the  letter  and  replied  in  that  way  that 
he  never  did  reply  with  the  information  or  send  the  information 
which  was  called  for  and  it  has  been  patent  to  all  that  that  omission 
to  furnish  information  called  for  in  the  letter  of  January  22,  was  the 
occasion  for  the  assessment  of  the  fine. 

Now,  that  is  what  may  have  impressed  the  committee  as  a  plausi- 
ble excuse  for  Mr.  Henry  H.  Flather's  diunmy  loans.  But  let  me  ask 
your  attention,  gentlemen,  to  the  real  facts.  In  a  statement  before 
the  committee  as  reported  in  part  9  of  these  hearings,  I  said : 

I  will  Illustrate  the  character  of  some  of  the  dummy  loans.  I  will  refer 
to  the  testimony  of  the  officers  of  the  Riggs  National  Bank  before  the  natlonal- 
bnnk  examiner,  page  594,  volume  3,  of  the  February,  1019,  hearings.  Mr. 
8mith  was  the  examiner  conducting  the  examination. 
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Testimony  of  Mb.  Henry  H.  Flatheb. 

(The  witness  was  duly  sworn  by  Mr.  Trimble.) 

Mr.  Smith.  Mr.  Flat  her,  you  are  cashier  of  the  Biggs  National  Bank,  are 
you  not? 

Mr.  H.  H.  Flatheb.  Yes,  sir. 

Mr.  Smith.  In  table  No  5,  under  date  of  August  22,  1011,  is  listed  a  note 
of  B.  L.  Nevlus,  jr.,  $26,400;  and  in  the  same  table,  under  date  of  May  23, 
1914,  is  a  note  of  B.  L.  Nevlus,  $24,000,  with  a  notation,  "  Benewal  of  balance 
of  loan  of  August  22,  1911." 

Mr.  H.  H.  Flatheb.  What  was  that  last  renewal? 

Mr.  Smith.  May  23,  1914 ;  $24,000. 

Mr.  H.  H.  Flatheb.  What  is  it  you  want  to  know? 

Mr.  Smith.  Who  got  the  proceeds  of  those  notes? 

Mr.  H.  H.  Flatheb.  Of  this  $24,000? 

Mr.  Smith.  The  $24, 000  is  the  renewal  of  the  $26,400,  is  it  not? 

Mr.  H.  H.  Flatheb.  I  got  it. 

Mr.  Smith.  You  got  the  proceeds  of  the  $26,400? 

Mr.  H.  H.  Flatheb.  Whichever  one  it  was. 

Mr.  Smith.  The  $26,400  is  the  note  dated  1911? 

Mr.  H.  H.  Flatheb.  Just  let  me  see  [examining  book];  1911,  Is  that,  Mr. 
Smith? 

Mr.  Smith.  Yes;  1911. 

Mr.  H.  H.  Flatheb  (examining  further).  Yes,  sir;  I  got  that 

Mr.  Smith.  Who  paid  the  note  when  It  was  paid? 

Mr.  H.  H.  Flatheb.  I  did. 

Mr.  Smith.  Then,  all  the  time  from  April,  1911,  until  that  note  was  finally 
paid  lr  1014,  you  were  carrying  a  note  In  the  bank  under  the  name  of  B.  L. 
Nevlus? 

Mr.  H.  H.  Flatheb.  The  bank  was  carrying  a  note  of  B.  L.  Nevius. 

Mr.  Smith.  The  bank  was  carrying  a  note  of  B.  L  Nevlus? 

Mr  H.  H.  Flatheb.  The  bank  was ;  yes  sir. 

Mr.  Smith.  Of  which  you  got  the  proceeds? 

Mr.  H.  H.  Flatheb.  Of  which  I  got  the  proceeds. 

Mr.  Smith.  And  which  you  paid? 

Mr.  H.  H.  Flatheb.  And  which  I  paid. 

Mr.  Smith.  In  other  words,  you  were  borrowing  from  the  bank  in  the  name 
of  B.  L.  Nevius? 

Mr.  H.  H.  Flatheb.  I  was. 

Mr.  Smith.  That  is  all. 

Mr.  H.  H.  Flatheb.  Of  course,  you  did  not  speak  about  collateral. 

Mr.  Smith.  You  own  the  collateral? 

Mr.  H.  H.  Flatheb.  I  own  the  collateral.    I  just  wanted  to  state  that 

I  will  say  that  Mr.  H.  H.  Flather,  in  addition  to  those  indirect  loans,  was 
borrowing  large  sums  consistently,  steadily,  right  along  from  the  bank  on 
various  highly  sfwculatlve  securities.  He  was  cashier  of  the  bank  meanwhile, 
and  had  a  private  wire  right  at  his  desk  connecting  with  the  stock-brokerage 
offices. 

Now,  gentlemen,  there  is  the  testimony.  There  is  the  excuse  which 
Mr.  Hogan  offered  for  Mr.  Flather's  dummy  loans,  from  1911  to 
1914 — on  account  of  the  illness  of  his  wife  in  Saranac,  where  he  went 
to  be  with  her.  Now,  when  Mr.  Hogan  made  those  statements, 
questioning,  as  I  think  I  had  a  right  to  do,  the  correctness  of  any 
statement  which  he  has  made  before  the  committee,  I  thought  it 
pertinent  to  ascertain  when  Mrs.  Flather,  the  wife  of  Henry^  H. 
Flather,  passed  away.  I  therefore  made  inquiry  and  ascertained 
from  the  department  of  health  that  Mrs.  Flather  had  been  dead 
more  than  four  years  before  that  dummy  loan  was  made  as  reported 
in  1911,  according  to  this  testimony  here.  Now,  I  ask  you,  gentle- 
men, what  you  can  think  of  the  testimony  of  any  man  who  would 
attempt  in  such  a  manner  as  that  to  impose  upon  your  committee 
and  to  explain  in  such  a  manner — in  such  a  way  as  that  the  dummy 
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loans  to  the  former  cashier  of  this  bank?  If  you  desire  it,  I  can 
readily  obtain,  I  have  no  doubt,  a  certificate  from  the  department  of 
health  as  to  the  death  of  Mrs.  Flather ;  I  suppose  that  is  unnecessary ; 
but  I  am  informed  by  the  department  that  her  death  occurred  more 
than  four  years  before  those  dummy  loans  to  which  Mr.  Hogan 
refers  and  which  are  referred  to  in  the  testimony  there,  were  made. 

I  hardly  think  it  is  worth  while  for  me  to  take  up  much  of  the 
time  of  your  committee  in  descanting  on  such  an  incident  as  that. 

Mr.  Chairman,  you  made  inquiry  of  me  in  regard  to  the  examina- 
tions of  the  banks.  At  the  last  meeting  of  the  committee  Witness 
Hogan  consumed  much  time  before  your  committee  with  a  malicious 
assault  upon  the  Comptroller's  Bureau  for  its  alleged  omission  to 
make  each  year  the  two  examinations  of  all  national  banks.  I  fully 
explained  to  your  committee  the  reasons  which  made  it  impracticable 
to  comply  immediately  with  the  provisions  of  the  section  of  the 
Federal  reserve  act  which  directed  that  there  should  be  two  examina- 
tions made  each  year  of  all  national  banks,  and  I  will  again  state 
briefly  the  situation  in  this  respect.  Before  the  passage  of  the  Fed- 
eral reserve  act  the  national-bank  examiners  were  paid  upon  the  fed 
system,  and  not  upon  a  salary  basis.  The  tendency  was  to  complete 
the  examination  as  quickly  as  possible  and  then  go  to  the  next  one. 
The  maximum  fee  allowed  to  examiners  in  many  cases  was  wholly 
insufficient  to  pay  examiners  for  the  time  which  an  effective  exami- 
nation would  require.  It  happened  also  that  in  some  of  the  smaller 
banks  where  the  fees  were  light,  conditions  were  such  as  to  demand 
careful  investigation  and  many  days  of  the  examiner's  time.  A 
•conscientious  examiner,  therefore,  frequently  found  that  the  amount 
which  he  received  as  a  fee  was  wholly  insufficient  to  pay  his  ex- 

Smses  and  board  bills  involved  in  the  examination  of  some  banks, 
n  the  salary  system,  examiners  are  instructed  and  required  to  de- 
vote to  the  examination  all  the  time  that  is  necessary  to  make  the 
examination  thorough  and  efficient  and  to  protect  the  interests  of 
depositors  and  shareholders. 

The  Federal  reserve  act  was  approved  on  December  23,  1913,  but 
it  was  not  until  November  16.  1914,  that  the  new  system  went  fully 
into  effect,  and  shortly  thereafter  the  entire  system  of  national-bank 
examinations  was  revised.  The  countrv  was  divided  under  mv  ad- 
ministration  of  the  Comptroller's  Bureau  into  the  12  examination 
districts,  each  in  charge  of  a  chief  examiner  under  whose  immediate 
supervision  tfie  field  examiners  worked.  It  was  thought  wisest  to 
put  into  effect  properly  the  plan  of  thorough  examination  of  national 
banks,  rather  than  to  continue  even  temporarily  the  old  system 
under  which  many  hasty  and  incomplete  examinations  have  been 
possible.  And  we  then  proceeded  to  huild  up  and  increase  the  ex- 
amining force,  selecting  and  training  men  for  work  as  examiners. 
In  the  year  1914  there  were  in  operation  on  June  30,  7,525  national 
banks.  The  total  number  of  national-bank  examinations  made  for 
that  year,  including  553  special  examinations,  was  13,713,  or  about 
91  per  cent  of  the  number  of  examinations  contemplated  by  the 
amendment  to  the  law.  In  the  calendar  year  1915,  being  the  first 
calendar  year  after  the  inauguration  of  the  Federal  Reserve  System, 
and  while  the  country  was  being  redistricted  and  adjusted  to  the 
new  methods  of  examination,  the  number  of  bank  examinations  was 
11,154,  including  687  special  examinations. 
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Senator  Henderson.  Right  there,  please.  Do  I  understand  Mr. 
Hogan  charged  you  with  failure  to  make  these  examinations  all  over 
the  country,  or  did  Ke  limit  it  to  the  District  of  Columbia  ? 

Mr.  Williams.  I  understood.  Senator,  that  he  charged  delin- 
quencies all  over  the  country.  That  was  my  understancfing  of  the 
testimony,  and  I  was  asked  to  present  figures  for  the  whole  country. 

The  Chairman.  I  asked  Mr.  Williams  to  submit  a  list  of  each  year 
since  he  had  been  the  comptroller  of  the  total  number  of  banks  and 
the  number  of  banks  in  which  the  statutory  examinations  have  been 
made  in  each  year. 

Mr.  Williams.  And  I  am  now  giving  that  list. 

Senator  Henderson.  I  was  under  the  impression  Mr.  Hogan  sim- 
ply referred  to  the  District  of  Columbia  in  his  first  statement  here. 

Mr.  Williams.  Well,  his  first  statement,  yes;  but  not  I  think  in  his 
last,  as  I  recall ;  but  anyhow  I  was  requested  to  present  the  figures 
for  the  whole  country,  which  I  am  doing  now.  In  the  calendar  year 
1915,  being  the  first  calendar  year  after  the  inauguration  of  the 
Federal  Reserve  System,  and  while  the  country  was  being  redistrib- 
uted and  adjusted,  the  number  of  nation-bank  examinations  was  11,- 
184,  including  798  special  examinations,  but  while  we  were  some- 
what behind  in  examinations  by  the  examiners  I  ask  your  special 
attention  to  the  fact  that  the  Comptroller's  Bureau  obtained  in  the 
year  1915,  7,645  more  sworn  reports  of  condition  from  the  national 
banks  themselves  than  had  been  gotten  in  previous  years,  and  three 
reports  were  all  examined  and  analyzed,  thus  keeping  the  office 
in  closer  touch  with  the  banks.  In  the  year  1916  there  were  7,579 
national  banks  in  operation  June  30,  and  a  total  of  12,492  national- 
bank  examinations,  including  621  special  examinations,  made  in 
that  year. 

The  Chairman.  Exactly  what  do  you  mean  by  special  examina- 
tions? 

Mr.  Williams.  Examinations  beyond  the  number  required  by  law. 
If  the  bank  seems  to  be  in  a  condition  requiring  a  special  examina- 
tion, an  examiner  is  sent  there. 

The  Chairman.  If  the  bank's  condition  is  not  satisfactory  to  you  ? 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  Without  asking  you  to  do  it  now,  couldn't  that  be 
simplified  by  giving  just  the  two  sets  of  numbers  I  asked  for  later — 
showing  the  number  of  banks  that  had  two  examinations  each  year! 

Mr.  Williams.  Certainly.  You  may  find  here  all  that  you  want 
when  I  get  through.  In  the  year  1915  there  were  1,579  national  banks 
in  operation,  and  a  total  of  12,492,  including  621  special,  examina- 
tions in  that  year,  the  aggregate  number  of  examinations  amounting 
to  about  82£  per  cent  of  the  amount  contemplated  by  law.  While 
there  was  a  shortage  in  the  number  of  examinations  by  examiners, 
attention  is  called  to  the  fact  that  in  1916  we  obtained  from  the  banks 
7,584  sworn  reports  of  the  conditions  beyond  the  number  required  by 
law. 

The  Chairman.  Of  course,  the  bank  examiners  had  nothing  to  do 
with  the  making  of  those  sworn  reports. 

Mr.  Williams.  They  were  examined  by  the  Comptroller's  Bureau 
in  Washington  and  the  banks  were  communicated  with  if  they  needed 
attention.     In  the  year  1917  there  were  7,604  national  banks  in  opera- 
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tion  June  30>  and  13,274  examinations,  including  682  special  ex- 
aminations, in  that  year — 87  per  cent  of  the  examinations  required 
by  law.  In  the  same  year  also  the  Comptroller's  Office  kept  closely 
in  touch  with  the  condition  of  the  banks  by  securing  from,  the  na- 
tional banks  7,662  more  sworn  reports  of  conditions  than  the  law 
required.  On  June  30,  1918,  there  were  7,705  national  banks,  and 
during  that  year  13,074  examinations  were  made,  including  788 
special  examinations,  the  examinations  made  covering  about  85  per 
cent  of  the  number  contemplated.  As  against  a  shortage  of  about  15 
er  cent  in  the  number  of  national  bank  examinations  provided  for  by 
aw,  I  call  attention  to  the  fact  that  in  1918  the  Controller's  Bureau 
secured  from  the  banks  7,767  more  sworn  reports  of  conditions  than 
the  law  required.  In  the  year  1914  only  4  national  banks  were  not 
examined;  in  1915, 11;  1916,  7;  1917,  5;  and  in  1918, 15. 

The  Chairman.  Not  examined  at  all  I 

Mr.  Williams.  No.  Out  of  about  7,600  or  7,700.  Since  1914  we 
have  lost  by  resignation  or  otherwise  109  national-bank  examiners — 
more  than  the  total  number  on  duty  in  1914.  These  losses,  arose 
largely  from  two  causes^-entrance  into  the  Army  and  resignations 
to  take  positions  with  banks.  The  training  which  national-bank  ex- 
aminers received  in  this  bureau  seems  so  highly  regarded  in  the 
banking  fraternity,  that  the  ranks  of  examiners  are  constantly  de- 
pleted by  the  alluring  offers  made  examiners  to  become  officers  of  im- 
portant banks  in  the  different  sections  of  the  country,  not  only  in  the 
field  but  among  the  chief  bank  examiners,  about  two-thirds  of  whom 
during  the  past  two  years  resigned  to  accept  important  positions 
with  leading  banks.  With  regard  to  examinations  in  the  District 
of  Columbia,  I  beg  to  advise  that  there  were  in  the  District  in.  1914 
57  banking  institutions,  including  national  banks2  saving  banks, 
trust  companies,  building  and  loan  associations,  subject  to  examina- 
tion by  this  bureau.  In  1913,  before  my  incumbency  in  office,  these 
institutions,  required  to  give  two  per  bank,  and  received  only 
about  75  per  cent  of  the  number  of  examinations.  In  1914,  under  my 
administration,  they  received  about  84  per  cent;  in  1915,  about  68 
per  cent;  in.  1916,  about  74  per  cent;  in  1917,  about  84  per  cent;,  in 
1918,  about  77  per  cent.  Number  of  examinations  made  in  1913 
being  85;  1914,  96;  1915,  78;  1916,  90;  1917,  106;  1918,  100.  During 
the  period  of  my  administration  as  comptroller — rather  let  us  say 
from  January,  1914,  to  June  30,  1919 — this  bureau  has  received  and 
analyzed  reports  of  examiners  and  reports  of  conditions  of  the  banks 
under  its  supervision  approximately  315,000  reports*  an  average  of 
about  58,000  reports  per  annum. 

I  also  call  your  attention  to  the  fact  that  the  total  number  of  re- 
ports received  and  examined  by  this  bureau  in  this  period  exceeds 
by  more  than  35,000  the  number  which  it  was  required  to  obtain  by 
law. 

The  Chairman.  Mr.  Williams,  if  you  will  please  send  to  the  com- 
mittee to  accompany  that  statement  the  information  that  I  asked  for, 
which  was  the  number  of  banks  each  year  that  had  had  two  examina- 
tions as  required  by  law. 

Mr.  Wii-uams.  Yes. 

In  a  statement  before  this  committee  on  September  the  2d  the 
witness  Hogan  requested  that  I  be  called  upon  to  produce  nine  sets 
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of  documents  and  papers  of  different  kinds,  including  copy  of  my 
private  diary,  relating  to  the  Riggs  controversy,  and  then  made 
the  bald  statement  that  if  those  documents  should  be  furnished, 
"There  will  be  found  not  only  refutations  of  but  mathematical 
demonstrations  of  the  culpable  falsity  of  many  of  the  all  important 
allegations  put  into  this  report  by  Mr.  Williams."  He  also  boasted 
that  he  would  "  demonstrate  to  this  committee  beyond  peradventure 
of  a  doubt  or  possibility  of  cavil  when  Mr.  Williams  brings  in  a 
statement  alleged  to  be  based  on  the  record.  The  statement  is  in  99 
per  cent  of  the  instances  entirely  false."  I  have  responded  fully 
with  this  request  for  papers  in  accordance  with  the  call  of  this  com- 
mittee and  the  documents  are  now  before  you,  but  these  documents 
so  far  from  refuting  my  previous  testimony  or  showing  inaccuracies 
in  former  statements  all  prove  the  brazen  falsity  of  the  statements 
made  by  Mr.  Hogan.  It  was  at  the  hearing  on  September  4  that  the 
document  and  papers  which  the  committee  requested  me  to  present 
were  presented.  The  list  of  loans  made  by  the  various  national 
banks  in  the  District  to  their  officers,  employees,  and  directors  was 
submitted  so  as  not  to  disclose  as  to  banks  other  than  the  Riggs  the 
amounts  which  they  were  respectively  lending  to  officers,  employees, 
and  directors.  The  Riggs  Bank  was  identified  so  that  the  compari- 
son might  be  made  by  the  committee  as  to  the  standing  of  the  Riggs 
relative  to  the  other  banks  of  the  District  which  I  understood  was 
what  was  desired. 

The  reports  of  the  national-bank  examiners  from  which  tables 
were  drawn  were  also  laid  before  the  committee  for  use  in  executive 
session  if  they  desired  them,  and  also  for  executive  use  there  were 
submitted  copies  of  letters  written  to  other  national  banks  regarding 
loans  to  their  officers  and  directors  covering  the  period  requested. 
The  only  other  information  which  was  submitted  for  use  in  executive 
session,  as  I  recall,  were  the  leaves  from  my  private  diary.  I  in- 
formed you  that  the  pages  which  I  presented  to  you  at  that  time  were 
for  use  in  executive  session  if  you  should  desire  to  cover  all  entries 
made  by  me  in  that  diary  relating  to  correspondence  or  conversa- 
tions had  by  me  with  either  the  Secretary  or  the  Treasury  or  any 
other  Treasury  official,  the  Attorney  General  or  any  other  official 
of  the  Department  of  Justice,  any  officer  or  officials  of  the  Riggs 
National  Bank  relating  to  the  Riggs  Bank  controversy  and  litigation. 

As  vou  have  indicated,  Mr.  Chairman,  upon  more  than  one  occasion 
that  it  may  be  well  for  me  to  deny  specifically  each  charge  made 
against  me  which  is  untrue,  that'it  may  be  necessary  for  me  to  im- 
pose upon  your  patience  by  calling  to  your  attention  some  of  the 
additional  misstatements  made  by  the  witness  Hogan.  I  desire  to 
denounce  any  charge  which  reflects  in  the  least  degree  upon  the  integ- 
rity and  fidelity  of  my  administration,  and  if  by  chance  there  is  any 
charge  or  complaint  in  the  past  which  has  not  been  specificallv  denied, 
I  ask  that  it  be  brought  to  my  attention  and  I  will  expose  its  falseness. 
Referring  to  some  of  the  loose  and  false  statements  made  by  Mr. 
Hogan,  I  find  that  on  page  6,  testimony  of  September  4,  charges  that 
I  was  denouncing  "  the  Riggs  National  Bank  and  its  officers  for  the 
sole  reason  that  the  bank  officers  had  loans  with  their  own  institu- 
tion." The  record  of  the  Riggs  Bank  teems  with  flagrant  instances 
of  violation  of  law  and  of  regulations  of  the  Treasury  Department. 
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The  records  also  show  that  in  the  matter  of  loans  to  their  officers 
that  no  other  national  bank  in  Washington  prior  to  the  time  the 
Riggs  Bank  was  required  to  reform  ever  approached  in  that  respect 
the  offenses  of  which  the  Kiggs  Bank  was  guilty.  The  record  further 
shows  that  when  other  national  banks  were  found  to  be  lax  in  that 
respect  they  were  promptly  warned  and  criticized.  Mr.  Hogan's 
claim,  on  page  7  of  the  hearings  of  September  4,  that  the  records 
show  that  the  comptroller  was  "  the  instrumentality  through  which 
other  banks  in  the  District  habitually  short  in  their  reserves  were 
having  constantly  increasing  Government  deposits  "  is  entirely  false 
and  wholly  incapable  of  substantiation. 

Mr.  Hogan  attempted  to  misrepresent  Examiner  Trimble's  testi- 
mony, and  to  confuse  the  occasion  on  which  he  was  subpoenaed  with 
the  visits  it  was  necessary  for  him  to  make  to  the  district  attorney 
regarding  the  developments  of  his  investigation. 

This  office  has  presented  the  statement  called  for  showing  work 
upon  which  Examiner  Trimble  was  engaged  in  1915  and  the  several 
months  when  he  was  occupied  in  unraveling  the  thousands  of  unlaw- 
ful transactions  engaged  in  by  the  Biggs  National  Bank  and  its  offi- 
cers, including  the  transaction  in  which  the  cashier  of  the  bank  had 
defrauded  customers  of  the  bank  for  whom  he  was  acting,  or  sup- 
posed to  be  acting,  in  a  fiduciary  capacity. 

In  the  hearing  on  September  4  Mr.  Hogan  recharged  that  the  Biggs 
Bank  had  been  subjected  to  persecution  because  two  of  its  officers 
had  opposed  before  the  committee  my  confirmation  as  comptroller. 
He  claims  that  the  comptroller's  determination  to  stop  the  unlawful 
and  irregular  practices  of  the  bank  was  wholly  spite  work.  His 
suggestion  is  scarcely  worthy  of  notice.  Since  1  have  been  Comp- 
troller of  the  Currency  it  has  been  my  aim  and  object  to  administer 
my  office  without  fear  or  favor  and  to  require  all  banks,  large  and 
small — those  claiming  to  possess  the  largest  degree  of  "  pull "  as  well  as 
the  most  defenseless  or  most  obscure — to  obey  the  law  of  the  land 
and  conform  to  the  principles  of  sound  banking,  and  the  many 
thousands  of  letters  of  criticism  which  this  office  writes  yearly 
will  bear  witness  to  this  fact.  Where  violatipns  of  law  are 
discovered  by  examiners  they  are  fully  reported  to  the  Depart- 
ment of  Justice.  This  office  has  nothing  to  do  with  their  prose- 
cution beyond  furnishing  the  results  of  the  examiners'  investiga- 
tions and  having  examiners  testify  when  called  upon  to  do  so  by 
the  Department  of  Justice.  It  is  true  that  three  of  the  officers  of 
the  Biggs  National  Bank  were  indicted  for  crime  and  upon  trial  they 
were  acquitted.  Hundreds  of  other  officers  of  national  banks  have  also 
been  indicted  as  result  of  investigations  by  national-bank  examiners, 
and  the  official  record  shows  that  in  the  four  years  ending  November 
1, 1918, 174  presidents,  vice  presidents,  cashiers,  and  others  were  con- 
victed and  sentenced  to  various  terms  of  imprisonment  and  fined  for 
violation  of  criminal  laws  in  bank  cases.  None  of  the  officers  thus 
sentenced  had  ever  testified  against  the  Comptroller  of  the  Currency 
before  a  Senate  committee,  and  the  officers  of  the  Biggs  National 
Bank  who  opposed  my  confirmation  and  were  indicted  for  perjury 
were  eventually  acquitted  after  Mr.  Hogan  took  the  stand  and  ad- 
mitted it  was  his  deft  hand  that  drew  the  affidavit  and  that  it  was 
upon  his  advice  they  had  signed  the  affidavit. 
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On  pages  12  and  13  of  the  hearings  of  September  4,  in  response  to 
a  question  from  the  chairman  to  Mr.  Hogan  as  to  what  he  expected 
to  show  by  the  production  of  my  diary,  the  witness  declared  that  he 
expected  to  prove  that  my  statement  that  I  took  no  part  in  endeavor- 
ing  to  bring  about  the  indictment  of  the  Riggs  Bank  officers  was  in- 
correct, and  he  adds  that  my  divers  statements  regarding  myself 
and  my  activities  would  be  sufficient  disclosures  to  show  just  what  I 
did  in  that  regard  and  what  my  motives  were. 

On  page  21  of  the  same  hearings,  referring  to  entrv  in  my  diary, 
May  21,  1917,  Mr.  Hogan  said: 

The  May  21st,  1917,  entry  In  this  loose  diary  shows  the  information  I  want 
for  other  years,  which  Is  this:  When  Mr.  Williams  was  endeavoring  to  have 
these  men  indicted  for  in  any  manner  being  concerned  with  the  Riggs  National 
Bunk  or  its  officers  he  put  in  his  loose-leaf  diary  what  he  did  and  what  he  said 
with  the  commendations  of  his  actions  during  the  years  1914,  1915,  and  1916, 
when  this  prosecution  was  going  on.  That  would  be  very  enlightening,  and  the 
elaborate  excerpt  of  May  21,  1917,  Just  read  proves  conclusively  they  most  be 
there. 

The  Chairman.  Was  not  that  all  stricken  out — all  reference  to 
your  diary  and  the  quotation  from  itt 

Mr.  Williams.  I  am  quoting  from  the  record  of  the  proceedings 
which  was  handed  me.  The  extract  itself  was  stricken  out  but  not 
Mr.  Hogan's  comment  upon  it. 

The  Chairman.  My  understanding  was  that  the  chairman,  Senator 
McLean,  had  it  all  stricken  out. 

Mr.  Williams.  No;  the  record  is  here,  Mr.  Chairman,  and  this 
remains  in  it  Now,  Mr.  Chairman,  for  the  enlightenment  of  the 
committee,  I  propose  to  read,  including  names'  ox  individuate,  ex- 
cept  in  cases  where  it  may  seem  improper  to  use  the  names*  without 
their  permission,  in  every  entry  in  my  diary  for  1914, 1915,  and  191G 
regarding  the  Riggs:  Bank  controversy  concerning  conversations  on 
correspondence  with  either  the  Secretary  of  the  Treasury  or  any 
other  Treasury  official,  the  Attorney  General  or  any  other  official 
of  the  Department  of  Justice,  or  any  officer  or  director  of  the  Biggs 
National  Bank. 

The  Chairman.  In  accordance  with  Senator  Henderson's  sugges- 
tion, which  met  with  the  approval  of  the  other  members  of  the  com- 
mittee present,  my  understanding  is  that  extracts  from  your  diary 
should  not  be  put  in  unless  the  entire  diary  was  given  us  for  publicity. 
The  committee,  in  other  words,  did  not  wish  to  take  your  diary  m 
executive  session  and  pry  into  vour  personal  private  thoughts, 

Mr.  Williams.  I  am  perfectfy  willing  to  give  the  committee  all  of 
these  entries  that  I  refer  to,  but  not  to  publish  them  out  of  deference 
to  others  I  would  prefer  we  should  go  into  executive  session  and  that 
they  be  not  published;  but,  however,  if  you< 

The  Chairman.  I  would  like  Senator  Henderson  to  express  him- 
self. 

Senator  Henderson.  My  suggestion  was  that  in  view  of  the  fact 
that  Mr.  Hogan  had  made  that  statement  relative  to  your  personal 
diary,  that  you  make  it  over  to  the  committee  to  use  at  any  time  they 
want  to  use  it.  That  would  close  that  incident  and  show  your  good 
faith  and  willingness  to  submit  to  the  committee  anything-  in  it  in 
regard  to  his  charge. 

Mr.  Williams.  Now,  Mr.  Chairman,  if  you  desire  to  do  so,  may  I 
suggest  that  the  committee  hold  in  abeyance  its  desires  or  wishes  as 
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to  such  portions  of  that  diary  as  I  suggest  should  go  into  executive 
session,  but  I  would  like  the  opportunity,  for  the  information  of  the 
committee,  in  view  of  the  statements  of  Mr.  Hogan  which  have  gone 
into  the  record,  to  read  several  of  those  entries. 

The  Chairman.  Of  course,  the  committee  does  not  wish  to  inter- 
fere in  the  slightest  way  with  your  own  method. 

Senator  Henderson.  No;  but  this  is  the  whole  question  there.  If 
you  are  going  to  submit  one  portion  of  your  diary,  Mr.  Hogan  will 
have  the  right  to  ask  to  examine  the  whole  diary. 

Mr.  Williams.  I  am  perfectly  willing  that  the  committee  in  execu- 
tive session  shall  have  the  confidential  as  well  as  the  other  portions, 
but  I  would  like  to  bring  out  certain  extracts  from  that  diary  which 
I  see  no  objection  to  giving  publicity  to. 

Senator  Henderson.  I  do  not  see  the  need  of  that.  That  is  how  the 
matter  stands  in  my  mind  now. 

Mr.  Williams.  Mr.  Chairman,  then  I  ask  this  privilege,  anyhow. 
In  view  of  the  statements  in  the  record  of  Mr.  Hogan  relating  to  this 
particular  entry  of  May  21, 1917, 1  ask  permission  to  reproduce  that. 
I  think  that  is  fair. 

The  Chairman.  I  could  hardly  reverse  the  attitude  of  the  com- 
mittee expresed  by  the  chairman  that  it  was  to  be  stricken  out.  I 
think  your  position  is  perfectly  correct.  You  have  submitted  your 
dairjr  in  toto — placed  it  before  the  committee — and,  if  my  recollec- 
tion is  good,  that  the  committee  was  satisfied  with  your  submission 
of  the  aiary  and  asked  if  you  would  take  it  away,  as  they  did  not 
wish  to  pry  into  it.  I  think  if  you  will  kindly  omit  the  quotations 
from  the  diary 

Mr.  Williams.  Well?  this  is  a  very  extraordinary  position  to  be 
put  into,  for  the  committee — for  the  witnesses  of  the  other  side  who 
had  clamored  for  the  diary,  or  rather,  for  the  committee  to  be  de- 
clining or  unwilling  to  put  it  in  and  for  me  to  be  offering  it  so  freely. 

The  Chairman.  The  attitude  of  the  committee,  it  seems  to  me,  is 
entirely  complimentary  to  yourself,  Mr.  Williams,  and  certainly  no 
reflection  on  you.  They  acknowledge  receipt  of  the  diary,  and  are 
satisfied  with  its  submission  without  printing  it. 

Mr.  Williams.  Well,  then,  Mr.  Chairman,  we  will  lay  aside  that 
question  for  the  moment,  and  I  ask  permission  to  introduce  a  tele- 
gram which  I  sent  to  (Jen.  Charles  G.  Dawes,  former  Comptroller 
of  the  Currency,  on  September  8,  1919.  I  want  to  frankly  state  to 
you  that  this  telegram  which  I  have  addressed  to  Gen.  Da  toes  re- 
lates to  that  entry  in  my  diary,  but  as  the  telegram  has  not  an  answer 
in  the  diary,  and  as  it  has  occurred  since  the  meeting  of  the  commit- 
tee, with  your  permission  I  should  like  to  read  that  telegram  and  his 
reply. 

The  Chairman.  I  have  no  objection  at  all. 

[Telegram.] 

Treasttby  Depabtment, 
Washington,  September  8,  1919. 
Gen.  Chables  G.  Dawes, 

Waldorf-Astoria, 

New  York,  N.  Y.; 

At  recent  meeting  Senate  Banking  and  Currency  Committee,  Hogan,  former 
attorney  for  Riggs  Bank,  asked  that  I  be  requested  to  submit  to  committee  my 
personal  diary  with  special  reference  to  entries  relating  to  Riggs  controversy. 
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I  have  expressed  to  committee  my  willingness  to  comply  so  far  as  I  am  con- 
cerned. In  my  diary,  under  date  of  May  21,  1917,  I  find  an  entry  to  the  effect 
that  you  had  called  that  morning  to  pay  your  respects,  that  being  the  first  time 
you  had  been  in  Washington  since  I  had  been  comptroller,  and  had  commended 
my  administration  of  office  and  had  stated  that  in  the  Riggs  Bank  case  you  had 
taken  pains  to  read  both  sides  and  thought  I  had  clearly  demonstrated  cor- 
rectness  ray  position;  that  you  also  highly  commended  Secretary  McAdoo's 
administration  of  Treasury  and  thought  he  would  go  down  in  history  as  one  of 
the  great  men  of  the  time.  May  I  ask  if  you  have  any  objection  to  my  includ- 
ing diary  entry  relative  to  your  visit  with  other  excerpts  from  diary  which  I 
Intend  to  lay  before  committee?  Am  gratified  to  inform  you  that  although  in- 
vestigation has  been  going  on  off  and  on  over  six  months,  not  a  single  one  of 
the  85,000  officers  and  employees  of  about  8,000  national  banks  under  my  super- 
vision has  appeared  voluntarily  before  committee  to  make  complaint,  and  testi- 
mony of  only  national  bank  executive  officer  who  has  appeared  in  response  to 
summons  from  committee  was  shown  to  be  substantially  false  from  start  to 
finish.  Regret  sincerely  that  I  was  absent  a  few  days  ago  when  you  called  at 
comptroller's  office.  Let  me  take  this  occasion  to  offer  you  my  warm  congratu- 
lations upon  the  splendid  services  you  rendered  our  country  in  France  in  the 
hour  of  need  and  upon  the  unselfish  patriotism  and  excellent  ability  which  have 
characterized  your  work. 

John  Skelton  Williams. 

answer  of  gen.  charles  o.  dawes. 
[Western  Union  Telegram.] 

John  Skklton  Williams, 

Comptroller  of  Currency,  Washington,  D.  C: 

Telegram  received.    Have  no  objection  to  your  quoting  diary. 

Charles  G.  Da  web. 

The  Chairman.  Is  that  a  personal  telegram  or  official  business  f 

Mr.  Williams.  Personal,  and  the  answer  is. 

Senator  Henderson.  That  refers,  of  course,  to  the  entry  made  on 
May  21  that  you  read  here  some  days  ago  ? 

Mr.  Williams.  Yes. 

Senator  Henderson.  Did  Mr.  Hogan  make  any  special  reference  to 
that  before  you  read  it? 

Mr.  Williams.  No;  but  he  commented  on  it  after  I  had  read  it. 
This  comment  of  his  is  what  I  have  just  read  a  few  minutes  ago. 
Then,  I  had  expected,  Mr.  Chairman  and  gentlemen,  to  follow  that 
up  with  the  other  excerpts,  but  I  understand  it  is  your  wish  that  I 
should  pass  those  by. 

On  page  12  of  the  testimony  of  September  5  Mr.  Hogan  claims 
that  I  sent  to  the  committee  certain  letters  and  communications  after 
I  had  announced  that  "  I  was  entirely  through."  That  statement  is 
entirely  untrue.  I  never  represented  to  this  committee  that  I  had 
completed  my  answers  to  the  many  false  statements  which  were  be- 
ing presented  to  your  honorable  committee,  but,  on  the  contrary, 
when  your  committee  adjourned  in  July  it  was  with  the  expressed 
understanding  that  I  should  have  the  opportunity  of  putting  into 
the  record  further  statements.  This  the  record  clearly  shows.  Mr. 
Hogan  on  different  instances  consumed  much  of  your  valuable  time 
listening  to  his  repetition  of  my  denunciations  of  the  false  statements 
with  which  he  and  other  witnesses  have  crowded  this  record.  I  now 
declare  that  I  consider  the  strong  language  I  have  used  well  justified, 
and  also  call  attention  to  the  fact  that  my  strong  denunciations  of  his 
false  statements  have  been  fully  warranted.  1  think  the  committee 
has  noted  the  savage,  persistent,  and  vindictive  character  of  the  at- 
tacks upon  me. 
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Mr.  Hogan  next  takes  up  the  perjury  case  and  charges  that  I  was 
responsible  for  the  indictments  and,  second,  that  Mr.  Untermyer 
offered  to  prevent  the  indictment  of  the  Riggs's  officers  if  the  Kiggs's 
officers  should  resign,  and  that,  third,  that  I  was  cognizant  of  that 
offer.  All  three  statements  are  wholly  untrue,  as  the  records  will 
show.  I  ask  your  attention  to  the  following  excerpts  from  the  testi- 
mony by  Mr.  Lasky,  pages  388  and  389  of  these  hearings.  Mr. 
Lasky  testified  as  follows: 

• 

That  affidavit  stated  that  "  the  said  bank  never  at  any  time  bought  or  sold 
any  stock  whatever  from  or  through  the  firm  of  Lewis  Johnson  &  Co. ;  that  the 
RTggs  National  Bank  never  at  any  time,  from  its  organization  to  the  present, 
ever  made  a  short  sale  of  stock  to  or  through  Lewis  Johnson  &  Co. ;  that  if  there 
are  any  entries  on  the  books  of  the  bank  or  firm  of  Lewis  Johnson  &  Co.  which 
purport  to  show  that  the  Riggs  National  Bank  bought  stock,  sold  stock,  or 
made  short  sales  those  entries  are  false." 

At  the  time  the  affidavit  was  read,  or  the  day  after  it  was  presented,  it  was 
called  to  the  attention  of  the  court  that  it  was  a  serious  matter;  that  it  pre- 
sented a  direct  contradiction  between  the  two  affidavits,  and  either  one  was 
false  or  the  other  was  false. 

After  the  argument  of  the  case  was  over,  the  court,  Mr.  Justice  McCoy, 
spoke  to  me  about  that  affidavit  and  stated  that  in  his  opinion  it  was  a  matter 
to  be  presented  to  the  grand  Jury. 

There,  gentlemen,  is  the  statement  of  the  district  attorney  that  it 
was  the  judge  hearing  the  equity  trial  who  first  suggesed  that  that 
affidavit  should  be  presented  to  the  grand  jury.  Continuing  to  quote 
Mr.  Lasky: 

There  was  an  Investigation  made,  the  records  of  the  bank  were  searched  to 
trace  the  stock  transactions  referred  to  in  the  Wesley  Bennett  affidavit,  and 
the  results  of  those  investigations  were  communicated  to  me.  It  was  my  duty, 
of  course,  to  consider  whether  or  not  that  affidavit  was  false  and  whether  it 
was  willfully  false.  I  conferred  with  the  then  Attorney  General,  Mr.  Gregory, 
and  In  an  interview  I  had  with  him  at  which  no  one  was  present  but  him  and 
myself,  he  stated  that  it  was  for  us — that  is,  himself  and  myself — to  determine 
whether  or  not  the  matter  should  be  presented  to  the  grand  Jury,  and  that  he 
would  rely  upon  my  judgment,  after  an  Investigation  of  the  facts,  as  to 
whether  or  not  the  affidavit  was  false,  and  willfully  false. 

I  made  such  an  investigation,  and  told  him  that  in  my  opinion  it  was  will- 
fully false.  He  told  me  then  to  proceed  as  I  would  in  any  other  criminal  case, 
and  said  that  if  I  needed  any  assistance  from  the  department  he  would  give 
it  to  me.  I  told  him  I  would  like  to  have  Mr.  Fltts  participate  in  the  case,  and 
he  said  he  would  assign  him  to  it. 

The  matter  was  presented  to  the  grand  Jury,  and  the  grand  jury  presented 
the  defendants. 

I  ask  for  the  insertion  here  of  the  indictment  of  three  officers, 
Charles  C.  Glover,  W.  J.  Flather,  and  H.  H.  Flather. 

[In  the  Supreme  Court  of  the  District  of  Columbia,  holding  a  criminal  term.    April  term, 

A.  D.  1915.] 

District  of  Columbia,  ««; 

The  grand  Jurors  of  the  United  States  of  America,  in  and  for  the  District 
of  Columbia  aforesaid,  upon  their  oath  do  present: 

That  at  the  time  of  the  commission  in  the  office  in  this  indictment  herein- 
after set  forth,  and  at  the  District  of  Columbia  aforesaid,  there  was  pending 
before  and  within  the  Jurisdiction  of  the  Supreme  Court  of  the  District  of 
Columbia,  in  the  equity  division  thereof,  a  certain  cause  in  which  the  Riggs 
National  Bank,  of  Washington,  D.  C,  was  plaintiff  and  John  Skelton  Wil- 
liams, as  Comptroller  of  the  Treasury  of  the  United  States,  William  Oibbs 
McAdoo,  as  Secretary  of  the  Treasury  of  the  United  States,  and  John  Burke, 
as  Treasurer  of  the  United  States,  were  named  as  defendants ;  said  cause  being 
numbered  equity  33360  upon  the  docket  of  said  Supreme  Court  of  the  District 
of  Columbia. 
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That  a  bill  of  complaint  has  been  filed  in  said  cause  by  the  plaintiff,  In  walrh 
among  other  things,  it  was  alleged  that  the  said  defendants,  John  Skelton  Wil- 
liams and  William  Gibbs  McAdoo,  had  confederated,  combined,  and  conspired 
so  to  use  and  abuse  and  exceed  the  powers  conferred  on  them  by  the  laws  of 
the  United  States  as  to  impose  upon  the  said  plaintiff  unlawful,  excessive,  and 
ruinous  penalties,  and  entirely  to  cut  off  the  plaintiff  from  certain  large  bank 
deposits  theretofore  held  by  It,  and  greatly  to  injure  and  destroy  the  business  of 
said  plaintiff;  and  that* it  was  the  purpose  and  intent  of  the  said  defendants. 
John  Skelton  Williams  and  William  Gibbs  McAdoo,  willfully  and  maliciously  to 
Inflict  Irreparable  Injury  upon  the  plaintiff,  in  defiance  of  the  official  oaths  of 
said  John  Skelton  Williams  and  said  William  Gibbs  McAdoo.  and  wrongfully 
to  subject  the  plaintiffs  to  their  uncontrolled  and  arbitrary  actions,  which  were 
unauthorized  by  any  law  and  In  violation  of  plaintiffs  property  rights  in  the 
premises,  and  thereby  impair,  confiscate,  or  destroy  the  same.  That  the  said 
bill  of  complaint  further  alleged  that  the  said  defendants,  John  Skelton  Wil- 
liams and  William  Gibbs  McAdoo,  had  persecuted  the  plaintiff  for  the  purpose 
of  destroying  the  business  of  said  plaintiff,  and  thereby  the  said  defendants, 
John  Skelton  Williams  and  William  Gibbs  McAdoo,  had  prostituted  their  high 
public  offices  and  violated  their  oaths  in  order  to  vent  their  personal  vindictive- 
ness  against  the  officers  of  said  plaintiff  bank;  that  the  defendant,  William 
Gibbs  McAdoo,  had  discontinued  the  plaintiff  bank  as  a  depositary  for  Govern- 
ment funds,  and  had  forced  the  withdrawal  and  withholding  of  certain  large 
deposits  from  said  plaintiff  bank,  in  a  deliberate  attempt  to  wreck  said  plaintiff 
bank,  in  execution  of  the  said  conspiracy  existing  between  said  William  Gibbs 
McAdoo  and  said  John  Skelton  Williams  for  that  purpose,  arising  out  of  the 
personal  hatred  by  said  defendants,  John  Skelton  Williams  and  William  Gibbs 
McAdoo,  of  certain  officers  of  said  plaintiff  bank.  That  the  said  bill  of  com- 
plaint further  alleged  that  out  of  a  personal,  malicious,  vindictive,  and  arbi- 
trary purpose  to  injure  and  harass  the  plaintiff  bank,  the  said  defendant,  John 
Skelton  Williams,  had  notified  the  said  plaintiff  bank  that  he,  the  said  John 
Skelton  Williams,  as  Comptroller  of  the  Currency  of  the  said  United  States, 
until  further  notice,  would  refuse  to  approve  the  said  plaintiff  bank  as  a  deposi- 
tary for  the  reserves  of  other  national  banks.  That  the  said  bill  of  complaint 
prayed  for  relief,  among  other  things,  to  the  effect  that  the  defendant,  William 
Gibbs  McAdoo,  might  be  enjoined  during  the  pendency  of  said  cause,  as  well  as 
also  permanently,  from  aiding,  assisting,  or  abetting  the  defendant,  John  Skelton 
Williams,  in  any  manner  whatever,  in  any  of  the  matters  and  things  complained 
of  in  said  bill  of  complaint;  and  that  the  defendant,  John  Skelton  Williams, 
might  be  enjoined  during  the  pendency  of  said  cause,  as  well  also  permanently, 
from  revoking  the  plaintiff's  designation  as  a  depositary  for  the  reserves  of 
other  natipnal  banks;  or  from  refusing  to  approve  the  plaintiff  bank  as  such 
depositary;  and  that  if  the  said  John  Skelton  Williams  had  In  form  revoked 
such  designation,  or  had  in  form  refused  such  approval,  such  revocation  or 
refusal  might  be  decreed  to  be  null  and  void. 

That  upon  the  filing,  as  aforesaid,  of  suid  bill  of  complaint  an  order  was 
issued  by  said  Supreme  Court  of  the  District  of  Columbia  In  said  cause,  re- 
quiring, among  other  things,  that  the  said  John  Skelton  Williams  show 
cause  why  he  should  not  be  enjoined,  pending  said  suit,  from  revoking  said 
plain  tier  s  designation  as  a  depositary  for  the  reserves  of  other  national  banks, 
or  from  refusing  to  approve  the  plaintiff  bank  as  such  depositary;  and  that 
the  defendant  William  Gibbs  McAdoo  show  cause  why  he  should  not  be  en- 
joined, pending  said  suit,  from  aiding,  assisting,  or  abetting  the  defendant 
John  Skelton  Williams,  in  any  manner  whatever,  in  any  of  the  mntters  or 
things  complained  of  in  said  bill  of  complaint 

That  in  answer  to  the  snid  order  of  the  said  Supreme  Court  of  the  Dis- 
trict of  Columbia  certain  affidavits  were  filed  in  said  Supreme  Court  of  the 
District  of  *  Columbia  in  behalf  of  said  defendants  John  Skelton  Williams 
and  William  Gibbs  McAdoo:  that  is  to  say,  there  were  filed  in  said  cause, 
among  other  affidavits,  the  affidavit  of  said  defendant  John  Skelton  Williams, 
the  affidavit  of  said  defendant  William  Gibbs  McAdoo,  and  the  affidavit  of 
one  Wesley   M.   Bennett. 

That  in  said  affidavit  of  the  said  defendant  John  Skelton  Williams,  among 
other  things,  the  said  John  Skelton  Williams  denied  that  he  had  conspired 
with  the  defendant,  William  Gibbs  McAdoo,  Secretary  of  the  Treasury,  in 
any  manner  whatever  to  injure  or  destroy  the  said  plaintiff  bank,  or  that 
he,  the  said  John  Skelton  Williams,  had  any  such  intention,  or  that  any  of 
his  acts  as  Comptroller  of  the  Currency  of  the  United  States  was  caused  by 
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malice,  hatred,  or  HI  will  toward  said  plaintiff  bank,  or  its  officers,  or  any 
of  them;  and  the  said  John  Skelton  Williams  in  said  affidavit  stated  that, 
on  the  contrary,  each  and  every  act  of  him,  the  said  John  Skelton  Williams,  com- 
plained of  In  said  bill  of  complaint,  was  done  by  him,  the  said  John  Skelton 
Williams,  In  the  honest  performance  of  his  duties  as  Comptroller  of  the 
Currency  of  the  United  States  and  in  the  best  exercise  of  his  judgment  and 
discretion;  tbat  upon  an  examination  into  the  affairs  of  pin  In  tiff  bank,  he,  the 
saM  John  Skelton  Williams,  had  learned  tbat  the  said  plaintiff  bank  had 
continuously  conducted  a  large  and  extensive  stock-brokerage  business,  and 
bad  bought  and  sold  stocks  and  other  securities,  both  for  itself  and  on  com- 
mission for  others;  the  said  plaintiff  bank  had  publicly  advertised  itself  as 
engaged  In  the  business  of  buying  and  selling  stocks  imd  bonds  for  custom- 
ers; that  said  business  conducted  by  n  national  bank  was  conducted  fn  vio- 
lation of  law;  that  the  said  plaintiff  bank  had  been  admonished,  in  the 
years  of  our  Lord  1903,  1904,  and  1906;  that  the  said  stock-brokerage  busi- 
ness was  beyond  the  powers  of  said  bank  and  should  not  be  contiuued;  that 
when  so  admonished  in  the  year  of  our  Lord  1900.  the  said  plaintiff  bank 
adopted  methods  of  conducting  said  business  whereby  various*  officers  of  the 
said  bank,  to  wit,  one  Charles  C.  Glover,  president  of  said  bank,  one  William 
J.  Flather,  one  of  the  vice  presidents  of  said  bank,  and  one  Henry  H.  Flather, 
cashier  of  said  bank,  were  to  carry  on  the  stock-brokerage  business  in  tbeir 
own  names  and  from  time  to  time  were  to  give  to  the  said  bank  the  profits 
therefrom,  and  accordingly  thereafter  so  conducted  the  said  stock-brokerage 
business;  and  that  the  action  of  him,  the  said  John  Skelton  Williams,  in  re- 
fusing to  approve  the  said  plaintiff  bank  as  a  depositary  for  reserves  of  other 
banks,  was  based,  in  part,  upon  the  said  unlawful  conduct  of  stock-brokerage 
business  by  said  bank,  and  was  done  in  the  exercise  oi  the  best  judgment 
of  him,  the  said  John  Skelton  Williams,  as  Comptroller  of  the  Currency  of  the 
United  States. 

That  in  said  affidavit  of  the  said  defendant,  William  Gibbs  McArioo,  among 
other  things,  the  said  William  Gibbs  McAdoo  denied  the  charges  of  his  having 
conspired  with  the  said  defendant.  John  Skelton  Williams,  to  injure  tho 
plaintiff  or  its  business ;  and  denied  that  he,  said  William  Gibbs  McAdoo,  had 
openly  or  publicly,  or  in  any  other  way,  manifested  or  entertained  personal 
malice  or  ill  will  toward  or  against  the  said  plaintiff  or  any  of  its  officers; 
that  he,  the  said  William  Gibbs  McAdoo,  had  been  Informed  that  the  said 
plaintiff  bank  and  its  officers  had  been,  or  were,  conducting  a  stock-brokerage 
business  within  the  bank,  contrary  to  the  national  banking  act,  and  by  evasive 
means;  that  a  large  part  of  the  resources  of  said  bank  was  being  employed  in 
carrying  speculative  accounts  secured  by  stocks  and  bonds ;  that  the  said  bank 
was  doing  a  far  smaller  proportion  of  commercial  business,  compared  to  its  de- 
posits and  resources,  than  any  other  national  bank  in  Washinton,  D.  C,  although 
the  deposits  in  said  plaintiff  bank  were  larger  than  those  of  any  other  national 
bank  in  said  District  of  Columbia;  at  he,  the  said  William  Gibbs  McAdoo, 
finally  reached  the  concluson  that  it  was  not  in  the  public  interest  to  deposit 
Government  funds  In  the  plaintiff  bank,  or  to  advise  their  deposit  in  said  bank, 
because,  among  other  reasons,  he,  the  said  William  Gibbs  McAdoo,  did  not 
believe  that  funds  of  the  Government  should  be  placed  in  banks  in  which  the 
officers  were  conducting  a  stock-brokerage  business  within  the  bank  and  using 
such  funds,  directly  or  indirectly,  for  the  carrying  of  speculative  accounts  In 
stocks  and  bonds,  in  violation  of  the  spirit.  If  not  of  the  letter,  of  the  national- 
bank  act,  and  especially  when  such  funds  could  be  employed  with  greater  bene- 
fit to  the  public  by  depositing  them  in  banks  that  would  use  them  for  legitimate 
commercial  purposes. 

That  for  the  purpose  of  showing  that  the  said  plaintiff  bank  had  conducted  a 
stock-brokerage  business  as  in  the  said  affidavits  of  said  John  Skelton  Williams 
and  said  William  Gibbs  McAdoo  alleged,  and  in  order  to  show  the  nature  and 
extent  thereof  there  was  filed,  as  aforesaid,  the  said  affidavit  of  said  Wesley 
M.  Bennett  and  there  was  attached  thereto  and  filed  therewith  a  certain 
transcript  of  an  account  as  It  appeared  upon  the  books  of  a  certain  stock- 
brokerage  firm  known  as  Lewis  Johnson  &  Co.  between  the  said  Rlggs  National 
Bank  and  the  said  Lewis  Johnson  &  Co.,  which  said  transcript  of  account 
showed  certain  stock  transactions  between  the  said  Riggs  National  Bank  and 
the  said  Lewis  Johnson  &  Co. 

That  upon  the  questions  and  issues  arising  in  said  cause  upon  the  allega- 
tions of  the  said  bill  and  the  averments  of  the  said  affidavits' as  hereinbefore 
set  out,  as  well  as  upon  other  questions  and  Issues  Involved  in  said  cause,  it 
became  and  was  material  matter  before  said  Supreme  Court  of  the  District  of 
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Columbia  to  determine  whether  or  not  the  said  Riggs  Natioual  Bank  of  Wash- 
ington, had  conducted  a  stock-brokerage  business  and  had  bought  or  sold  stock 
from  or  through  the  said  Lewis  Johnson  &  Co.,  and,  in  connection  therewith, 
to  determine  whether  the  books  of  said  Lewis  Johnson  &  Co.,  wherein  they 
indicated  that  said  Riggs  National  Bank  had  bought  stock,  or  sold  stock,  from 
or  through  said  Lewis  Johnson  &  Co.,  were  true  accounts  and  entries  of  trans- 
actions, or  whether  they  were  false  accounts  and  entries  of  transactions. 

And  the  grand  jurors  aforesaid,  upon  their  oath  aforesaid,  do  further  present: 

That  on,  to  wit,  the  19th  day  of  May,  in  the  year  of  our  Lord  1915,  and  at  the 
District  of  Columbia  aforesaid,  one  Charles  C.  Glover,  one  William  J.  Flather, 
and  one  Henry  H.  Flather,  each  late  of  the  District  of  Columbia  aforesaid,  in 
the  said  cause,  pending,  as  aforesaid,  before  and  within  the  jurisdiction  of  the 
said  Supreme  Court  of  the  District  of  Columbia,  feloniously,  willfully,  falsely, 
maliciously,  and  corruptly,  before  one  Bessie  B.  Sheehy,  she,  the  said  Bessie 
B.  Sheehy,  then  and  there  being  an  officer  and  person  competent  to  administer 
such  oath,  that  is  to  say,  then  and  there  being  a  notary  public  in  and  for  the 
said  District  of  Columbia,  and  said  cause  being  a  case  in  which  a  law  of  the 
United  States  authorized  such  oath  to  be  administered,  did  take  oath  that 
the  certain  written  declaration,  deposition,  and  certificate  (hereinafter  referred 
to  as  declaration),  by  the  said  Charles  C.  Glover,  the  said  William  J.  Flather, 
and  the  said  Henry  H.  Flather  subscribed,  was  true;  and  said  Charles  G. 
Glover,  the  said  William  J.  Flather,  and  the  said  Henry  H.  Flather,  having 
taken  the  said  oath  as  aforesaid,  did  feloniously,  willfully,  falsely,  maliciously, 
and  corruptly,  and  contrary  to  said  oath,  then  and  there  state  and  subscribe 
matter  material  to  the  questions  and  Issues  In  the  said  cause  pending,  as  afore- 
said, which  they,  the  said  Charles  C.  Glover,  the  said  William  J.  Flather,  and 
the  said  Henry  H.  Flather  then  and  there  did  not  believe  to  be  true;  that 
the  said  declaration  was,  in  substance,  as  follows: 

"Charles  C.  Glover,  William  J.  Flather,  and  Henry  H.  Flather,  being  first 
duly  sworn,  on  oath  say  that  they  are,  respectively,  the  president,  one  of  the 
vice  presidents,  and  the  cashier  of  the  Klggs  National  Bank;  that  they  have 
been  connected  with  that  institution  since  the  first  day  of  its  organization  as 
a  national-banking  association;  that  the  said  bank  never  at  any  time  bought 
or  sold  any  i  took  whatever  from  or  through  the  firm  of  Lewis  Johnson  &  Co. ; 
that  the  Riggs  National  Bank  never  at  any  time  from  its  organization  to  the 
present  ever  made  a  short  sale  of  stock  to  or  through  Lewis  Johnson  &  Co.; 
tjiat  if  there  are  any  entries  on  the  books  of  the  bankrupt  firm  of  Lewis 
Johnson  &  Co.  which  purport  to  rhow  that  the  Riggs  National  Bank  bought 
stocjt,  sold  stock,  or  made  short  sales,  those  entries  are  false;  these  affiants, 
on  information  and  belief,  Bay  that  an  examination  of  the  books  of  Lewis 
Johnson  &  Co.  since  that  firm  was  declared  bankrupt  has  shown  many  fic- 
titious accounts,  and  the  use  of  many  accounts  for  the  false  entries  of  alleged 
transactions." 

That  the  said  declaration  was  false  in  certain  matters  material  to  the  ques- 
tions and  ls.*ues  in  said  cause  pending,  as  aforesaid,  In  this,  to  wit,  that  said 
declaration  stated  that  the  said  Riggs  National  Bank  never  at  any  time  bought 
or  sold  any  stock  whatever  from  or  through  the  firm  of  Lewis  Johnson  &  Go., 
whereas  In  truth  and  In  fact,  the  said  Riggs  National  Bank,  on  divers  days 
and  times  between,  to  wit,  the  month  of  June,  In  the  year  of  our  Lord  1909, 
and  the  month  of  October,  In  the  year  of  our  Lord  1913,  had  bought  and  sold 
stock  from  and  through  the  said  firm  of  Lewis  Johnson  &  Co. ;  that  said  declara- 
tion further  stated  that  if  there  were  any  entries  on  the  books  of  the  bank- 
rupt firm  of  Lewis  Johnson  &  Co.  which  purported  to  enow  that  the  Riggs 
National  Bank  bought  stock  or  sold  stock,  these  entries  were  false;  whereas, 
in  truth  and  in  fact,  the  entries  on  the  books  of  the  said  firm  of  Lewis  Johnson 
&  Co.  purporting  to  show  that  the  said  Riggs  National  Bank  bought  stock  and 
sold  stock  were  true  entries,  and  not  false  as  in  raid  declaration  stated;  and 
the  said  Charles  C.  Glover,  the  said  William  J.  Flather,  and  the  said  Henry 
H.  Flather,  at  the  time  of  subscribing  the  said  declaration  and  taking  oath 
that  the  matters  therein  contained  were  true,  well  knew  the  said  declaration 
to  be  false,  as  aforesaid;  and  so  the  grand  jurors  aforesaid,  upon  their  oath 
aforesaid,  do  say  that  the  said  Charles  C.  Glover,  the  said  William  J.  Flather, 
and  the  said  Henry  H.  Flather,  on  the  day  and  year  aforesaid,  and  at  the  Dis- 
trict of  Columbia  aforesaid,  did  commit  willful  and  corrupt  perjury,  against 
the  form  of  the  statute  In  such  case  made  and  provided,  and  against  the  peace 
and  government  of  the  said  United  States. 

Attorney  of  the  United  States  in  and  for  the  District  of  Columbia, 
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The  Chairman.  Can  you  make  the  circumstances  a  little  more  clear 
and  state  the  verdict,  to  be  perfectly  fair  ? 

Mr.  Williams.  Certainly. 

Senator  Henderson.  May  I  ask  one  ciuestion  there?  What  is  the 
purpose  of  putting;  the  indictment  into  tne  record  ? 

Mr.  Williams.  The  indictment  is  quite  full  and  gives  the  grounds 
upon  which  the  indictment  was  based  as  appeared  to  the  grand  jury. 

The  Chairman.  I  do  not  see — you  are  the  best  judge  of  what  would 
help  your  own  situation,  but  you  pick  out  three  innocent  men  who 
have  been  acquitted  of  what  you  describe  as  a  crime  for  the  purpose 
of  publishing  a  charge  against  them,  does  not  seem  quite  consistent 
with  your  attitude  of  fairness. 

Mr.  Williams.  The  records  show,  I  think,  Mr.  Chairman,  that  the 
verdict  of  acquittal  was  rendered  after  Mr.  Hogan  had  taken  the  stand 
and  had  admitted  or  stated  that  he  drew  the  affidavit,  and  that  it  was 
on  his  advice  that  it  was  signed  by  those  three  men.  I  want  to  be 
entirely  fair  about  this  matter.  I  do  not  think  there  is  any  fairness 
whatsoever  shown  by  the  witnesses  who  crowded  this  record  with 
these  misstatements  and  unfair  charges,  but  I  do  not  care  to  press 
this  now. 

The  Chairman.  No  objection  on  the  part  of  the  committee? 

Senator  Henderson.  I  would  suggest,  Mr.  Chairman,  then,  in  view 
of  the  fact  that  there  are  only  three  of  us  present,  that  the  offer  made 
by  the  witness  be  submitted  to  the  chairman  for  action  by  the 
chairman. 

The  Chairman.  Make  a  note  in  the  record  there,  please. 

Mr.  Williams.  The  testimony  of  the  district  attorney  has  never 
been  impeached.  Mr.  Untermyer  himself  has  given  testimony  contra- 
dicting the  stories  of  Mr.  Hogan.  The  third  person  interviewed  was 
Mr.  Cromwell,  of  New  York.  Mr.  Untermyer  has  stated  to  your 
committee  that  he  had  an  interview  with  Mr.  Cromwell,  and  every 
effort  has  been  made,  I  understand,  to  have  Mr.  Cromwell  come  down 
to  Washington  to  substantiate,  if  he  would,  Mr.  Hogan's  false  state- 
ments and  conclusions;  and  although,  as  I  understand,  that  five  or  six 
dates  have  been  appointed  by  the  committee  to  hear  Mr.  Cromwell,  he 
has  not  to  this  time  appeared.  Presumably  he  agrees  with  Mr.  Un- 
termyer as  to  what  the  latter  said.  As  Mr.  Untermyer  has  contra- 
dicted so  clearly  and  conclusively  the  statement  of  Mr.  Hogan,  I  shall 
content  myself  with  calling  attention  to  a  few  special  paragraphs  in 
the  testimony. 

On  page  684  Mr.  Untermyer,  recognized  as  one  of  the  ablest  leaders 
of  the  New  York  bar,  said : "  In  my  judgment,  Mr.  Hogan  wholly  mis- 
apprehends the  scope  of  the  proceeding  before  Judge  McCoy  and  the 
basis  of  the  decision.  There  were  days  of  argument  before  Judge 
McCoy  upon  the  facts,  and  his  decision  was  a  complete  vindication 
and  victory  for  the  Treasury  officials  so  far  as  the  charges  made  against 
them  for  conspiracy  and  wrongdoing."  On  page  650,  Mr.  Untermyer 
says: 

In  conclusion,  permit  me  to  say  that  I  greatly  regret  the  perpetuation  of  this 
controversy  on  the  part  of  Mr:  Hogan  aganst  Mr.  Williams,  and  believe  it  to 
be  most  unjust  Mr.  Hogan  has  doubtless  suffered  great  agony  of  mind,  more 
particularly  because  of  tbe  affidavit  for  which  he  was  responsible  and  which 
may  account  for  his  bitterness.  To  my  mind,  Mr.  Williams  showed  great 
breadth  and  magnanimity  in  deciding  to  extend  the  charter  of  the  bank.    I 
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doubt  whether  I  would  have  done  so  upon  the  facts,  as  I  know  them  to  exist 
if  I  had  been  Comptroller  of  the  Currency,  or  that  any  stranger  to  whom  that 
record  was  submitted  would  have  felt  justified  in  extending  the  charter  unless 
the  men  who  were  responsible  for  the  offenses  against  the  banking  law  were 
retired  from  the  management. 

Then  follow  questions  addressed  to  Mr.  Untennyer  by  the  chair- 
man: 

The  Chaibman.  Mr.  Untennyer,  you  were  counsel  for  Mr.  Williams  In  the 
equity  suit? 

Mr.  Untebmyeb.  Only  in  the  way  I  have  explained.  I  did  not  regard  myself 
as  representing  Mr.  Williams  any  more  than  the  Attorney  General  represented 
Mr.  Williams.  I  was  a  special  assistant  to  the  Department  of  Justice;  paid 
by  the  Department  of  Justice,  paid  by  nobody  else,  under  duty  to  nobody  else. 
These  officials  had  been  attacked  in  their  official  capacity.  They  were  entitled 
to  be  defended  by  the  Department  of  Justice. 

The  Chaibman.  As  he  was  immediately  the  defendant  in  the  equity  suit 
you  probably  had  occasion  to  consult  with  him  frequently  about  these  matters? 

Mr.  Untebmyeb.  Very  little,  except  when  the  affidavit  was  being  drawn  in 
the  equity  suit.  I  drew  Mr.  McAdoo's  affidavit  myself.  I  did  not,  as  I  re- 
member, draw  Mr.  Williams's  affidavit  Tou  see,  Mr.  Brandeis  had  been  in  this 
matter  before  I  came  into  it.    He  had  been  advising  Mr.  Williams. 

The  Chaibman.  You  did  have  some  conversation  with  Mr.  Williams  about 
this  case,  probably? 

Mr.  Untebmyeb.  Oh,  yes;  certainly. 

The  Chairman.  Did  you  discuss  with  him  the  criminal  proceedings? 
.  Mr.  Untebmyeb.  No*  sir. 

The  Chaibman.  That  subject  was  never  mentioned? 

Mr.  Untebmyeb.  I  <io  not  recall  ever  having  discussed  the  criminal  pro- 
ceedings with  Mr.  Williams.    I  discussed  it  with  the  Department  of  Justice, 

The  Chaibman.  Did  you  ever  state  to  Mr.  Williams  your  view  in  regard  u> 
that? 

Mr*  Untebmyeb.  I  do  not  think  I  did.  I  did  not  understand  that  Mr.  Wil- 
liams had  anything  to  do  with  It  Mr.  Gregory  was  simply  wild  about  this 
thing.  We  came  back:  from  the  hearing  that  day,  after  that  affidavit  had  been 
read  Into  the  record  In  which  it  was  stated  that  if  there  were  any  entries  on 
Lewis  Johnson  &  Ca's  books,  transactions  with  the  Rlggs  Bank,  they  were 
fictitious,  and  he  was  in  a  terrible  rage  about  it 

The  Chaibman.  Tou  know  what  the  comptroller's  view  was  with  regard  to 
the  criminal  proceedings? 

Mr.  Untebmteb.  I  do  not  think  I  do,  so  far  as  I  recall,  Mr.  Chairman,  I 
did  not  think  that  I  had  anything  to  do  with  it  or  with  him.  My  eoBoiection 
ceased  when  Judge  McCoy 

The  Chaibman.  Yes ;  but  the  subject  was  brought  up.  You  and  Mr.  Crom- 
well and  Mr.  Hogan — I  did  not  know  but  in  view  of  these  repeated  conversa- 
tions with  counsel  for  the  other  side  bearing  specially  upon  this  subject  of  the 
crimiaal  proceeding  you  might  have  discussed  it  with  Mr.  Williams 

Mr.  Untebmyeb.  It  may  be,  Mr.  Chairman. 

The  Chaibman  (continuing).  And  expressed  your  view  to  him? 

Mr.  Untebmyeb.  It  may  be,  Mr.  Chairman,  but  I  do  not  recall  having  done 
so.  There  were  a  good  many  things  in  connection  with  this  transaction  that 
I  did  not  recall  when  I  first  saw  Mr.  Hogan's  testimony.  The  whole  thing 
had  faded  from  my  memory,  and  I  had  to  rake  up  and  refresh  my  mind  and 
have  my  son  talk  with  Mr.  Cromwell,  and  in  that  way  bring  the  picture  back 
before  my  mind. 

The  Chaibman.  Did  you  not  have  conversations  with  the  comptroller  m  re- 
gard to  the  importance  of  having  this  suit  withdrawn? 

Mr.  Untebmyeb.  No,  sir.  I  never  talked  with  him,  as  far  as  I  recall,  about 
that  subject  at  all.  Remember,  this  appeal  was  made  to  me.  I  did  not  go  to 
somebody  else.  I  was  not  acting  in  any  professional  way.  Nobody  was  paying 
me;  nobody  was  suggesting  it  I  would  not  have  taken  pay.  They  were  ap- 
pealing to  me  to  see  what  I  could  do,  and  everybody  understood  that  It  was  a 
foregone  conclusion  that  the  case  would  either  have  to  be  tried  or  Judge  McCoy 
would  have  to  be  reversed  in  his  view  of  the  law  as  to  the  powers  of  the  comp- 
troller before  the  charter  could  be  renewed. 
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Senator  Fletcher.  Were  you  in  a  position  to  assure  Mr.  Hogan  at  that  time 
tliat  there  would  be  no  more  talk  of  Indictment  and  no  indictment  would  be 
brought  if  that  was  done? 

Mr.  Untermyer.  I  had  not  any  sort  of  power  and  did  not  assume  to  exercise 
any  sort  of  power.    I  was  not  representing  anybody. 

The  Chairman.  Just  one  question  more,  referring  back  to  the 
other  matter:  I  assume  that  you  did  consider  yourself  as  counsel 
for  the  respondent  in  the  civil  proceeding  until  it  was  ultimately 
withdrawn  or  dismissed? 

Mr.  Untermyer.  No;  I  considered  the  civil  proceeding  ended 
when  Judge  McCoy  decided  it,  because,  for  all  practical  purposes 
and  intents,  it  was  ended,  and  I  was  going  away  and  I  had  discharged 
my  mind  of  it.  Mr.  McAdoo  had  been  charged  with  a  conspiracy. 
If  what  the  complaint  said  was  true,  or  a  fraction  of  it  was  true, 
these  people  were  unfit  to  be  public  officials.  He  had  been  not  only 
vindicated,  which  was  the  thing  in  which  I  was  interested,  but  the 
suit  had  been  shown  to  be  a  grossly  groundless  and  malicious  suit. 

I  think,  Mr.  Chairman  and  gentlemen,  that  that  may  be  consid- 
ered a  pretty  complete,  effective  answer  to  the  rambling  misstatements 
which  Mr.  Hogan  made  on  that  subject  upon  occasion  of  his  last 
appearance  before  the  committee. 

Mr.  Chairman,  I  want  to  apologize  to  the  committee  or  to  explain 
possibly  a  delay  in  placing  my  hands  upon  the  records  which  I  am 
using.  The  stenographic  report  of  the  last  proceedings  were  not 
finally  delivered  to  me  until  half  past  9  o'clock  this  morning.  I 
got  them  in  installments  during  yesterday,  and  I  think  possibly 'a 
portion  of  the  day  before,  but  the  conclusion  did  not  reach  me  until 
this  morning  at  half  past  9,  and  I  have  not  yet  had  the  opportunity 
of  glancing  over  the  last  installments  of  the  last  testimony  of  Hogan. 
In  my  letter  to  this  committee,  Mr.  Chairman  and  gentlemen,  of 
August  12,  I  quoted  from  the  examination  by  a  national-bank  ex- 
aminer of  the  officers  of  the  bank,  relative  to  the  disposition  or  dis- 
appearance of  certain  records  especially  relating  to  the  five  or  six 
thousand  transactions  between  the  Riggs  Bank  and  certain  brokerage 
firms.  I  also  call  attention  to  Mr.  Hogan's  denial  as  to  the  destruc- 
tion of  those  records.  I  said,  on  page  1&,  of  my  printed  letter  to  this 
committee,  August  12,  "  I  want  to  say  while  I  am  looking  for  this, 
that  during  the  entire  existence  of  the  Riggs  National  Bank,  none 
of  its  records  were  ever  destroyed.  No  one  had  ever  intimated  that 
any  of  its  records  had  been  or  would  be  destroyed,  there  was  never 
any  reason  for  destroying  its  records."  How  Mr.  Hogan  could  have 
made  such  a  statement  as  that,  if  no  one  had  ever  intimated  that?  any 
of  its  records  had  been  or  wonld  be  destroyed,  after  the  cashier  or  the 
vice  president  had  specifically  stated  as  shown  in  the  record  in 
regard  to  purchase  and  sales  slips,  "  they  were  thrown  away,"  should 
be  explained. 

After  that  testimony  had  been  given  by  Mr.  W.  J.  Flather  the 
examiner,  Trimble,  located  a  number — some  hundreds — of  those  pur- 
chase and  sales  slips,  and  the  witness  Hogan  presented  to  your  com- 
mittee a  bundle  ot  those— of  what  he  stated  were  purchase  and  sales 
slips,  claiming  that  they  had  not  been  destroyed.  Mr.  Hogan  said  the 
vice  president,  Flather,  was  incorrect  in  stating  that  they  had  been 
done  away  with.    My  statement  in  this  letter  to  the  committee  of 
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August  12  stands.  He  has  never — he,  Mr.  Hogan,  has  not  shown  the 
incorrectness  of  a  single  syllable  or  letter  in  that  statement.  When 
after  he  made  that  extraordinary  statement  that  he  records  which  it 
Was  claimd  had  been  destroyed  that  they  had  not  ben  destroyed  but 
were  found,  I  then  took  occasion,  took  steps  to  ascertain  whether 
there  was  any  foundation  for  his  claim  which  he  made  to  your 
committee. 

Senator  Henderson.  Mr.  Williams  is  right  there.  Will  you  ex- 
plain to  the  committee  the  object  or  purpose  of  the  issuance  of  that 
letter  of  August  12?  What  were  your  reasons  for  sending  it! 
Was  it  on  request? 

Mr.  Williams.  This  letter  contained  matters  relating  to  my  de- 
fense which  I  thought  of  very  great  importance  and  should  be  before 
the  committee.  I  sent  this  letter  to  the  committee  about  August 
12,  hoping  it  would  be  promptly  printed  and  distributed  to  the 
members  of  the  committee  so  that  they  might  acquaint  themselves 
with  the  contents  during  the  recess  of  the  committee.  It  had  been 
stated  before  the  committee  had  adjourned  in  July  that  I  would 
have  the  opportunity  of  sending  in  any  additional  evidence  that  I 
desired  to  submit.  The  record  will  show  that  I  think,  and  it  was 
in  pursuance  of  that  understanding  that  I  embraced  in  this  letter 
many  matters  which  I  felt  it  highly  important  should  be  brought 
to  the  attention  of  the  committee.  After  waiting  two  or  three  weeks 
I  learned  that  the — that  my  typewritten  letter  had  not,  up  to  that 
time,  been  sent  to  the  Government  Printing  Office,  and  feeling  from 
my  standpoint  that  it  was  important  that  these  facts  should  be 
gotten  before  the  committee  as  early  as  possible,  in  view  of  their 
reassembling — I  understood  thej  were  to  meet  again  before  the  1st  of 
September — I  had  the  letter  printed  myself,  at  my  own  expense,  and 
sent  over  to  the  chairman  of  the  committee  16  copies  of  this  printed 
communication,  one  for  each  member  of  the  committee,  so  that  if 
they  saw  fit  to  do  so,  they  might  have  the  opportunity  of  reading  it 
and  getting  the  essential  information  before  the  committee  should 
reconvene. 

Under  date  of  September  6,  1919,  I  addressed  this  letter  to  the 
Riggs  National  Bank,  Washington : 

September  6,  1919. 
Riggs  National  Bank, 

Washington,  D.  C. 

Sirs:  I  understand  that  the  records  show  that  In  the  several  years  Imme- 
diately prceding  the  summer  of  1914,  the  Hlggs  National  Bank  had  some  five 
or  six  thousand  transactions  in  securities,  largely  In  stocks,  with  the  broker- 
age firms  of  Lewis  Johnson  &  Go.  and  J.  B.  Colgate  &  Co.,  and  that,  In  con- 
nection with  those  transactions  notices  reporting  purchases  and  sales  were 
customarily  addressed  to  the  Riggs  National  Bank  by  the  brokerage  firms. 

At  the  examination  of  the  officers  of  your  bank,  held  on  May  28,  1915,  Bank 
Examiner  Smith  addressed  to  officers  of  your  bank  the  following  questions: 

"  How  about  the  confirmation  slips  of  purchases  and  sales  sent  to  the  bank 
by  Lewis,  Johnson  &  Co.?    Are  those  filed? 

The  following  colloquy  then  ensued  between  W.  J.  Flather,  vice  president 
of  the  bank,  and  the  national-bank  examiner : 

"Mr.  W.  J.  Flather.  Filed,'  you  say? 

"  Examiner  Smith.  Yes. 

''Mr.  W.  J.  Flather.  There  may  be  some  of  them  in  the  office,  Mr.  Smith, 
out  I  do  not  know  that  they  were  filed.  They  were  frequently  put  on  the 
spindle  as  other  orders  for  drafts  and  the  like  of  that  There  may  be  some 
of  them  in  the  office ;  I  do  not  know. 

"  Examiner  Smith.  Do  you  mean 
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"Mr.  W.  J.  Flatheb  (interrupting).    They  were  not  kept  for  any  time. 

"  Examiner  Smith.  Not  kept  at  all,  you  mean? 

"Mr.  W.  J.  Flatheb.  No;  they  were  not  considered  of  any  value. 

"  Examiner  Smith.  Were  they  Just 

"Mr.  W.  J.  Flatheb  (interrupting).  They  were  put  on  the  spindle  and 
from  time  to  time,  like  other  waste  paper,  they  were  thrown  away. 

"Examiner  Smith.  They  were  never  permanently  filed? 

"  Mr.  W.  J.  Flatheb.  No. 

M  Examiner  Smith.  So  there  is  no  complete  file  of  them? 

'•  Mr.  W.  J.  Flatheb.  No,  sir." 

Before  yesterday's  meeting  of  the  Banking  and  Currency  Committee  of  the 
Senate,  Mr.  F.  J.  Hogan,  who  had  stated  to  the  committee  that  he  is  of  coun- 
sel for  your  bank,  although  when  he  appeared  before  the  committee  in  July 
he  claimed  not  to  be  representing  your  bank,  denied  most  positively  and  un- 
equivocally that  the  records  referred  to  had  ever  been  destroyed;  and  he 
laid  before  the  committee  a  bundle  which  he  said  contained  the  purchase 
and  sales  slips  about  whk*h  Inquiry  had  been  made  by  National-bank  Exam- 
iner Smith  on  May  28,  1915. 

Please  inform  me  how  many  of  these  purchase  and  sales  slips  or  notices 
your  bank  now  actually  has  in  its  possession — how  many  of  "  purchases " 
and  how  many  of  "  sales  " — and  whether  these  purchase  and  sales  slips  cover 
all  of  the  aforesaid  five  or  six  thousand  transactions  between  the  Riggs  Na- 
tional Bank  and  the  brokerage  firms  mentioned. 

A  prompt  reply  to  this  letter  is  requested. 
Respect  fully, 

(Signed)  J  no.  Skkltok  Williams, 

Comptroller. 

As  to  my  understanding  of  the  transaction,  I  quote  the  following 
statement  from  the  court  (official  record,  vol.  6,  pp.  545-546,  equity 
suit) : 

The  Chairman.  This  is  not  in  the  letter? 

Mr.  Williams.  No  ;  no ;  this  is  not  in  the  letter. 

The  Court.  There  are  6,000  entries  on  the  books  of  the  Kiggs  Bank  of 
transactions  standing  In  the  name  of  the  bank  on  those  books.  I  do  not 
know  how  many  checks  there  are,  but  there  are  .-onie  of  them,  and  they  say 
they  settled  by  check  in  that  way,  or  else  by  the  pass  book. 

Mr.  Untebmyer.  We  say  there  are  thousands  of  them. 

The  Court.  The  affidavit  filed  yesterday  not  only  denied  specifically  that  the 
Riggs  Bank  had  any  transactions,  but  contains  the  statement  which  I  have 
referred  to,  that  Lewis  Johnson  &  (V>.  would  make  fictitious  entries.  That  is 
the  end  of  that  part  of  the  affidavit  which  characterizes  the  whole  affidavit, 
and,  without  commenting  upon  it,  it  has  got  to  be  explained  with  reference  to 
this  affidavit  that  is  filed  here  now. 

******* 

No,  Mr.  Hogan.  Let  me  see  that  affidavit  that  was*  fiUnl  yesterday.  [The 
document  was  handed  to  the  court.  1  The  stutemeut  is  that  "  if  there  are  any 
entries  on  the  books  of  the  firm  of  Lewis  Johnson  &  Co.  which  purport  to 
show  that  the  Kiggs  National  Bank  bought  stock,  sold  stock,  or  made  short 
sales,  those  entries  are  fabe."  There  was  only  one  inference  which  I  drew 
from  that,  namely,  that  the  Riggs  National  Bank,  if  there  was  an  account  in 
its  name  on  Lewis  Johnson's  books,  did  not  know  that  such  was  the  fact. 
There  can  not  be  any  other  inference  drawn  from  the  statement 

Now,  I  will  continue  reading  my  letter  of  September  6,  1919. 

i Continues,  beginning  with  second  paragraph :] 
n  reply  to  that  I  have  received,  under  date  of  September  8,  the 
following  letter  from  Biggs  National  Bank : 

The  Rioos  National  Bank  ok  Washington,  P.  C, 

Washington,  />.  C,  September  S,  1919. 

COMPTROLLER  OF  THE  CURRENCY, 

Washington,  D.  C. 

Dear  Sib:  We  acknowledge  receipt  of  your  letter  fluted  September  (5,  1919, 
but  delivered  to  the  Riggs  National  Bank  this  afternoon   (Sept.  8),  between 
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the  hours  of  3  and  4  o'clock,  by  Mr.  James  Trimble,  national-bank  examiner. 
regarding  the  advices  which  you  desire  us  to  report  about. 

We  understand  these  advices,  which  were  used  by  Mr.  Hogan  In  the  perjury 
trial  against  Klggs  Bank  officers,  were  submitted  to  the  Banking  and  Currency 
Committee  recently  and  that  they  are  now  in  Mr.  Hogan's  possession,  and  he 
is  absent  from  the  city  and  will  return  late  this  week  or  early  next  week. 
In  the  meantime  we  have  asked  Mr.  J.  J.  Darlington,  the  genera!  counsel  of 
the  bank,  to  look  into  the  matter.  As  soon  as  we  have  heard  from  him  we  will 
be  pleased  to  report  further  concerning  your  inquiry. 
Very  truly,  yours, 

(Signed)  Joshua  Evans,  Jr.,  Cashier. 

(He  attached  a  letter  from  Riggs  Bank,  September  8.  to  Mr. 
Darlington,  as  follows:) 

The  Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  Z>.  C,  September  S,  1919. 
J.  J.  Darlington,  Esq., 

Attorney  at  Law,  $10  Fifth  Street  NW., 

Washington,  D.  C. 

Dear  Sib:  The  Riggs  National  Bank  received,  between  8  and  4  o'clock  this 
afternoon,  a  letter  from  the  Comptroller  of  the  Currency,  dated  September  6, 
1919,  delivered  in  person  by  Mr.  James  Trimble,  national-bank  examiner,  a 
copy  of  which  Is  Inclosed. 

Mr.  Hogan  has  possession  of  certain  bills  and  advices  which  were  used  in 
the  perjury  trial  against  officers  of  the  Riggs  National  Bank,  and  these  I 
understand  he  exhibited  to  the  Banking  and  Currency  Committee  a  few  days 
ago  in  connection  with  the  controversy  between  himself  and  the  Comptroller  of 
the  Currency  regarding  the  bills  and  advices  in  question. 

•  As  one  of  the  counsel  for  the  bank  will  you  please  have  these  bills  and 
advices  gone  over  to  see  if  they  are  the  ones  the  comptroller  desires  us  to 
report  about? 

Meanwhile  we   have   acknowledged   the    letter   of   the  Comptroller  of   the 
Currency  dated   September  6,  1919,  and  have  also  sent  him  a  copy  of  oar 
letter  of  this  date  to  you. 
Very  truly,  yours, 

(Signed)  Joshua  Evans,  Jr.,  Cashier. 

On  receipt  of  that  I  addressed  this  letter: 

September  9,  1919. 
Rigos  National  Bank,  Washington,  D.  0. 

Sib:  I  have  your  letter  of  the  8th  instant,  acknowledging  my  letter  of  Sep- 
tember 6  delivered  to  you  yesterday,  in  which  I  requested  you  to  inforjn  me 
how  many  of  the  purchase  and  sale  slips  or  notices  sent  your  bank  by  the 
brokerage  firms  with  whom  the  transactions  referred  to  in  my  letter  were  made 
were  still  actually  in  your  possession,  and  whether  those  purchase  and  sale 
slips  now  in  your  possession  cover  all  of  the  five  or  six  thousand  transactions 
referred  to  between  the  Riggs  National  Bank  and  the  brokerage  firms  mentioned. 

You  now  tell  me  that  the  notices  or  purchase  and  sale  slips  which  were  sub- 
mitted to  the  Banking  and  Currency  Committee  on  Friday  last  are  in  Mr. 
Hogan's  possession,  and  that  he  is  absent  from  the  city  to  be  gone  some  days, 
but  that  you  have  asked  Mr.  J.  J.  Darlington,  general  counsel  of  your  bank,  to 
look  Into  the  matter. 

On  Friday,  the  5th  Instant,  Mr.  Hogan,  In  testifying  before  the  Senate  com- 
mittee relative  to  the  "purchase  and  sale  slips"  or  "notices"  which  the  vice 
president  of  your  bank,  Mr.  W.  J.  Flather,  had  declared  had  been  destroyed  or, 
as  he  expressed  it,  "  thrown  away,"  stated  to  the  committee : 

11  Senators,  first,  those  papers  were  not  destroyed."    •     •     • 

Mr.  Hogan  had  just  read  the  following  extract  from  my  letter  to  the  Senate 
committee  of  August  12: 

"Allow  me,  Mr.  Chairman,  to  impress  upon  your  committee  the  extremely 
suggestive  fact  that  those  notices  which  the  bank's  officers  claim  were  destroyed 
were  the  very  documents  which  would  have  aided  in  establishing  the  guilt  of 
Mr.  Hogan's  particular  client,  Mr.  H.  H.  Flather,  the  bank's  cashier,  In  con- 
nection with  the  criminal  transactions  with  the  customer  of  the  bank." 

Senator  Henderson  then  asked  Mr.  Hogan:  "Are  those  the  papers  referred 
to  In  that  statement  just  read*/"    To  which  Mr.  Hogan  replied:  **Yes;  pre* 
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wisely;  not  only — Senator  Henderson,  that  statement,  which  he  makes  now — not 
only  were  they  produced  In  court  but  Mr.  James  Trimble,  national-bank  exam- 
iner, who  has  been  in  this  room  every  day  of  these  hearings,  with  his  assist- 
ants,* between  May,  1915,  and  December,  1915,  examined  in  the  board  room  of 
the  Riggs  National  Bank  every  one  of  these  papers,  and  every  one  of  them 
bore  In  green  pencil  a  number  placed  on  them  by  Mr.  James  Trimble  or  one  of 
his  assistants,  which  number  corresponds  with  a  number  placed  by  Mr.  Trimble 
or  one  of  his  assistants  on  the  transcript  of  Lewis  Johnson  &  Co.'s  ledger 
accounts,  showing  the  same  transaction." 

A  little  later  Mr.  Hogan  declared  to  the  committee:  "Every  one  of  them 
were  found  in  the  cellar  of  the  bank,  where  they  had  been  piled  up;  they  ran 
back  several  years.    This  package  is  only  a  samDle." 

Senator  Henderson  asked  Mr.  Hogan  the  following  question : 

"As  I  understand  it,  he  claims  certain  records  were  destroyed,  and  that  you 
have  produced  these  to  show  they  were  not? 

"Mr.  Hogan.  Yes. 
Senator  Henderson.  Were  any  records  at  all  destroyed? 
Mr.  Hogan.  None.     Put  that  as  strong  as  you  can.     Borrow  Williams' 
italics  for  it.    Get  shrieking  capitals.    Put  it  In  the  record  upon  my  word  as 
a  member  of  your  own  profession  and  a  citizen  of  your  country — NONE." 

As  it  was  the  rule  and  practice  of  the  brokerage  firms  to  send  notices  or  pur- 
chase and  sales  slips  of  all  such  transactions,  all  such  notices  or  purchase  and 
sales  slips  for  the  five  or  six  thousand  transactions  referred  to  must  still  be  in 
the  possession  of  your  bank,  If  Mr.  Hogan,  as  quoted  above,  was  telling  the 
truth. 

I  understand  from  the  national  bank  examiners,  however,  that  only  a  por- 
tion of  those  notices  or  sales  slips  relating  to  the  five  or  six  thousand  transac- 
tions were  ever  exhibited  to  them,  the  examiners,  by  your  officers,  or  were 
ever  found  by  the  examiners  in  your  cellar  or  elsewhere. 

While  Mr.  Darlington  is  looking  into  the  subject,  I  will  thank  you  to  Inform 
me  whether  your  bank  has  preserved  any  other  notices  or  purchase  and  sales 
slips  of  the  character  referred  to  except  those  you  say  are  now  in  the  posses- 
sion of  Mr.  Hogan,  and  which,  you  state  in  your  letter,  were  presented  to  the 
Banking  and  Currency  Committee  on  Friday. 

If  you  have  any  other  "purchase  and  sale  slips"  or  " notices "  relating  to 
transactions  referred  to  in  my  letter  of  the  6th,  please  advise  how  many  you 
have,  and  what  period  and  how  many  transactions  they  cover ;  and  I  will  also 
thank  you  to  give  me  specifically,  as  promptly  as  possible,  the  data  asked  for 
in  regard  to  those  purchase  and  sales  slips  or  notices  taken  possession  of  by  Mr. 
Hogan. 

Respectfully, 

(Signed)  Jno.  Skelton  Williams, 

Comptroller.* 

On  September  9  I  received  this  letter  from  Riggs  National  Bank: 

Thjs  Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  September  9,  1919. 
Comptroller  of  the  Currency, 

Washington,  D.  C 

Dear  Sir  :  We  are  in  receipt  of  your  letter  of  September  9,  1919,  further  in 
the  matter  of  the  advices  or  papers  referred  to  in  your  letter  of  September  6, 
1919,  to  which  we  replied  on  receipt  yesterday  (the  8th  instant)  that  Mr.  Frank 
J.  Hogan  was  out  of  town  and  would  not  be  back  until  the  latter  part  of  this 
week  or  early  next  week,  wherefore  we  had  referred  the  matter  to  one  of 
our  general  counsel,  Mr.  J.  J.  Darlington. 

We  are  referring  a  copy  of  your  letter  of  the  9th  instant  to  Mr.  Darlington 
in  connection  with  your  former  letter  on  this  subject,  and  hope  to  advise  you 
in  the  matter  as  soon  as  Mr.  Darlington  has  responded  with  respect  to  the  letter 
already  submitted  to  him. 
Very  truly,  yours, 

(Signed)  Joshua  Evans,  Jr.,  Cashier. 

We  have  been  unable  to  get  any  information  whatsoever  as  to  the 
missing  purchase  and  sales  slips. 

Senator  Henderson.  Mr.  Williams,  upon  what  do  you  base  your 
belief  that  there  are  missing  purchase  and  sales  slips? 


972  NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 

Mr.  Williams.  Because  it  is  the  custom  and  rule  of  brokerage 
houses  to  report  all  such  purchases  and  sales  and  there  is  no  reason  to 
believe  that  custom  was  here  deviated  from.  On  the  contrary,  there 
is  every  reason  to  believe  it  was  closely  adhered  to  in  this  case.  We 
found  the  record  of  purchase  and  sales  of  securities  for  the  Riggs 
National  Bank  on  the  books  of  the  brokerage  firms  for  which  the 
Riggs  Bank  paid  them  on  presentation  of  the  notice  slips  and  pur- 
chase and  sales  slips.  There  were  also  numbers  of  items  of  that  kind 
discovered,  for  which  the  examiners  reported  they  had  never  been  able 
to  find  the  confirmatory  slips  and  notices.  ^ 

I  call  attention  right  here  to  the  following  statement  by  Assistant 
Attorney  General  Fitt,  which  appears  in  volume  15,  stenographic 
report  of  the  perjury  suit,  page  1736. 

Trimble  testified  upon  that  stand  that  when  he  went  into  that  bank  be 
asked  these  three  defendants  for  these  papers,  and  that  they  said  they  did 
not  have  them,  and  had  never  had  them.  He  testified  that  he  went  down  one 
evening  late  into  a  secret  place,  a  secluded  place,  in  the  cellar  of  that  bank, 
and  found,  not  an  ordinary  clerk,  and  not  a  man  who  would  be  packing  away 
abandoned  trash,  sorting  over  these  very  papers  there  that  he  had  asked  forr 
and  that  he  had  upward  of  700  of  the  one  kind  and  upward  of  600  of  the 
other,  and  that  that  is  how  he  got  them,  after  these  men  had  said  they  did 
not  have  them.  Trimble  further  said  that  they  said  they  did  not  have  them 
because  they  had  been  put  on  spindles  and  thrown  away,  and  he  said  they 
never  had  had  spindle  holes  in  them. 

Mr.  Chairman  and  gentlemen,  I  would  like  to  report  that  after  de- 
livering the  letter  of  the  6th  to  the  Riggs  National  Bank  on  the  after- 
noon of  the  8thj  between  3  and  4,  the  examiner,  Mr.  Trimble,  re- 
turned to  the  office  and  reported  that  he  had  delivered  it  to  Mr.  W. 
J.  Flather,  upon  getting  there,  but  Mr.  Flather  was  in  the  board 
room  at  a  board  meeting  but  came  out  of  the  room  to  receive  the  let- 
ter,  telling  the  examiner  he  would  have  to  refer  it  to  counsel,  he  re- 
turned to  the  board  room  with  the  letter  in  his  hand.  I  chanced  to 
run  across  a  director  of  the  Riggs  Bank  on  my  way  up  here  this 
morning  and  mentioned  to  him  or  told  him  that  I  had  occasion  to 
address  a  letter  to  the  bank  a  few  days  ago  and  was  wondering  if  it 
had  been  brought  before  the  board,  in  view  of  the  fact  it  had  been 
delivered  to  the  vice  president  while  the  board  was  in  session  and  that 
officer  had  returned  to  the  board  room  with  it.  This  director  said 
he  knew  nothing  of  such  a  letter.  I  do  not  know  whether  the  vice 
president  of  the  bank  feels  that  it  is  a  matter  that  should  be  handled 
by  certain  officers  and  not  brought  to  the  attention  of  the  board  at 
all,  nor  am  I  prepared  to  say  that  the  letter  may  not  have  been 
brought  to  the  attention  of  the  other  directors  while  this  gentleman 
was  temporarily  absent,  but  as  I  know  he  was  there  during  the  entire 
meeting.  I  only  happen  to  know  that  I  ran  across  him  accidentally 
this  morning  and  asked  him  if  they  had  seen  the  letter  and  he  said 
he  knew  nothing  of  it.    I  think  it  worth  while  to  mention  this. 

The  Chairman.  Did  he  say  he  was  present? 

Mr.  Williams.  He  did. 

The  Chairman.  I  think,  Mr.  Williams,  now  the  Senate  is  conven- 
ing and  it  is  necessary  for  some  of  us  to  go  over  there,  we  will  have 
to  stop  in  a  minute  and  adjourn  subject  to  the  call  of  the  chairman  of 
the  committee.    Is  that  satisfactory  ? 

Senator  Henderson.  Yes.  Will  you  finish  now  with  the  exception 
of  putting  in  your  written  statement  as  suggested  by  Senator  Walsh 
and  the  chairman? 
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Mr.  Williams.  That  is  for  you  gentlemen  to  say.  I  am  willing  to 
be  governed  by  our  wishes  and  directions  here. 

Senator  Henderson.  We  don't  want  to  cut  you  off,  Mr.  Williams, 
at  all  in  the  presentation  of  your  side  of  this  matter.  The  suggestion 
came  from  Senator  Walsh. 

Mr.  Williams.  May  I  state  that  that  statement  introduced  above 
with  regard  to  Mr.  Trimble  was  a  part  of  the  statement  by  the 
Assistant  Attorney  General.  I  would  like  to  present  at  this  meeting 
this  letter  from  Mr.  Trimble,  national  bank  examiner,  in  answer  to 
a  statement  mad  by  Mr.  Hogan,  for  the  record. 

The  Chairman.  The  presentation  of  that  letter  we  will  have  to 
ask  you  to  insert. 

Mr.  Williams.  Yes;  this  is  simply  an  affidavit,  from  Examiner 
Trimble  denying  the  correctness 

The  Chairman.  There  will  be  no  objection  to  your  putting  that  in 
the  record. 

Mr.  Williams.  Of  the  statement  alleged  to  have  been  made  by  dis- 
charged Examiner  R.  J.  C.  Dorsey. 

Treasury  Department, 
Office  of  Comptroller  ok  the  Currency, 

Washington,  September  19,  1919. 

Dear  Mr.  Chairman:  The  record  shows  that  at  the  meeting  of  your  com- 
mittee on  the  11th  Instant  you  said:  "Mr.  Williams,  before  you  begin  your 
statement,  I  would  like  to  ask  you  if  you  could  furnish  the  committee  with  a  list 
of  all  the  national  banks  that  have  gone  into  voluntary  liquidation  during 
your  term  of  office  and  have  reorganized  under  the  State  laws?"  to  which  I 
replied:  "Certainly." 

I  now  beg  leave  to  advise  you  that  the  list  to  which  you  referred  has  been 
compiled  and  shows  that  for  the  period  you  mentioned,  from  February  2,  1914, 
until  September  15,  1919,  the  number  of  national  banks  which  went  into 
liquidation  for  the  purpose  of  organizing  as  State  banks  or  trust  companies 
was  357,  with  aggregate  capital  of  $44,482,500.  The  number  of  State  banks, 
private  banks  or  trust  companies  which  were  converted  into  national  banks 
was  417,  with  aggregate  capital  of  $46,799,500.  There  were,  therefore,  60  more 
State  banks  converting  into  national  banks  than  there  were  national  banks  con- 
verting into  State  banks  and  trust  companies. 

In  addition  to  this  the  records  show  that  the  number  of  primary  national 
bank  organizations,  exclusive  of  State  banks,  converting  into  national  banks 
during  the  same  period  was  531,  with  aggregate  capital  of  $32,615,000. 

Besides  the  948  conversions  of  State  banks  and  primary  organizations  there 
were  in  the  same  period  361  new  charters  granted  to  banks  whose  charters 
were  expiring  and  decided  to  continue  under  national  charters,  thus  making 
the  total  national  charters  issued  for  this  period  1,309. 

In  my  letter  to  you  of  August  26, 1919,  I  said  (p.  23)  : 

"  In  his  same  communication,  under  date  of  the  6th  Instant,  Mr.  Hogan  dis- 
tributed a  copy  of  a  letter  which  he  says  was  addressed  to  the  Comptroller 
of  the  Currency  on  July  10,  1916,  by  an  official  of  a  small  State  bank  In  North 
Dakota,  In  which  that  banker  insinuates  or  charges  that  the  Comptroller  of  the 
Currency  is  responsible  for  "  the  numerous  conversions  of  national  banks  into 
State  banks  now  taking  place  throughout  the  country,  which  must  result  in  a 
further  weakening  of  the  Federal  reserve  system." 

It  may  possibly  interest  you  to  know  that  the  State  bank  referred  to  by  Mr. 
Hogan  was  the  Bank  of  Valley  City,  Valley  City,  N.  Dak.,  and  that  under  date 
of  August  19,  1919,  that  very  bank  made  application  to  me  for  permission  to 
convert  into  a  national  bank.    Apparently  Mr.  Early  has  changed  his  mind. 

Mr.  Hogan's  letter,  in  which  he  disseminated  that  three-year-old  letter  of 
Mr.  J.  J.  Early,  president  of  the  Bank  of  Valley  City,  was  dated  August  6,  1919. 

Mr.  Hogan's  communication  was  given  to  me  by  one  of  the  Senators  on  the 
mailing  list  from  which  Hogan  was  addressing  reprints  of  maliciously  untrue 
newspaper  articles  and  letters  In  connection  with  the  propaganda  he  has  been 
conducting. 
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Under  date  of  August  19, 1919,  I  received  the  following  letter  from  the  North 
Dakota  banker  referred  to  by  Mr.  Hogan: 

Bank  of  Valley  City, 
Valley  City,  N.  Dak.,  August  19,  1919. 

The  COMPTROLLER  OF  THE  CURRENCY, 

Washington,  D.  C. 

Dear  Sir:  Our  directors  have  passed  a  resolution  to  convert  this  bank  Into  a 
national  bank,  the  title  to  be  "  The  Valley  City  National  Bank."    Please  make 
reservation  of  this  title  and  forward  to  us  the  necessary  blanks  so  that  we  may 
make  formal  application. 
Very  truly, 

Jas.  J.  Early,  JYesMmt. 

If  you  desire  the  full  list  of  the  names  of  the  857  national  banks  wh!ch  have 
converted  into  State  banks,  and  of  the  417  State  banks  which  have  converted 
into  national  banks,  and  other  new  national  banks  chartered,  531,  I  shall  be 
pleased  to  send  it  to  you  for  insertion  in  the  record. 

The  record  shows  that  the  movement  toward  the  nationalization  of  State 
banks  and  trust  companies  Is  proceeding  at  an  accelerated  speed.  For  the  10 
months  since  January  1,  1919,  there  have  been  about  seven  times  as  many  new 
charters  granted  for  new  national  banks  and  applications  for  increase  in  the 
capital  of  existing  banks  approved  as  there  were  in  the  same  period  reductions 
of  capital  and  liquidations  (other  than  banks  consolidating  with  other  national 
banks). 

Faithfully,  yours, 

Jno.  Skelton  Wiluams. 
Hon,  George  P.  McLean, 
Chairman  Banking  and  Currency  Committee, 

United  States  Senate. 


Washington,  D.  C.f  September  10,  1919. 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee,  United  States  Senate. 

Sir:  I  have  read  the  official  stenographers'  transcript  of  an  affidavit  laid 
before  the  Banking  and  Currency  Committee  of  the  United  States  Senate  by 
Mr.  Frank  J.  Hogan,  on  September  5,  said  affidavit  having  been  executed  on  the 
day  mentioned  by  Mr.  Roscoe  J.  C.  Dorsey,  a  former  national  bank  examiner. 

In  connection  with  the  statements  contained  in  the  affidavit  referred  to,  I 
desire  to  make  the  following  reply : 

The  only  time  that  I  can  recall  that  I  have  mentioned  to  anyone  connected 
with  the  Treasury  Department  my  not  having  found  It  necessary  to  work  on 
Sunday  was  that  in  a  casual  conversation  in  my  office,  when  an  examiner  or 
assistant  examiner  mentioned  the  subject  of  Sunday  work,  I  recall  having  said 
that  I  was  thankful  that  since  I  had  been  an  examiner  it  had  been  necessary 
for  me,  up  to  that  time,  to  work  on  only  one  Sunday.  I  mentioned  this  instance 
as  occurring  during  the  Rlggs  equity  case,  when  I  was  requested  to  come  one 
Sunday  to  the  office  of  Mr.  Jesse  C.  Adklns  of  counsel  for  the  honorable  Secre- 
tary of  the  Treasury  and  the  honorable  Comptroller  of  the  Currency  in  the 
Rlggs  equity  cas<\  In  response  I  went  to  the  office  of  Mr.  Adkins  in  the  Wilkins 
Building,  on  H  Street,  on  the  Sunday  mentioned,  where  I  did  some  work  in 
going  over  reports  and  data  connected  with  the  Rlggs  equity  case. 

The  comptroller  never  at  any  time  used  the  language  ascribed  to  hlra  In  Mr. 
Dorsey's  affidavit,  "  We  must  get  them ;  we  must  get  something  on  them,*'  to 
me,  nor  to  anyone  else,  to  my  knowledge. 

In  answer  to  Mr.  Dorsey's  statement  that  in  the  fall  of  1917  I  was  exceed-  ■ 
lngly  wrought  up  against  Comptroller  Williams  because,  Mr.  Dorsey  says,  the 
comptroller  had  directed  me  to  make  an  apology  to  certain  directors  of  a 
national  bank  for  having  in  a  critical  manner  referred  to  said  directors,  I  wish 
to  say  that  I  was  never  required  to  apologize  to  the  directors  mentioned,  but 
on  the  other  hand  the  written  record  of  the  conference  to  which  Mr.  Dorsey 
apparently  refers  (which  record  was  prepared  at  the  time  of  the  conference 
by  the  comptroller's  office,  without  any  knowledge  upon  my  part  until  I  ex- 
amined it  on  yesterday),  shows  that  the  comptroller  sustained  me  in  every 
important  particular  in  the  positions  I  had  taken  during  the  examination  of 
the  bank  referred  to. 
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I  distinctly  remember  that  I  left  that  conference  room  with  no  feeling  of 
resentment  toward  anyone,  but  that  I  was  happy  that  both  the  comptroller  and 
deputy  comptroller,  Hon.  T.  P.  Kane,  approved  my  work  in  that  examination, 
which  had  been  a  very  difficult  and  trying  one. 
Respectfully, 

Jas.  Trimble, 
National  Bank  Examiner. 

Subscribed  and  sworn  to  before  me  this  11th  day  of  September,  A.  D.  1919. 

[seal.]  J.  F.  Douglas, 

Notary  Public,  District  of  Columbia. 


The  Chairman.  Do  I  understand  you  wish  to  be  heard  further 
verbally  ? 

Mr.  Williams.  That  is  up  to  you  gentlemen,  sir. 

The  Chairman.  The  Senators  with  much  greater  experience  than 
myself  have  all  suggested  that  if  possible,  in  full  justice  to  yourself 
and  the  committee,  that  you  do  submit  any  further  views  on  the  mat- 
ter in  writing. 

Mr.  Williams.  May  we  leave  it  this  way,  that  this  will  be  done 
unless  there  should  be  occasion  for  my  requesting  a  special  oppor- 
tunity to  appear  orally  ? 

The  Chairman.  Certainly. 

Senator  Henderson.  I  think  that  will  be  all  right. 

The  Chairman.  I  think  such  a  motion  would  be  granted. 

Mr.  Williams.  Can  I  get  any  idea  as  to  when  the  hearings  will 
definitely  close  ? 

The  Chairman.  It  was  hoped  they  would  close  this  morning. 

Mr.  Williams.  I  meant  to  say  as  to  whether  any  of  the  other  wit- 
nesses are  going  to  submit  written  statements  or  not? 

The  Chairman.  I  understood  the  chairman  to  state  that  he  knew 
of  no  witnesses. 

Mr.  Williams.  I  thank  you,  gentlemen,  very  much  for  your  pa- 
tience. 

(Adjourned  at  11.55  a.  m.) 

Waycrobb  Savings  &  Trust  Co., 

Waycross,  Ga.,  August  26.  1919. 
Hon.  Geo.  P.  McLean, 

Chairman  Committee  on  Banking  and  Currency, 

United  States  Senate,  Washington,  D.  C. 

My  Dear  Sib:  Part  10  of  the  hearings  before  your  committee  on  the  nomina- 
tion of  John  Skelton  Williams  to  be  Comptroller  of  the  Currency  has  just  been 
received  by  me,  and  in  looking  over  this  I  find  the  several  references  to  me  and 
my  banks  by  Mr.  Williams  are  so  very  far  from  the  truth  that  I  am  obliged  to 
protest  with  the  following  statement,  and  I  ask  that  this  statement  be  made  a 
part  of  your  record  In  this  hearing. 

In  the  effort  to  show  his  qualifications  Mr.  Williams  seems  to  take  the  posi- 
tion that  it  is  necessary  to  break  down  the  character  of  outside  people.  I  have 
had  no  part  in  the  hearings  with  reference  to  his  nomination,  yet  Mr.  Williams 
has  seen  fit  to  attack  me  in  various  and  sundry  instances,  greatly  straining  the 
truth  in  order  to  accomplish  his  purposes.  I  presume  he  has  been  making  these 
attacks  on  me  as  a  brother  of  Wade  H.,  thinking  possibly  It  might  discredit 
Wade  H.  as  a  main  witness  in  the  hearing.  I  admit  that  I  have  made  some  mis- 
takes, which  have  been  all  of  the  head  and  not  of  the  heart,  and  I  am  seeking  to 
repair  thenisas  rapidly  as  possible;  but,  regardless  of  that,  I  see  no  occasion  for 
Mr.  Williams's  attack  on  me,  and  certainly  If  he  feels  called  upon  to  attack  me 
it  is  as  little  as  could  be  done  for  him  to  tell  the  truth.  In  his  testimony  Mr. 
Williams  has  proved  himself  a  very  adroit  witness.  He  has  told  half  truths 
borrowed  from  the  garb  of  truth  to  do  the  work  of  falsehood  in  my  own  par- 
ticular case. 
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On  page  734  of  part  10  of  the  hearing  Mr.  Williams  refers  to  a  partial  list  of 
banks,  all  of  which  he  says  are  now  defunct  and  which  were  promoted  and 
officered  by  the  Cooper  clique.  I  take  them  in  the  order  presented  by  him  in 
his  testimony. 

Waycross  Savings  &  Trust  Co.,  L.  J.  Cooper,  president ;  placed  in  the  hands  of 
receivers.  This  is  falsification  No.  1.  In  the  first  place,  this  company  never 
did  a  banking  business ;  it  is  purely  a  building  and  loan  proposition,  principally 
in  loaning  money  on  real  estate.  It  has  never  been  placed  in  the  hands  of  re- 
ceivers, is  a  going  concern  at  this  time,  and  does  not  owe  a  dollar  to  a  single 
unsecured  creditor. 

Next  he  refers  to  the  bank  of  Floral  City,  Floral  City,  Fla.,  as  being  closed. 
I  once  lived  in  Florida  and  had  some  little  stock  in  this  bank  and  was  for  a 
few  months  president  of  it,  but  I  never  did  take  any  active  interest  in  the 
bank  whatever.  This  bank  was  liquidated  five  or  six  years  after  I  resigned 
as  its  president,  and  so  far  as  I  know  every  dollar  due  its  depositors  and 
creditors  was  paid.  However,  I  was  not  directly  connected  and  am  not  in 
possession  of  the  exact  facts. 

Next  he  refers  to  the  State  Bank  of  Waycross,  which  he  says  was  closed. 
This  was  a  small  State  institution  that  I  allowed  myself  to  be  named 
as  president.  I  took  very  little  active  part  in  the  management  of  this* 
institution,  leaving  it  almost  entirely  to  other  hands.  I  soon  found  that  no- 
money  could  be  made  in  the  venture,  and  I  promptly  arranged  for  liquidation 
of  the  same,  but  before  announcing  liquidation  I  had  every  dollar  on  hand 
to  pay  the  depositors  and  the  creditors,  and  not  a  man,  woman,  or  child, 
firm,  or  corporation  lost  a  dollar  as  a  creditor. 

Next  he  refers  to  the  Bank  of  Statenville,  Statenville,  Ga.  This  was  a 
State  institution  organized  by  personal  friends  of  mine  who  insisted  that 
I  should  act  as  president.  I  allowed  the  use  of  my  name,  without  giving 
a  day's  attention  to  the  operation  of  the  bank.  It  was  largely  managed 
by  local  people,  and  I  seldom  attended  a  meeting  of  the  board  of  directors. 
Statenville  is  one  of  the  smallest  counties  of  the  State,  which  is  sparsely 
settled,  and  I  soon  found  that  with  the  little  deposits  to  be  had  no  money 
could  be  made  for  the  stockholders.  The  local  parties  interested  evidently 
thought  the  same  way  and  they  agreed  that  liquidation  was  the  best  thing, 
to  do.  The  money  was  gotten  together  to  pay  every  depositor  and  creditor, 
after  which  notice  of  liquidation  was  posted,  and  as  soon  as  the  depositors 
could  be  paid  the  bank  ceased  to  do  business.  In  winding  up  Its  affairs 
the  local  stockholders  thought  that  I  should  be  made  personally  responsible 
for  certain  notes  that  had  been  put  in  the  bank,  either  through  my  influence 
or  through  the  influence  of  the  cashier,  who  was  not  a  local  man,  and  on  my 
failure  to  make  good  these  obligations  one  of  the  disgruntled  stockholders 
went  before  the  grand  jury  and  got  an  indictment  against  me,  thinking  that 
was  a  sure  way  of  making  me  come  across.  Since  that  time  I  have  had 
several  conferences  with  these  local  members.  They  have  seen  the  error  of 
their  way,  and  have  made  me  a  proposition  looking  to  the  final  closing  up  of 
this  matter  in  a  way  that  I  trust  will  not  only  be  satisfactory  to  me  but  to 
all  interested  parties. 

Next  Mr.  Williams  refers  to  the  Exchange  Bank  of  Waycross.  I  had  nothing 
in  the  world  to  do  with  the  operation  of  this  bank.  Mr.  N.  P.  Jenrette  was 
president,  and  I  am  sure  is  in  position  to  give  Mr.  Williams  the  information 
that  he  might  desire  as  to  the  operation  of  this  Institution.  I  might  say,  how- 
ever, that  I  happen  to  know  that  every  depositor  of  the  Exchange  Bank  was 
provided  for  before  its  liquidation. 

Mr.  Williams,  in  his  adroit  way,  would  lead  you  and  your  committee  to  be- 
lieve that  all  the  above-referred-to  banks  were  closed  Involuntarily  and  that 
the  depositors  and  creditors  all  suffered  to  the  extent  of  their  interest.  Mr. 
Williams  won't  go  far  enough  in  his  testimony  and  be  honest  enough  with  you 
gentlemen  to  state  the  actual  facts  with  reference  to  these  various  mattera 

Mr.  Williams  refers  to  a  certain  affidavit  of  Jenrettes,  pages  223,  224,  and 
226  of  the  present  hearing,  wherein  Jenrette  charged  that  he  made  certain 
obligations  and  was  used  as  a  scapegoat  to  save  the  reputation  of  the  Coopers. 
Since  this  affidavit  has  been  withdrawn  by  Mr.  Jenrette  himself,  I  feel  that  no 
statement  from  me  is  necessary.  I  would  state,  however,  that  I  know  nothing 
of  such  an  agreement  made  with  Jenrette,  or  of  any  such  notes  being  signed 
or  assumed  by  him.  And  the  very  fact  that  he  files  no  bill  of  particulars  or 
specifies  in  a  single  instance  ought  to  be  evidence  tjiat  no  agreement  of  the 
kind  ever  existed. 
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Mr.  Williams  takes  occasion  to  advise  you  that  the  information  with  refer- 
ence to  the  banks  in  question  was  furnished  him  by  National  Bank  Examiner 
Borden  of  the  sixth  Federal  reserve  district.  I  happen  to  know  Mr.  Borden 
very  well,  and  I  believe  him  to  be  an  honest  and  truthful  man,  and  while  he 
might  have  furnished  Mr.  Williams  tills  information,  he  must  have  furnished 
Mr.  Williams  a  good  deal  more  as  to  the  actual  facts  that  Mr.  Williams  has 
not  seen  fit  to  give  to  you. 

As  Comptroller  of  the  Currency,  Mr.  Williams  has  kept  his  examiners  very 
busy  all  over  three  or  four  States  getting*  up  such  information  and  such  mis- 
information as  they  could  get  together  with  a  view  of  discrediting  Wade  H. 
Cooper  before  your  committee.  Personally,  I  have  been  subjected  to  some  very 
severe  indignities  at  the  hands  of  some  of  these  examiners.  I  refer  particu- 
larly to  one  E.  F.  Higgins,  the  erstwhile  chief  national  bank  examiner  of  the 
sixth  Federal' reserve  district.  In  November,  1918,  this  man  Higgins,  with  an 
assistant,  came  to  Waycross  ostensibly  on  one  of  his  periodical  examinations 
of  the  bank.  He  worked  in  the  bank  through  the  day,  returning  at  night  sup- 
posedly to  hurry  the  work  along.  The  cashier  was  working  In  the  front  while 
Higgins  and  his  assistant  worked  in  the  directors*  room,  next  to  which  was 
my  private  office,  in  which  was  stored  my  own  private  and  personal  files. 

The  cashier  having  occasion  to  go  back,  found  Higgins  in  the  directors* 
room  with  his  assistant  in  my  private  office:  although  I  was  no  officer  of  the 
bank,  he  went  into  my  private  office  at  night,  rifling  every  file  1  had.  The 
cashier  asked  what  was  up,  and  was  informed  by  Higgins  that  he  was  taking 
my  files  to  Atlanta  and  that  he.  the  cashier,  was  to  keep  "  mum,"  and 
under  no  circumstances  to  inform  me  until  I  learned  from  other  sources. 
The  cashier,  fearing  trouble  as  well  as  reprisals  from  Higgins  and  the  de- 
partment, kept  *•  mum "  until  approached  by  me  some  four  months  later. 
I  never  learned  about  this  transaction  until  some  copies  of  my  personal 
letters  were  presented  to  the  committee  by  Williams  in  the  diabolical  effort 
to  discredit  Wade  H.  Cooper.  I  wired  Higgins,  charged  him  with  stealing 
my  personal  files  as  well  as  $25  000  of  real-estate  trust  notes  that  were  miss- 
ing, none  of  which  have  been  returned  to  this  day — telling  him  in  this  wire 
that  he  had  acted  the  part  of  a  sneak  thief  under  the  guise  of  a  national-bank 
examiner,  and  unless  he  returned  my  property  I  would  indict  him  for  com- 
mon larceny — to  all  of  which  I  have  had  no  response  save  a  written  denial 
that  he  took  the  notes,  and  threatening  me  for  trying  to  intimidate  him  in 
the  discharge  of  his  official  duties.  Higgins  soon  resigned  his  position  with- 
out ever  returning  to  Waycross,  and  I  am  left  without  my  letters  or  the 
$25,000  nbtes. 

The  Mr.  Borden  referred  to  succeeded  this  man  Higgins,  and  since  his  in- 
duction in  office  I  think  he  has  given  the  better  part  of  his  time  running  over 
three  or  four  States  in  the  effort  to  manufacture  evidence  against  me  or 
some  of  my  brothers  that  would  serve  to  discredit  Wade  H.  in  his  charges 
against  Mr.  Williams. 

In  the  testimony  of  Mr.  Williams,  some  time  back,  he  attacked  me  be- 
cause of  my  refusing  to  be  fleeced  by  some  Chicago  sharpers,  so-called  real- 
estate  traders.  Prosecution  was  started  in  this  matter  but  was  later  dropped 
by  these  Chicago  dealers,  and  since  this  hearing  has  been  going  on  Mr.  Wil- 
liams has  industriously  furnished  these  people  in  Chicago  copies  of  the  hear- 
ings from  time  to  time. 

Mr.  Williams  makes  a  convenient  vehicle  out  of  his  examiners  for  sending 
out  his  libelous  charges.  This  man  Higgins,  above  referred  to,  made  the 
statement,  and  Mr.  Williams  had  it  printed  and  mailed  broadcast,  especially 
to  individual  depositors  of  the  First  National  Bank  of  Wraycross,  to  the 
effect  that  I  had  confessed  that  I  had  forged  my  wife's  name  to  a  certain 
note.  His  statement  is  a  contemptible  falsehood.  Higgins  knew  it  was  a 
falsehood,  and  Williams  no  doubt  knew  it  before  he  circulated  it,  but  Mrs. 
Cooper  better  speaks  for  herself  in  a  letter,  the  original  of  which  is  in  the 
hands  of  Wade  H.  Cooper  at  this  time,  which  reads  as  follows : 

41 1  have  been  shown  a  memorandum  dated  February,  1919,  concerning  the 
hearing  before  the  Banking  and  Currency  Committee  on  the  President's  nom- 
ination of  John  Skelton  Williams  for  a  second  term  as  Comptroller  of  the 
Currency,  in  which  reference  is  made  to  a  letter  I  wrote  the  president  of  the 
First  National  Bank  of  this  city  in  May,  1918.  My  husband  is  not  a  witness 
In  the  hearings  and  I  am  unable  to  see  what  this  letter  has  to  do  with  that 
matter.  I  have  never  denied  the  genuineness  of  my  signature  to  the  note  re- 
ferred to  in  my  letter  of  May,  1918.     I  was  much  perturbed  when  I  received  a 
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special  delivery  letter  from  the  bank  inquiring  about  that  note,  as  I  thought 
the  overdraft  which  the  note  covered  had  been  paid.  My  husband,  Mr.  L.  J. 
Cooper,  was  away  from  home  at  the  time,  but  upon  his  return  I  gained  a  full 
history  of  the  transaction,  and  with  my  own  funds  my  brother,  at  my  direction, 
paid  the  note,  and  not  my  husband  or  any  relative  of  his.  I  feel  highly  indig- 
nant that  this  mutter  should  be  dragged  into  a  public  hearing  in  Washington, 
in  the  attempt  to  reflect  upon  Wade  H.  Cooper,  who  had  nothing  to  do  with  it 
in  any  way. 

Blanche  S.  (Mrs.  L.  J.)  Cooper/* 

Virtually  this  same  statement  was  made  by  me  to  this  man  Higgins,  yet  it 
better  suited  the  purpose  of  Mr.  Williams  to  pervert  the  facts  in  the  manner 
above  referred  to,  and  he  has  continued  to  mail  out  his  periodical  circulars 
containing  false  and  slanderous  statements  of  this  same  tenor. 

Mr.  Williams  as  comptroller  has  made  numerous  abortive  attempts  to  indict 
me  on  frivolous  and  foolish  charges.  He  has  taken  advantage  of  every  subter- 
fuge to  manufacture  grounds  on  which  he  can  secure  possible  indictment  that 
will  work  to  discredit  me  and  my  brother,  Wade  H.  Cooper. 

I  desire  this  protest  tiled  not  as  participant  In  the  hearings  or  as  anywise 
connected  with  the  charges  against  Mr.  Williams  as  originally  tiled,  but  purely 
4is  a  protest  against  his  attempts  to  break  down  the  character  of  myself  and 
family  in  the  insane  effort  to  demonstrate  his  qualifications  to  hold  the  office 
of  such  magnitude. 

Respectful  ly  submitted. 

L.  J.  Coopkr. 


Tabor  Supply  Co.   (Inc.), 

Tabor,  N.  C,  September  2  1919. 

Chairman  Banking  and  Currency  Committee, 

United  States  Senate.  Washington,  D.  C. 

Dear  Sir:  In  the  hearing  before  your  committee  on  the  nomination  of  Mr. 
John  Skelton  Williams  as  Comptroller  of  the  Currency  my  name  has  been 
repeatedly  brought  before  you  by  Mr.  Williams  and  in  such  a  way  as  to  leave 
me  in  an  unenviable  light.  Mr.  Williams  has  given  your  committee  such  in- 
formation as  will  help  him  and  has  neglected  to  give  the  true  facts. 

I  have  never  opposed  Mr.  Williams's  confirmation,  nor  have  I  ever  criticized 
him  or  his  official  acts,  neither  have  I  ever  brought  any  charges  against  him 
on  account  of  any  connections  he  may  have  had  with  any  railroads  or  banks, 
and  I  am  not  now  opposing  his  confirmation  or  in  any  way  criticizing 
for  or  accusing  him  of  any  misconduct  in  his  public  or  private  life,  but  I  am 
protesting  against  his  further  use  of  my  name  in  the  future  unless  he  can 
give  the  whole  facts. 

I  respectfully  request  that  this  letter  of  protest  be  made  a  part  of  the  record 
In  the  case. 

Yours,  very  truly, 

N.  P.  Jenrette. 


Atlanta,  Ga.,  September  8,  1919. 
Mr.  L.  J.  Cooper, 

Way  cross,  Oa. 

Dear  Sir:  Replying  to  your  letter  of  the  1st  instant,  I  beg  to  say  that  in 
the  matter  of  the  liquidation  of  the  Bank  of  Statenville,  Statenville,  Ga.,  that 
permission  was  given  by  this  department  to  the  officers  of  said  bank  to  liquidate 
and  pay  off  its  creditors  about  one  year  ago,  and  as  far  as  this  department 
has  been  informed  this  bank  has  discharged  and  paid  off  all  its  obligations. 

As  to  the  matter  of  the  State  Bank  of  Waycross,  Waycross,  Ga.,  our  records 
show  that  this  bank  went  into  voluntary  liquidation  about  March,  1916,  and 
since  that  time  this  department  has  exercised  no  supervision  over  its  affairs, 
for  the  reason  that  we  were  informed  by  its  officers  that  its  depositors  and 
other  creditors  have  been  fully  paid  off.  No  complaints  have  been  registered 
In  this  office  to  the  contrary  by  the  creditors  of  the  two  above-named  banks. 

As  to  the  Waycross  Savings  &  Trust  Co.,  Waycross,  Ga.,  this  Institution  is 
not  a  bank  under  the  laws  of  Georgia,  and  we  have  never  had  any  supervi- 
sion over  it. 

Yours,  very  truly,  W.  J.  Speer, 

State  Bank  Examiner, 
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House  of  Representatives, 
Committee  on  Banking  and  Currency, 

Washington,  September  15,  t9J9. 
Hon.  George  P.  McLean, 

Chairman  Committee  on  Banking,  and  Currency, 

United  States  Senate. 

My  Dear  Senator  McLean  :  My  attention  has  been  called  to  No.  6  of  the 
printed  hearings  before  your  committee  on  the  nomination  of  John  Skelton 
Williams  to  be  Comptroller  of  the  Currency,  held  on  Monday.  July  21,  1919, 
and  to  the  statement  of  Senator  Gronna  appearing  on  page  449  of  the  hearings. 

I  desire  to  inform  you  that  on  February  15,  1919,  and  again  on  July  15  last 
I  introduced  in  the  House  of  Representatives  a  resolution  calling  for  an  in- 
vestigation of  John  Skelton  Williams  by  a  special  committee  of  the  House. 
This  committee,  to  be  appointed  by  the  Speaker,  would  be  authorized  to  in- 
vestigate the  conduct  of  John  Skelton  Williams,  not  only  his  official  acts  aft 
Comptroller  of  the  Currency  but  his  entire  conduct  us  an  official  of  the  Govern- 
ment. 

At  the  request  of  the  chairman  of  the  Rules  Committee  of  the  House  of 
Representatives,  I  appeared  before  that  body  to  explain  the  purpose  and  neces- 
sity of  this  resolution  on  Saturday,  July  19. 

Pursuant  to  the  request  of  that  committee,  I  submitted  to  it  information 
that  had  come  into  my  possession  from  a  trustworthy  source  indicating  that 
John  Skelton  Williams  was  involved  in  and  had  aided  in  the  purchase  by  the 
Government  of  the  Arlington  Hotel  site.  I  stated  that  the  information  was 
in  my  possession  and  could  be  substantiated;  that  Mr.  Lewis  B.  Williams,  a 
brother-in-law  of  John  Skelton  Williams,  negotiated  the  sale  of  this  property 
to  the  Government ;  that  Lewis  B.  Williams,  of  the  firm  of  Williams  &  Mullins, 
Richmond,  Va.,  brother-in-law  of  John  Skelton  Williams,  received  a  fee  of 
$25,500,  and  that  John  Skelton  Williams  had  a  partnership  interest  in  this  fee. 

While  the  Rules  Committee  of  the  House  had  my  resolution  under  considera- 
tion, and  before  it  had  acted  thereon,  John  Skelton  Williams  appeared  before 
your  committee  and  made  the  statement  referred  to  as  it  appears  in  the  hear- 
ings, and  in  Intemperate  and  vituperative  language  demanded  that  I,  a  Member 
of  the  House  of  Representatives,  appear  before  your  committee  and  there 
present  my  charges  relating  to  his  misconduct  and  submit  the  proof  thereof. 

After  Introducing  this  resolution  in  the  House,  after  appearing  in  support  of 
this  resolution  before  the  Rules  Committee  of  the  House,  and  while  it  was  still 
under  consideration  by  that  committee,  presentation  of  the  same  charges  and 
of  the  evidence  in  support  thereof  to  a  committee  of  the  Senate  would,  I  re- 
spectfully submit,  have  involved  at  least  a  discourtesy  to  a  standing  committee 
of  the  body  of  which  I  have  the  honor  to  be  a  member. 

I  have  the  highest  respect  for  your  committee,  and  I  regret  that  momentarily 
there  should  have  escaped  the  attention  of  its  members  the  fact  (1)  that  the 
Rules  Committee  of  the  House  was  considering  an  investigation  into  John 
Skelton  Williams's  official  conduct,  pursuant  to  my  resolution ;  and  (2)  that  the 
charges  to  which  Senator  Gronna  and  the  comptroller  referred  were  made  not 
"  in  the  public  prints,"  but  before  the  Rules  Committee  of  the  House.  I  re- 
spectfully submit  that  in  the  light  of  these  facts  no  criticism  properly  can 
attach  to  my  unwillingness  to  transfer  from  the  Rules  Committee  of  the  House 
to  the  Committee  on  Banking  and  Currency  of  the  Senate  the  charges  which 
the  former  committee  had  under  consideration. 

When  the  Rules  Committee  of  the  House  shall  act  favorably  upon  my  resolu- 
tion I  will  be  ready  to  substantiate  every  charge  I  have  submitted  for  its  con- 
sideration. 

Permit  me  further  to  bring  to  your  attention  the  fact  that  I  have  stated  to 
the  Rules  Committee  and  on  the  floor  of  the  House  that  if  in  its  judgment  I 
should,  prior  to  disposition  by  the  House  of  my  resolution  ami  while  the  Rules 
Committee  Is  still  considering  the  matter  submitted  to  it,  transfer  from  the 
committee  of  the  House  to  your  committee  my  charges  against  the  comptroller, 
I  was  prepared  to  do  so.  Neither  the  committee  nor  the  House  has  authorized 
or  suggested  such  action.  In  the  absence  of  such  authority  I  have  not  been  and 
am  not  now  at  liberty  to  submit  my  charges  to  another  jurisdiction. 

I  respectfully  request  that  this  communication  be  made  a  part  of  the  record 
of  your  committee,  both  that  its  members,  whose  respect  I  value,  may  under- 
stand the  circumstances  which  have  restricted  my  action,  and  that  the  unwar- 
ranted aspersions  of  John  Skelton  Williams  may  not  there  appear  unanswered. 
Very  truly,  yours, 

L.  T.  McFadden. 
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Waycboss  Savings  &  Trust  Co.. 
Waycross,  Ga.,  September  20,  1919. 
Hon.  Geo.  P.  McLean, 

Chairman  Banking  ana*  Currency  Committee. 

United  States  Senate,  Washington,  1).  C. 

Dear  Sir:  Part  II  of  the  hearings  before  your  committee  on  the  nomination 
of  John  Skelton  Williams  to  be  Comptroller  of  the  Currency  has  just  come  into 
my  hands.  I  note  on  page  786  a  letter  addressed  to  you  under  date  of  August 
8,  signed  "  John  Skelton  Williams,  Comptroller,"  in  which  he  says  or  under- 
takes to  convey  the  impression  that  the  Waycross  Savings  &  Trust  Co.  Is  a 
banking  con>oration,  that  it  Is  notoriously  insolvent,  and  that  It  is  closed  and 
application  made  for  receiver,  etc. 

Mr.  Williams  has  made  the  statement  lief  ore  that  this  company  was  in  the 
hands  of  a  receiver.  Now  he  undertakes  to  amend  for  one  falsehood  by  making 
it  several  and  this  last  one  above  referred  to  was  manufactured  by  his  "sweet 
scented  "  examiner  to  suit  the  purposes  of  the  hour. 

To  refute  this  last  diabolical  falsehood  I  have  had  the  clerk  of  the  superior 
court  of  this  county  issue  a  certificate  under  his  official  seal  certifying  to  the 
fact  that  no  receivership  proceedings  were  on  the  trial  docket  whatever  and  this 
certificate  has  been  sent  to  you  with  the  request  that  it  be  made  a  part  of  the 
record. 

The  Waycross  Savings  &  Trust  Co.  has  never  done  a  banking  business;  it 
has  no  banking  charter;  it  is  not  insolvent;  it  has  never  been  closed,  and  their 
is  no  application  for  receiver  pending.  Mr.  Williams  very  correctly  says,  truth 
may  not  overtake  a  lie  but  irilay  outlive  it.  I  therefore  ask  that  this  letter  be 
printed  in  the  record  along  with  the  clerk's  certificate  before  referred  to. 

Respectfully  submitted. 

L.  J.  Cooper. 


Georgia,  Ware  County,  ss: 

I.  J.  I).  Mitchell,  clerk  of  the  Superior  Court  of  Ware  County,  do  hereby  cer- 
tify that  there  are  no  proceedings  on  the  trial  docket  of  this  court  to  place  the 
Waycross  Savings  &  Trust  Co.  In  the  hands  of  a  receiver. 

I  further  certify  that  the  above-mentioned  court  is  the  only  one  in  this 
county  having  jurisdiction  in  such  proceedings. 

Given  under  my  hand  and  seal  of  office  this  19th  day  of  September,  1919. 

[seal.]  J.  D.  Mitchell. 

Clerk  Superior  Court.  Ware  County. 


United  States  Savings  Bank. 
Washington,  D.  C,  September  22,  1919. 
Hod.  <iEO.  P.  McLean, 

Chairman  Ranking  ami  Currency  Committee, 

United  States  Senate. 

Dear  Sir:  I  do  not  desire  to  tax  you  or  the  committee  by  making  further 
denial  of  the  various  false  statements  reflecting  upon  me.  made  by  John  Skelton 
Williams,  but  I  do  desire  to  impress  upon  you  and  the  committee  the  fact  that 
each  and  every  statement  he  has  made  reflecting  upon  me  in  any  way  was  and 
is  absolutely  and  infamously  false,  as  shown  by  the  record  of  the  February 
hearings.  He  has  never  in  his  life  referred  to  any  of  the  matters  about  which 
he  now  criticises  me  until  after  I  had  opposed  his  confirmation.  The  February 
hearings  show  that  the  paper  he  read  reflecting  upon  me,  was  practically  a  tis- 
sue of  wicked,  wilful  falsehoods,  manufactured  by  him  and  Examiner  Trimble, 
for  this  special  occasion.  All  these  matters  were  gone  into  at  great  length  in 
the  February  hearings  and  shown  to  be  a  tissue  of  wilful  and  malicious  false- 
hoods. 

The  February  hearings  show  that  the  15  charges  I  made  at  that  time  against 
Comptroller  Williams  at  pages  11  and  12  of  the  February  hearings  were  all 
conclusively  proven,  except  the  third  and  tenth,  which  have  been  proven  con- 
el  usively  now  by  the  testimony  of  Mr.  John  Poole  and  Mr.  Frank  J.  Hogan. 
In  a  few  instances,  I  have  excused  unwilling  witnesses,  as  to  certain  facts,  but 
in  each  and  every  case  the  charges  of  misconduct  have  been  fully  sustained, 
including  the  charge  in  regard  to  the  Georgia  &  Florida  Railroad. 

Comptroller  Williams  talked  loudly  about  net  operating  income  and  net  op- 
erating deficit  but  he  did  not  explain  that  such  Income  or  deficit  did  not  con- 
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template  the  payment  of  a  single  dollar  on  the  fixed  obligations  of  the  railroad. 
This  is  his  usual  manner  of  deception  and  falsification. 

I  hope  you  and  the  committee  will  remember  that  Comptroller  Williams  made 
no  denial  of  the  charges  filed  against  him  in  the  February  hearings,  but  sought 
to  escape  responsibility  by  reading  his  tissue  of  falsehood  and  slander,  which  he 
later  scattered  all  over  the  country,  especially  wherever  we  had  a  bank,  in  the 
attempt  to  hurt  the  bank  and  me.  If  the  things  he  says  are  true,  he  should  be 
driven  from  office  for  not  mentioning  them  until  after  I  had  opposed  his  con- 
firmation. 

Not  one  of  my  brothers  opposed  him,  but  he  has  sought  to  escape  by  villify- 
ing  and  slandering  my  brother,  Mr.  L.  J.  Cooper,  of  Waycross,  Ga.,  in  every 
way  he  could.  Mr.  L.  J.  Cooper  has  submitted  to  you  a  statement,  corroborated 
by  a  written  statement  of  Hon.  W  .J.  Speer,  treasury  of  the  State  of  Georgia, 
showing  the  statements  of  Comptroller  Williams  to  be  outrageously  false.  No 
creditor  or  depositor  ever  lost  a  single  dollar  in  any  financial  institution  in 
which  Mr.  L.  J.  Cooper  was  interested,  and  none  of  them  "closed,"  as  Comp- 
troller Williams  would  have  you  believe.  There  were  two  or  three  voluntary 
liquidations  of  small  banks  that  were  unprofitable,  but  not  a  dollar  was  lost  to 
a  depositor  or  creditor. 

Mr.  L.  J.  Cooper  has  made  a  few -business  mistakes,  but  he  has  never  had  a 
*"  creditors'  committee  appointed  "  or  declared  a  "  moratorium  "  as  John  Steel- 
ton  Williams  confessed  he  had  done.  Mr.  L.  J.  Cooper,  like  an  honest  man,  Is 
peeking  to  repair  and  correct  his  mistakes,  and  not  seeking  to  avoid  them  by 
misrepresentation  and  slander,  as  John  Skelton  Williams  has  done. 

Comptroller  Williams  made  the  statement  that  the  United  States  Savings 
Bank  had  charged  as  much  as  31  per  cent.  Upon  investigation  I  find  that  a 
Government  employee  obtained  a  loan  of  $25,  payable  in  five  monthly  install- 
ments, which  cost  him  $1.62,  or  about  $0.32  per  month.  The  Comptroller  agrees 
that  a  minimum  charge  of  $0.50  per  month  is  reasonable,  but  in  this  case  we 
collected  only  about  one-half  of  what  he  agrees  is  reasonable.  This  is  another 
Illustration  of  his  manner  of  deception  and  falsification,  as  mentioned  by 
Senator  Weeks  in  his  testimony  last  February.  There  may  have  been  one  or 
two  similar  cases  or  cases  where  we  charged  for  drawing  papers  as  in  loans  on 
automobiles. 

The  February  hearings  also  show  that  his  insinuation  that  I  opposed  him  be- 
cause of  his  criticism  of  any  of  my  loans  or  the  loans  of  my  brothers,  is  also 
an  absolute  and  unqualified  falsehood.  The  record  shows  that  he  has  never 
criticized  one  of  my  loans  in  his  life. 

I  will  not  tire  you  further,  but  I  firmly  believe  that  Mr.  Hogan's  statement 
that  99  per  cent  of  the  testimony  of  Comptroller  Williams  is  false. 

As  a  memorandum  for  your  committee,  I  respectfully  request  that  this  letter 
l>e  made  a  part  of  the  printed  hearings,  and  also  the  letters  of  Mr.  L.  J.  Cooper 
and  the  Hon.  W.  J.  Speer,  of  Atlanta,  Ga.,  and  the  inclosed  certificate  from  the 
Hon.  J.  D.  Mitchell,  clerk  of  the  superior  court  of  Ware  County,  Ga. 
Yours,  truly, 

Wade  H.  Cooper,  President. 


APPENDIX. 


Treasury  Department, 
Office  of  Comptroller  of  the  Currency, 

Washington,  September  2Jh  1919- 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Convndttee, 

United  States  Senate. 

Dear  Sir  :  I  have  not  thought  it  worth  while  to  bring  before  your 
honorable  committee  or  to  take  up  space  in  this  record  for  publication 
of  the  hundreds  of  commendatory  letters,  telegrams,  and  editorials 
which  I  have  received  from  various  sections  of  the  country  in  regard 
to  my  administration  of  the  office  which  I  have  the  honor  to  hold,  but 
as  Mr.  Hogan,  in  his  statement  before  the  committee  on  September  5, 
enlarged,  as  he  did,  upon  what  he  assumes  to  describe  as  the  u  omi- 
nous silence  "  of  the  bankers  of  the  country  on  the  question  of  my  con- 
firmation, I  shall  take  the  liberty  of  introducing  a  few  examples  of 
the  many  commendatory  communications  which  have  come  to  me,  and 
I  will  also  take  occasion  to  add  that,  aside  from  a  few  anonymous  let* 
ters,  I  do  not  recall  that  I  have  received  in  the  past  five  years  as 
many  as  half  a  dozen  letters  condemnatory  of  my  administration  of 
this  office. 

Under  date  of  June  24, 1919, 1  had  the  honor  to  receive  from  Hon. 
Ira  C.  Copley,  Member  of  the  present  House  of  Representatives,  and 
a  Republican,  the  following  letter: 

House  of  Representatives, 

Washington,  D.  C,  June  24,  J919. 
Mr.  John  Skklton  Williams, 

Comptroller  of  the  Currency,  Washington,  D,  C. 

Dear  Mr.  Comptroller:  I  have  your  favor  of  June  20,  together  with  Its  ln- 
elosure,  and  beg  to  thank  you  very  much  for  the  information. 

It  is  my  own  opinion,  based  on  my  own  observation,  that  the  comptroller's 
office  is  better  run,  on  the  whole,  than  it  has  been  in  the  entire  30  years  during 
which  I  have  been  engaged  in  business. 

I  have  business  relations  with  almost  100  different  banks.  My  business  fre- 
quently has  a  great  deal  of  money  on  deposit  and  we  frequently  borrow  a  great 
deal  of  money.  It  is  to  the  interest  of  every  sound  business  man  that  the  bank 
with  which  he  deals  should  be  run  right  up  to  the  handle. 

I  am  frank  to  say  to  you  that  I  have  heard  many  complaints  about  you  as 
Comptroller  of  the  Currency,  and  I  have  never  missed  such  an  opportunity  to 
express  myself  as  believing  the  national  banks  generally  are  in  better  condition 
to-day  than  they  have  ever  been  in  the  history  of  banks  in  this  country. 

I  had  a  discussion  one  evening  a  few  months  ago  with  a  well-known  citizen  of 
the  State  of  Minnesota,  who  was  criticizing  you  and  your  methods.  I  repeated 
my  **  canned  "  formula.  He  told  me  that  any  bank  could  get  along  in  times  such 
as  we  were  enjoying  at  that  moment.  The  next  morning  I  opened  a  Chicago 
Tribune  and  saw  that  the  day  before  13  State  banks  in  Minnesota  had  closed.  I 
cut  out  the  article  and  sent  it  to  him,  suggesting  that  it  might  be  a  good  thing 
for  the  Minnesota  State  bank  examiners  to  follow  the  disagreeable  methods  of 
the  Comptroller  of  the  Currency  of  the  United  States. 
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I  want  to  see  the  banks  of  this  country  absolutely  sound.  I  hope  to  have  some 
money  deposited  in  some  of  them  some  time  in  the  future.  I  am  very  sure  I 
shall  frequently  want  to  borrow  money  from  then*,  and  I  want  to  be  able  to 
enjoy  both  functions  of  the  banking  system  with  perfect  equanimity  and  a  feel- 
ing of  absolute  security. 
Very  truly,  yours, 

I.  C.  Copley. 

In  reply  to  a  note  from  me  asking  whether  I  might  make  use  of 
his  letter  if  I  should  desire,  Representatives  Copley  said : 

You  are  at  liberty  to  use  my  letter  in  any  way  you  see  fit.  I  did  not  send  it 
in  confidence.  My  opinion  of  the  comptroller's  office  is  not  confidential.  I  think 
the  banks  are  in  marvelous  shape. 

Under  date  of  May  1, 1919, 1  had  the  honor  to  receive  from  another 
Member  of  the  House  of  Representatives,  also  a  Republican,  a  letter 
commenting  upon  a  press  statement  given  out  by  this  office  with  ref- 
erence to  the  condition  of  national  banks,  in  which  he  said : 

The  facts  you  present  are  remarkable  and  bespeak  of  general  prosperity 
throughout  the  country,  also  of  the  strength  of  our  currency  and  banking  system 
and  the  splendid  executive  ability  of  those  in  charge. 

As  a  Republican  and  member  of  the  opposite  party,  \  wish  to  congratulate 
you  upon  the  splendid  showing  you  make. 

I  also  introduce  the  following  copy  of  resolutions,  unanimously 
adopted  July  17,  1919,  by  the  board  of  directors  of  the  chamber  of 
commerce  of  my  home  city,  Richmond,  Va. : 

RESOLUTIONS   PASSED   BY   THE  BOARD  OF  DIRECTORS   OF   THE  RICHMOND   CHAMBER   OF 

COMMERCE,  JULY   17,    1919. 

It  appearing  from  the  public  press  that  an  assault  is  being  made  upon  Mr. 
John  Skelton  Williams  and  his  administration  of  the  high  office  of  Comptroller 
of  the  Currency,  which  he  has  occupied  with  such  distinction  for  several  years 
past: 

Resolved,  That  the  Chamber  of  Commerce  of  the  City  of  Richmond,  of  which 
city  he  has  been  a  life-long  resident,  desires  to  put  on  record  its  perfect  belief 
in  the  exalted  Integrity  and  high  character  of  Mr.  Williams  and  its  admira- 
tion for  the  faithfulness,  splendid  efficiency,  and  entire  Impartiality  with  which 
he  has  administered  his  responsible  office.  And  we  tender  our  congratulations 
to  this  distinguished  Virginian,  that  no  complaint  of  his  performance  of  public 
duties  has  come  from  any  sources  except  from  those,  who  seeking  evasion  of 
the  law,  are  inspired  by  motives  of  revenge. 

Teste. 

[seal.)  -  F.  D.  Dunlop,  Secretary. 

From  the  mayor  of  my  home  city  I  received  the  following  letter : 

Office  of  the  Mayor, 
City  of  Richmond,  Va.,  February  25,  1919. 
Hon.  John  Skelton  Williams, 

Comptroller  of  the  Currency,  Washington,  D.  C. 

Dear  Mr.  Williams  :  Accept  my  congratulations  upon  the  report  of  the  com* 
mittee  favorable  to  your  confirmation..    It  was  Just  what  I  expected  and  wished* 
The  whole  country  should  be  gratified. 
Very  truly,  yours, 

George  Ainslie. 


From  R.  Goodwin  Rhett,  former  president  of  the  Chamber  of  Com- 
merce of  the  United  States,  also  president  of  the  Peoples'  National 
Bank,  of  Charleston,  S.  C,  I  received  under  date  of  April  24, 1919,  & 
letter  in  which  he  said : 

I  think  few  will  question  that  the  national  banks  have  been  very  materially 
strengthened  during  your  administration.    Many  undoubtedly  have  chafed  under 
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the  additional  work  imposed  upon  them  in  working  out  plans  of  analysis  which 
■hall  reveal  the  weaknesses,  and  those  who  have  suffered  through  such  revela- 
tion naturally  are  sore.  Some  of  this  is  coming  to  the  surface,  hut  your  service 
to  the  national  hanking  system  and  to  the  country  in  making  it  a  safer  and 
saner  depository  can  never  be  blotted  out. 

From  J.  A.  Griffin,  president  of  the  Florida  Bankers'  Association, 
I  received  a  copy  of  letter  addressed  by  him  under  date  of  March  1. 
1919,  to  a  United  States  Senator,  in  which  he  said : 

It  is  with  regret  that  I  note  an  organized  fight  is  being  made  in  the  Senate 
against  the  confirmation  of  Afr.  John  Skelton  Williams's  reappointment  as 
Comptroller  of  the  Currency. 

While  I  do  not  doubt  but  that  you  will  zealously  support  him,  I  write  to  say 
that  It  is  my  sober  and  earnest  conviction  that  Mr.  Williams  has  made  a  splendid 
comptroller.  He  has  energetically,  capably,  and  fearlessly  discharged  the 
duties  of  his  office.  In  many  ways  he  has  required  the  national  banks  of  the 
country  to  more  closely  observe  both  the  spirit  and  the  letter  of  the  law,  thereby 
raising  the  standard  of  banking  ethics,  promoted  better  banking,  and  benefiting 
the  depositing  and  commercial  public  which  they  serve. 

Under  date  of  March  8, 1919,  a  director  in  the  Federal  Reserve  Bank 
of  Cleveland  wrote  me  as  follows : 

I  have  just  read  a  copy  of  your  communication  to  Congressman  McFadden. 

For  a  direct,  dignified,  overwhelming  reply  to  his  unwarranted  charges*  your 
letter  is  unanswerable.  You  have  the  satisfaction  of  knowing  that  you  have 
been  the  means  of  clearing  up  more  banking  practices  that  should  never  have 
been  tolerated  than  all  your  predecessors  combined,  and  I  feel  confident  that 
when  the  facts  are  thoroughly  understood  by  the  Senate  your  confirmation  will 
be  certain. 

Mr.  Charles  A.  Lyerly,  member  of  the  Federal  advisory  council  of 
the  Federal  Reserve  Bank  of  Atlanta  and  president  of  the  First 
National  Bank,  of  Chattanooga,  wrote  me  imder  date  of  June  6  as 
follows : 

As  stated  to  Senator  McKellar,  I  feel  very  much  interested  in  your  confirma- 
tion ;  and  if  there  Is  anything  further  that  I  can  do,  I  hope  you  will  command 
me.  I  would  not  be  adverse  to  going  before  the  Senate  committee  if  I  can  do 
any  good.  Please  understand  this,  and  you  have  my  permission  to  have  me 
summoned  if  you  so  desire. 

In  a  statement  which  Hon.  Edward  C.  Stokes,  former  governor  of 
New  Jersey,  chairman  of  the  Republican  State  Committee  and  presi- 
dent of  the  Mechanics'  National  Bank  of  Trenton,  voluntarily  gave 
to  the  press,  and  which  was  published  in  the  morning  papers  ox  June 
30, 1919,  the  governor  said : 

The  strength  and  security  of  the  national  banking  system  has  demonstrated 
itself  during  the  war,  and  is  of  vital  importance  to  the  depositor  and  stock- 
holder who  intrust  their  money  to  its  care.  Much  of  the  strength  and  safety 
of  the  system  Is  due  to  proper  governmental  supervision. 

I  started  as  a  clerk  when  a  boy  in  a  bank  in  1883,  and  I  know  of  no  comp- 
troller who,  I  think,  has  been  more  efficient  than  Mr.  Williams.  His  adminis- 
tration of  the  law  has  been  painstaking  and  sane,  with  judicial  consideration  of 
extenuating  circumstances,  and  practical  difficulties  in  each  specific  case. 

He  has  brought  to  the  directors  a  better  knowledge  of  the  national  banking 
law,  and  a  better  knowledge  of  the  detailed  conditions  of  the  banks  under 
their  supervision,  and  stopped  some  of  the  careless  ethical  practices  that  grow 
up  in  the  course  of  time  In  the  hurry  of  business  affairs.  His  work  in  ths 
respect  has  added  to  the  security  and  strength  of  the  system,  and  should  meet 
with  the  approval  of  every  fair-minded  banker. 

My  experience  with  Mr.  Williams  is  that  he  has  asked  only  what  every 
honest  banker  ought  to  be  glad  and  willing  to  do,  both  for  the  sake  of  his 
Institution,  and  as  an  example  of  law  observance  in  his  community.  It  would 
be  a  great  misfortune  to  the  country  if  a  man  of  Mr.  Williams's  character  and 
experience  should  be  forced  to  retire  because,  in  the  proper  performance  of 
his  duty,  he  has  aroused  criticism  and  enmity. 
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The  bank  commissioner  of  Vermont,  Hon.  F.  C.  Williams,  in  a 
letter  which  I  had  the  honor  to  receive  from  him  under  date  of  May 
17, 1918,  said : 

I  certainly  think  that  you  and  your  friends  should  all  be  gratified  at  the 
vindication  of  your  course  relative  to  the  Rlggs  National  Bank  as  indicated  by 
this  statement  It  is  very  evident  that  you  have  compelled  the  respect  of  the 
bankers  of  the  country  in  the  attitude  you  have  taken  in  the  many  very  per- 
plexing situations  which  have  confronted  you  since  your  appointment  as  comp- 
troller. 

Mr.  Herbert  Fleishhacker,  formerly  member  of  the  Federal  advis- 

-  ory  council  of  the  Federal  reserve  bank  of  San  Francisco,  who  is  also 

president  of  one  of,  if  not  the  largest  bank  in  San  Francisco — the 

Anglo  &  London-Paris   National   Bank,  with   resources  of   about 

$100,000,000 — wrote  me  under  date  of  February  28,  as  follows : 

I  have  Just  read  with  great  pleasure  the  announcement  that  the  Senate 
Finance  Committee  has  recommended  your  reappointment  as  comptroller,  and 
take  this  opportunity  of  congratulating  you,  and  at  the  same  time  I  think  the 
national  hanks  are  to  he  highly  congratulated  upon  having  a  man  of  your  splen- 
did integrity  and  ability  at  the  head  of  this  Important  department.  Under  your 
able  supervision  the  banks  of  the  country  have  shown  a  remarkable  growth  and 
are  to-day  in  sounder  condition  than  ever  before  in  their  history,  and  your 
foresight  as  well  as  careful  and  constructive  judgment  has  been  one  of  the  large 
factors  in  bringing  about  this  condition. 

The  same  writer  also  said,  in  his  letter  to  me  of  August  29,  1919 : 

I  believe  your  administration  has  been  highly  efficient  and  fair,  and  have  no 
hesitation  in  saying  so.  I  was  always  glad  of  the  opportunity  which  my  three 
years'  service  on  the  Federal  advisory  council  gave  me  of  coming  in  close  touch 
with  yourself,  during  which  time  I  found  you  not  only  fair  but  broad  in  all 
of  your  viewpoints,  and  it  is  a  source  of  gratification  to  me  to  be  able  to  testify 
to  your  integrity  and  ability. 

I  have  been  furnished  with  a  copy  of  the  following  telegram,  sent 
without  my  knowledge  under  date  of  July  2, 1919,  to  a  United  States 
Senator,  signed  by  the  presidents  of  six  leading  banks  and  trust  com- 
panies of  St.  Louis,  Mo.,  including  two  former  presidents  of  the 
American  Bankers'  Association : 

We  strongly  recommend  John  Skelton  Williams  for  confirmation  as  comp- 
troller and  do  hope  you  will  vote  for  him. 

Walker  Hilt.. 
President  Mechanics- American  National  Bank. 

Edward  B.  Pryor, 
President  State  National  Bank. 

F.  ().  Watts, 
President  Third  National  Bank. 
John   G.   Lonsdale, 
President  National  Bank  of  Commerce. 
N.  A.  McMillan. 
President  St.  Louis  Union  National  Bank. 

Breckexridge  Jones. 

Messrs.  Hill  and  Watts,  whose  names  are  signed  above,  are  both 
former  presidents  of  the  American  Bankers'  Association.  Mr.  Hill 
is  a  director  of  the  Federal  reserve  bank  of  St.  Louis  and  Mr.  Watts 
is  the  member  of  the  Federal  advisory  council  for  the  St.  Louis  dis- 
trict. A  specially  strong  letter  from  Festus  J.  Wade,  president  of  the 
Mercantile  Trust  Co.  of  St.  Louis,  is  printed  on  page  385  of  these 
hearings. 


986  NOMINATION   OF   JOHN   SKELTON   WILLIAMS. 

Mr.  Logan  C.  Murray,  a  Xew  York  banker,  and  for  two  terms 
president  of  the  American  Bankers'  Association,  under  date  of  July 
18, 1919,  sent  me  the  following: 

I  see  by  the  daily  pni>ers  that  the  Senate  Committee  of  Ranking  is  holding 
hearings  in  the  matter  of  your  confirmation  by  the  Senate. 

I  have  been  a  bank  officer  for  over  40  years,  and  during  that  time  I  have  been 
quite  familiar  with  all  the  Comptrollers  of  the  Currency,  and  I  want  to  say  thAt 
my  experience  with  the  banks  throughout  the  country  generally,  by  reason  of 
the  fact  that  I  was  for  two  terms  president  of  the  American  Bankers*  Associa- 
tion and  quite  familiar  with  the  banks  of  the  country,  and  I  have  this  to  say. 
that  no  Comptroller  of  the  Currency,  in  my  opinion,  based  on  this  knowledge, 
has  ever  had  so  successful  a  management  of  the  great  system  as  you  have  put 
Into  operation,  and  the  result  of  the  few  failures  throughout  the  country  of 
hanks,  as  compared  to  what  it  was  20  or  30  years  ago,  is  a  most  marvelous 
record. 

I  am  satisfied  that  it  has  been  accomplished  by  reason  of  your  watchfulness 
and  obedience  to  the  laws  of  the  national  banks  throughout  the  whole  country. 

I  am  speaking  from  the  knowledge  as  indicated  above,  and  I  must  say  that 
I  can  not  imagine  the  Senate  not  promptly  confirming  your  nomination  for  a 
continuance  of  your,  what  I  consider,  most  successful  management  of  the 
tanks  of  the  country.  I  confidently  hope  that  it  may  be  that  your  great 
service  may  be  recognized  in  this  confirmation. 

Mr.  J.  A.  McCord,  governor  of  the  Federal  Reserve  Bank  of  At- 
lanta, under  date  of  May  20, 1919,  wrote: 

Our  observation  and  our  review  of  the  statements  furnished  to  us  by  nation*  r 
banks  show  a  more  healthy  condition  than  at  any  time  in  the  past.  We  believe 
that  there  is  a  general  tendency  to  see  that  all  national  banks  are  put  upon 
a  sound  and  safe  basis,  and  that  good  banking  principles  are  being  adopted; 
and  this  is  having  its  reflex  influence  upon  the  State  institutions,  who  are 
turning  in  the  same  direction. 

Hon.  F.  W.  Cathro,  director  general  of  the  Bank  of  North  Da- 
kota, under  date  of  May  12, 1919,  wrote  me : 

I  want  to  avail  myself  of  the  first  opportunity  I  have  had  since  my  appoint- 
ment in  connection  with  this  new  bank  to  offer  my  congratulations  on  your 
reappointment  as  Comptroller  of  the  Currency,  and  sincerely  hope  that  your 
appointment  may  be  confirmed. 

I  realize  the  important  work  you  have  done  for  the  country  in  connection  with 
national  banks,  and  am  hoping  that  cordial  relations  may  be  established  between 
your  office  and  this  new  State-owned  bank. 

Mr.  J.  W.  Stoll,  describing  himself  as  now  and  always  a  stanch 
Republican,  former  president  of  the  Kentucky  Bankers'  Association 
and  president  of  the  leading  national  bank  of  Lexington,  Ky.,  has 
furnished  me  with  the  following  copy  of  a  letter  addressed  by  him 
to  United  States  Senator  Penrose,  under  date  of  June  25,  1919 : 

Hon.  Boies  Penrose, 

United  States  Semite.  Wcuihinffton,  D.  C. 

Dear  Sir:  I  understand  that  the  question  of  the  confirmation  of  Mr.  John 
Hkelton  Williams  as  Comptroller  of  the  Currency  will  come  before  the  Senate 
Committee  on  Banking  and  Currency  in  the  next  few  days. 

In  Justice  to  a  man  of  ability,  and  one  who  has  filled  a  very  difficult  govern- 
mental position  in  a  highly  satisfactory  way,  I  am  taking  the  liberty  of  writing 
you  and  requesting  that  you  give  Mr.  Williams  your  support.  For  nearly  40 
years  I  have  been  an  employee  of  this  institution.  I  have  watched  the  course 
of  the  various  comptrollers  who  have  occupied  that  position  with  great  interest, 
and  I  unhesitatingly  say  that  no  man  in  all  those  years  has  filled  the  position 
with  greater  success. 

Your  attention  is  called  to  the  fact  that  during  the  trying  year  of  1918  only 
one  national  bank  In  the  whole  United  States  failed,  and  that  a  comparatively 
small  one  In  California.  This  condition  is  unquestionably  due  to  a  very  great 
extent  to  the  splendid  administration  of  the  office  of  comptroller  by  Mr.  Wil- 
liams, and  I  believe  entitles  Mr.  Williams  to  reappointment  and  confirmation. 
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I  recognize  the  fact  that  Mr.  Williams  has  been  exacting  of  the  national 
hanks  in  his  management  of  the  comptroller's  office,  but  no  more  so  than  he 
should  have  been.  I  am  thoroughly  convinced  that  his  insistence  that  the 
banks  comply  with  the  letter  and  spirit  of  the  law  has  been  the  means  of  keep- 
ing the  national  banks  in  the  splendid  condition  in  which  we  now  find  them, 
and  this  after  going  through  four  or  live  years  of  most  trying  times. 

As  to  my  own  bank,  Mr.  Williams  has  never  required  of  us  anything  which 
was  in  the  least  unreasonable  and  which  was  not  for  the  good  of  our  institution. 
He  has  not  hesitated  to  criticize  us  whenever  any  matter  came  up  which  did  not 
meet  with  his  approval,  and  in  every  instance  his  position  has  been  the  correct 
one.  He  has  shown  an  amount  of  knowledge  of  the  condition  of  the  books  which 
I  have  never  observed  in  any  other  comptroller,  which  clearly  indicates  that  he 
does  not  trust  the  affairs  of  his  office  to  subordinates,  but  is  himself  in  close 
touch  with  the  situation  in  every  part  of  our  country. 

All  of  these  things  I  feel.  Senator  Penrose,  entitle  Mr.  Williams  to  confirma- 
tion, and  I  sincerely  hope  that  you  will  support  him.  I  admit  that  there  has 
been  much  criticism  of  his  management  of  the  office,  but  I  have  yet  to  learn 
where  Mr.  Williams's  position  was  not  the  correct  one.  No  instance  of  conflict 
between  the  comptroller's  office  and  any  bank  has  come  under  my  observation 
where  Mr.  Williams's  position  was  not  absolutely  correct. 

My  interest  in  the  matter  is  entirely  confined  to  my  desire  to  see  a  faithful 
public  servant  continued  in  office.  Politically,  I  am  entirely  opposed  to  Mr.  Wil- 
liams. I  am  now  and  always  have  l>een  a  staunch  Republican.  A  member  of  my 
family  is  the  chairman  of  the  Republican  county  committee  and  at  this  very 
time  I  am  myself  being  urged  by  many  leading  Republicans  to  become  their  can- 
didate for  State  senator  at  the  next  election.  I  mention  these  facts  to  show 
you  that  I  have  no  political  interest  in  Mr.  Williams's  confirmation. 
Very  truly,  yours, 

J.  W.  Stoll,  Prcrtdent. 

Under  date  of  May  19,  1919,  I  had  the  honor  of  receiving  from 
Hon.  Simon  Bamberger,  governor  of  Utah,  the  following  letter: 

I  am  deeply  grateful  to  you  for  the  information  contained  in  your  letter  of 
May  7  and  the  circular  accompanying  it  concerning  the  growth  of  the  nut  ion  ai 
banking  system.  The  condition  reflected  in  the  data  supplied  is  a  little  short  of 
remarkable,  and  I  take  this  opportunity  of  conveying  to  you  my  heartiest  con- 
gratulations upon  the  wonderful  showing. 

Under  date  of  February  26,  Hon.  W.  A.  MacCorkle,  former  gov- 
ernor of  West  Virginia,  and  now  president  of  a  national  bank  in 
Charleston,  W.  Va.,  telegraphed  me  as  follows: 

Can  I  be  of  any  help  to  you  with  anyone?  If  so,  let  me  know  by  wire.  I 
would  regard  it  as  a  great  backward  step  in  the  banking  system  of  the  United 
States  if  you  are  not  confirmed. 

Your  administration  has  been  vigorous,  earnest,  and  in  the  line  of  conservative 
banking  and  I  am  sure  that  every  banker  who  wants  a  faithful  administration 
and  the  trying  out  of  new  laws  indorses  the  above  statement. 

Would  be  glad  to  be  of  any  possible  service  to  you,  because  I  believe  It  would 
be  of  service  to  the  country.  I  wire  this  both  as  a  president  of  a  national  bank 
and  as  a  citizen. 

W.  A.  MacCorkle. 

Hon.  Francis  H.  Weston,  United  States  district  attorney  in  South 
Carolina,  who  also  had  much  experience  as  bank  president  and  coun- 
sel for  banks,  wrote  me  under  date  of  July  22,  1919,  as  follows: 

I  am  shocked  and  outraged  at  the  attacks  made  on  you  by  Mr.  McFadden 
and  one  or  two  others.  I  wish  there  was  something  I  could  do  besides  writing 
and  expressing  my  entire  confidence  in  your  integrity.  I  have  known  in  the 
course  of  my  life  many  men,  but  I  have  never  known  of  a  cleaner  man  than 
you.  In  the  course  of  your  life  it  can  be  said  without  the  least  compromise 
with  truth  that  you  have  lived  up  to  the  highest  standard,  and  made,  as  I 
know,  terrible  sacrifices  for  your  convictions.  As  a  practical  banker  I  know 
that  the  regulations  promulgated  by  you  have  been  in  the  interest  of  safety 
to  the  depositors  and  the  stockholders.  Your  protection  of  those  who  borrow 
money  from  usury  has  no  doubt  offended  many  bankers  who  were  taking  ad- 
vantage of  unfortunate  borrowers  and  defying  the  law. 
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Under  date  of  March  26,  1919,  Mr.  John  W.  Boehne,  Evansville, 
Ind.,  a  director  of  the  Federal  Reserve  Bank  of  St.  Louis,  wrote  mc 
as  follows : 

I  am  with  you  in  your  crusade  against  the  crooked  bankers  of  this  country* 
and  I  hope  you  will  win  out  in  this  case,  as  I  know  you  will. 

If  the  United  States  Senate  will  stand  for  sound  banking  and  do  the  will  of 
the  depositors  of  this  country,  they  will  promptly  confirm  your  appointment. 

Under  date  of  February  21,  1919,  I  received  from  a  member  of 
the  Boston  (Mass.)  bar  a  letter  in  which  the  writer  said : 

May  I  express  heartiest  indorsement  your  administration,  Comptroller  of 
Currency,  particularly  fair,  courageous,  and  efficient  manner  in  which  you  have 
handled  financial  aspects,  Boston  &  Maine  problem.  Shall  be  very  glad  to  be  of 
any  possible  assistance  in  support  confirmation,  reappointment,  either  before 
committee  now  holding  hearings  or  otherwise  as  may  be  agreeable  to  you. 

.  Mr.  F.  W.  Foote,  director  of  the  Federal  Reserve  Bank  of  Atlanta 
and  vice  president  of  the  First  National  Bank  of  Hattiesburg,  Miss.,, 
in  a  letter  to  this  office  under  date  of  June  24, 1919,  said : 

You  have  been  of  great  assistance  to  the  national  banks.  The  fearless,, 
practical  course  you  have  pursued  in  advising  the  American  public  of  facts 
concerning  banking  conditions  has  contributed  immensely  to  increased  public 
respect  for  national  banks.  As  a  result  thereof  the  national  banks  possess 
greater  Influence  and  efficiency,  and  that  being  true,  the  Federal  Reserve  System, 
one  of  the  principal  limbs  of  the  Nation,  increased  correspondingly  in  strength 
and  usefulness.  The  State  banks  have  raved,  little  appreciating  that  the 
natural  functions  of  your  office  demand  that  its  efforts  be  put  forth  in  this, 
regard  in  a  frank  manner.  State  banks  by  the  nature  of  relations  are  opposed 
to  national  banks,  and  it  even  extends  in  a  degree  to  the  reserve  system.  The 
fact  that  your  efforts  are  outstandingly  prominent  has  been  the  cause  naturally 
of  a  great  deal  of  discussion,  on  the  principle  that  one  howls  when  hit.  But  it 
has  done  a  lot  of  good.  The  discussion  occasioned  debate  throughout  the 
country  to  much  educational  advantage,  the  facts  necessarily  drifting  the 
neutral  mind  to  the  logical  conclusion.  And  the  inflamed  individual  even 
recognizes  down  in  his  heart  that  you  are  justified  in  giving  the  public  full 
advices  regarding  banking. 

I  think  your  propaganda  in  the  interest  of  natonal  banks,  and  indirectly  in 
the  interest  of  the  Federal  reserve  system  and  the  entire  public,  has  made  a 
strong  contribution  to  the  public  welfare  and  has  materially  increased  the 
strength  of  national  banks  and  the  Federal  reserve  system. 

Harrison  Xesbit,  president  of  the  Bank  of  Pittsburgh,  N.  A.,  one 
of  the  largest  and  most  successful  banks  in  Pennsylvania,  sent  me  a 
copy  of  the  following  letter  addressed  by  him  to  a  United  States 
Senator : 

July  22,  1919. 

My  Dear  Senator:  Without  the  knowledge  or  request  of  Comptroller  Wil- 
liams, and  merely  wth  a  view  to  placing  before  you  the  experience  of  our  insti- 
tution as  well  as  our  opinion  of  the  comptroller's  administration,  I  take  the* 
liberty  of  submitting  the  following,  to  wit : 

As  you  are  aware,  the  Bank  of  Pittsburgh,  N.  A.,  is  one  of  the  largest  na- 
tional banks  in  Pittsburgh,  which  gives  us  an  opportunity  to  fairly  well  judge 
the  efficiency  of  the  comptroller's  office.  Our  entire  experience  gives  us  nothing 
but  a  favorable  opinion  as  to  the  financial  judgment  of  Comptroller  Williams 
and  of  the  efficiency  of  his  office.  We  believe  he  has  been  one  of  the  most 
capable  comptrollers  and  has  courageously  fulfilled  the  duties  of  his  office  by 
requiring  strict  compliance  with  all  the  provisions  of  the  national  banking 
laws.  Wre  do  not  believe  that  he  imposes  any  conditions  which  a  bank  should 
not  readily  meet.  Our  idea  is  that  Comptroller  Williams  has  improved  and 
developed  bank  examinations  and  other  important  features  of  his  office  to  a 
point  of  greater  efficiency. 

Knowing  thnt  you  desire  full  expression  from  those  living  in  your  district,  T 
take  pleasure  in  recording  my  views  upon  this  subject  while  the  matter  of  con- 
firmation is  still  under  consideration.     I  sincerely  hope  that  you  may  see  your 
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way  clear  to  vote  for  the  confirmation  of  Comptroller  Williams,  as  I  believe 
that  his  judgment  and  capabilities  as  well  as  Jiis  efficient  administration  of  the 
office  fully  entitle  him  to  confirmation. 

With  kindest  personal  regards  and  best  wishes,  believe  me  to  be, 
Yours,  very  truly, 

Harrison  Nksbit,  President. 

President  Brown,  of  the  Citizens'  National  Bank  of  Raleigh,  N.  G, 
on  June  19,  1919,  said: 

I  have  watched  this  growth  with  a  great  deal  of  interest,  and  more  gratify- 
ing than  the  increase  in  the  number  of  banks  is  the  apparently  very  much  better 
condition  of  those  that  have  been  already  operating.  I  am  sure  that  in  the 
rest  of  the  country  the  same  conditions  prevail  that  exist  in  North  Carolina, 
and  here,  undoubtedly,  the  national  banks  were  never  in  such  excellent  condi- 
tion. 

I  am  fully  aware  that  often  the  banks  have  criticised  the  comptroller  for  some 
of  his  requirements  that  seemed  useless  to  them,  but  I  am  equally  sure  that  all 
agree  that  under  your  administration  the  system  has  been  very  much  improved. 

The  president  of  a  national  bank  in  New  York  City,  with  assets 
of  over  $50,000,000,  wrote  me  under  date  of  September  11,  1919,  as 
follows : 

I  have  read  with  a  great  deal  of  interest  your  letter  to  the  Banking  and 
Currency  Committee  of  the  United  States  Senate,  and  have,  in  fact,  followed 
along;  with  much  interest  the  unjust  and  malicious  endeavors  of  your  enemies 
to  malign  you. 

Personally,  I  do  not  believe  the  matter  is  taken  seriously,  for  ail  reputable 
bankers  in  the  United  States  know  your  honesty,  endeavors  of  purpose,  and  the 
extraordinary  results  you  have  created  under  the  national  banking  laws  of 
this  age. 

I  believe  99  per  cent  of  the  bankers  in  the  United  States  would  be  pleased  to 
express  this  in  writing  in  the  same  fashion  that  I  have. 

I  trust  that  your  annoyance  in  this  direction  may  soon  be  a  thing  of  the 
past,  and  if  there  is  any  fashion  in  which  I  can  serve  you,  you  have,  only  to 
command  me. 

The  chairman  of  the  National  Bank  of  Commerce,  Kansas  City, 
Mo.,  Mr.  W.  T.  Kemper,  furnished  me  with  the  following  copy  of  a 
telegram,  which  he  courteously  and  without  my  knowledge  or  re- 
quest sent,  under  date  of  July  9, 1919,  to  a  United  States  Senator: 

I  feel  very  sure  I  am  expressing  the  views  of  a  very  large  majority  of  the 
national  bankers  of  Missouri  when  I  urge  you  to  support  the  confirmation  of 
John  Skelton  Williams  as  Comptroller  of  Currency.  We  have  never  had  a 
more  conscientious,  painstaking,  fearless,  fair  comptroller  than  John  Skelton 
Williams.  Many  bankers  who  formerly  opposed  Williams  now  realize  his  true 
worth  and  are  anxious  for  his  confirmation. 

W.  T.  Kemper. 
Chairman  National  Bank  of  Commerce. 

Under  date  of  February  26,  1919,  I  received  from  the  cashier  of 
the  First  National  Bank  of  Madison,  111.,  the  following  letter : 

As  an  official  of  a  small  link  in  the  great  chain  of  national  banks  of  this 
count ryt  I  wish  to  express  to  you  my  gratification  at  the  action  of  the  Senate 
committee  in  reporting  favorably  on  your  renomlnation  to  your  present  office. 
I  do  not  see  how  any  sensible  man  who  has  at  heart  the  interest  of  the  coun- 
try's banking  institutions  could  oppose  your  renomlnation  when  your  adminis- 
tration of  the  comptroller's  office  has  been  so  highly  efficient,  so  strictly  fol- 
lowing the  letter  of  the  law,  and  so  just. 

Allow  me  to  say  to  you  that  the  relations  of  this  bank  with  your  office  have 
been  exceedingly  pleasant.  Your  requirements  of  us  have  never  been  arbitrary. 
On  the  contrary,  they  have  been  reasonable,  and  your  attitude  has  at  all  times 
been  helpful.  Under  your  administration  national  banks  have  been  placed 
on  a  higher  plane  of  safety  than  ever  before,  and  the  record  of  one  failure 
last  year  is  one  to  excite  the  admiration  of  anyone  who  has  the  welfare 
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of  the  people  of  this  country  at  heart.  You  have  rightly  held  that  national 
banks  should  be  conducted  in  the  Interest  of  the  shareholders  and  of  the 
people  at  large.  You  have  insisted  upon  a  strict  observance  of  the  law,  both 
in  letter  and  spirit.  No  sensible  man  would  ask  more,  and  no  honest  man  could 
ask  less. 

President  Fishburn,  of  the  Merchants'  National  Bank,  of  Los 
Angeles,  Calif.,  on  May  22  wrote: 

The  country  is  to  be  congratulated  upon  the  soundness  of  its  national  banks, 
due  in  part,  I  think,  to  the  Federal  reserve  system,  and  as  much,  perhaps;  to 
the  close  supervision  of  the  comptroller's  office  under  your  management.  I 
have  noted  with  some  interest  the  complaints  and  criticisms  of  your  rigid  super- 
vision, but  if  the  bank  operations  conform  to  the  requirements  of  the  law  there 
is  nothing  to  fear  from  such  supervision,  and  the  so-called  annoying  details 
in  statements  and  reports  required  are  more  than  offset  by  immunity  from 
failure.  Rigid  supervision  Is  certainly  preferable  to  carelessness  or  indifference 
in  the  comptroller's  office. 

The  president  of  the  Carolina  National  Bank,  of  Columbia,  S.  C, 
under  date  of  February  21, 1919,  wrote  me  as  follows: 

We  notice  that  some  fight  is  being  made  against  you  before  the  Senate  Com- 
mittee on  Banking.  I  therefore  take  the  liberty  of  addressing  Senator  Owens, 
chairman  of  the  committee,  the  following  telegram : 

"  We  regret  to  see  that  some  fight  is  being  made  against  the  Hon.  J.  Skelton 
Williams,  Comptroller  of  the  Currency.  I  have  known  Mr.  Williams  in 
business  affairs  for  more  than  a  quarter  of  a  century  and  am  intimately 
acquainted  with  his  administration  of  the  office  of  Comptroller  of  the  Cur- 
rency and  appreciate  the  good  work  that  he  has  done  In  that  capacity. 
I  therefore  desire  to  place  before  your  committee  as  a  matter  of  information 
the  hearty  indorsement  of  this  bank  of  his  administration  as  Comptroller 
of  the  Currency  and  fear  that  any  interference  with  his  administration 
will  prove  an  injury  to  banking  institutions  of  our  country.  Any  considera- 
tion which  you  may  give  to  these  views  will  be  highly  appreciated  by  this 
bank. 

"W.  A.  Clark, 
" President,  the  Carolina  National  Bank" 


I  therefore  trust  that  the  testimony  of  this  bank  will  foe  of  some  service 
to  you. 

Cashier  Hunter,  of  the  National  Valley  Bank  of  Staunton,  Va., 
on  June  16,  1919.  in  a  letter  said : 

We  have  received  and  read  with  interest  the  transcript  of  the  hearings 
before  the  Banking  and  Currency  Committee  of  the  Senate  which  you  sent  us, 
and'  while  we  recognize  that  this  institution  is  but  a  small  cog  in  the  tre- 
mendous machine  over  which  you  preside,  yet  it  has  occurred  to  us  that 
it  might  not  be  improper,  in  view  of  the  various  and  conflicting  newspapei 
reports  and  alleged  expressions  of  opinion  from  certain  bankers,  if  we  were 
to  take  the  liberty  of  conveying  to  your  office  the  hope  that  we  might  not  be 
considered  as  in  any  sense  subscribing  to,  or  being  in  sympathy  with,  any 
of  these  unjust  criticisms. 

Since  1865  our  institution  has  been  fortunate  in  being  officered  and  directed 
by  men  whose  interests  in  this  bank  were  foremost  in  all  of  their  commercial 
endeavors,  and  for  this  reason,  plus  the  writer's  practical  experience  as  a 
Virginia  State  bank  examiner  from  1910  to  1913,  intensifies  our  abhorrence 
of  such  practices  as  are  ventilated  in  the  transcript  which  you  sent  us.  Our 
surprise  is  not  that  you  have  assailed  such  methods,  but  that  you  have  not 
used  more  drastic  means  to  drive  such  influences  out  of  the  national-banking 
fleld. 

The  president  of  a  successful  national  bank  in  the  interior  of 
Pennsylvania  on  May  1, 1919,  wrote  as  follows: 

Your  letter  to  Representative  McFadden  should  cause  him  to  crawl  into 
as  small  a  hole  as  is  possible  and  then  pull  the  hole  after  him.  No  wonder 
such  fellows  want  the#  office  of  comptroller  abolished.     The  present  incum- 
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bents  are  entirely  too  vigilant  in  the  interests  of  national  banks  and  their 
stockholders  for  their  comfort. 

Sift  out  the  comparatively  few  who  seem  to  be  opposed  to  your  strict  and 
unbiased  legislation  in  office,  and  in  every  instance  they  will  prove  themselves 
to  be  deliberate  Democratic  administration  faultfinders  or  the  class  in  which 
McFadden  circulates.  Your  letter  to  McFadden  deserves  to  be  read  not  oniy 
by  every  president  of  national  bank  but  by  the  cashiers,  assistant  cashiers, 
and  boards  of  directors  as  well.  The  latter  depend  entirely  too  much  upon  the 
officers  of  a-  bank  in  the  conduct  of  its  business  methods.  Especially  is  this 
the  case  in  country  districts. 

It  is  my  opinion  that  too  much  leniency  is  shown  to  officers  and  directors 
of  national  banks  who  disregard  and  continue  to  violate  instructions  from  the 
department.  History  proves  that  in  nearly  every  case  these  are  the  banks 
which  sooner  or  later  become  insolvent,  due  to  unlawful  advantages  exercised 
tor  personal  advantages. 

The  chairman  of  the  board  of  the  largest  national  bank  in  the 
entire  South,  the  Merchants-Mechanics  First  National  Bank,  Bal- 
timore, Md.,  has  courteously  furnished  me  with  a  copy  of  a  letter 
which,  without  my  knowledge,  he  wrote  to  a  United  States  Senator 
under  date  of  August  25, 1919,  in  which  he  said : 

I  have  known  Mr.  Williams  for  many  years  and  feel  absolutely  sure  the  op- 
position to  him  is  causal  by  his  desire  and  determination  to  make  all  banks 
conform  to  the  rules  and  regulations  of  the  United  States  Revised  Statutes.  I 
feel  absolutely  sure  that  he  has  given  no  bank  any  trouble  whose  officers 
were  managing  their  institutions  along  legitimate  lines  and  conforming  to  the 
national  bank  act. 

President  Freeman,  of  the  Merchants'  National  Bank,  of  Topeka, 
Kans.,  July  19,  1919,  wrote: 

Observing  that  there  seems  to  be  hesitancy  on  the  part  of  a  few  Senators  to 
promptly  confirm  your  reappointment,  I  have  taken  the  liberty  and  pleasure  of 
addressing  Senators  Curtis  and  Capper  regarding  the  matter,  and  it  is  my  con- 
fident hope  that  results  will  not  be  to  your  disadvantage. 

Trusting  that  the  victory  will  be  yours  and  that  we  may  have  the  privilege 
of  further  aiding  you  in  the  continued  development  of  the  best  banking  system 
on  earth,  I  am,  etc. 

In  a  letter  dated  June  28,  1919,  President  Homer,  of  the  Second 
National  Bank  of  Baltimore,  said: 

The  data  setting  forth  the  character  and  motives  of  opposition  before  the 
Senate  committee  to  confirmation  of  the  Comptroller  of  the  Currency  has  been 
carefully  examined  by  me.  You  are  to  be  congratulated  in  that  the  opposition 
is  almost  exclusively  of  such  origin.  It  must  be  a  source  of  satisfaction  to 
you  to  know  that,  by  your  painstaking  work  in  the  cases  of  similar  character, 
you  have  weeded  out  many  weak  spots  in  the  national  bank  system.  If  all  of 
the  opposition  arose  from  such  sources  your  nomination  should  and  ought  to  be 
confirmed  without  hesitation. 

Mr.  N.  A.  McMillan,  president  of  the  St.  Louis  Union  National 
Bank,  under  date  of  June  25,  1919,  wrote : 

The  record  as  to  national  bank  failures  in  the  period  referred  to  by  you  has 
been  most  excellent,  and  1  hope  and  feel  that  the  same  will  continue  for  the 
future.  We  have  been  in  the  system  less  than  30  days,  but  believe  that  we 
made  a  good  move  and  feel  that  our  experience  in  the  future  will  justify  the 
change  to  the  national  system. 

Mr.  A.  D.  Graham,  president  of  the  Citizens'  National  Bank  of 
Baltimore,  the  second  largest  bank  in  the  State  of  Maryland,  under 
-date  of  August  6,  1919,  wrote  me  as  follows: 

I  have  been  connected  with  the  Citizens'  National  Bank  for  over  a  quarter  of 
n  century,  and  I  want  to  go  on  record  as  saying  that  the  examinations  that  are 
now  being  made  by  your  examiners  are  no  more  like  those  that  were  made 
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under  your  predecessors  than  a  $20  gold  piece  is  like  a  lead  quarter.  It  is  iny 
firm  belief  that  you  have  done  more  to  further  the  interests  of  good  banking 
methods  than  all  of  the  comptrollers  put  together  since  I  first  entered  the  bank 
as  a  bookkeeper  in  189*2.  I  hope  the  time  may  soon  come  when  practically  all 
of  our  State  hanks  and  trust  companies  will  find  it  to  their  advantage  to  join 
with  us,  in  order  that  we  may  have  one  united  system. 

Under  date  of  July  28,  1919,  I  had  the  honor  to  receive  from  the 
chairman  of  the  railroad  commission  of  Kentucky,  Hon  Lawrence 
B.  Finn,  a  letter  in  which  he  said : 

I  have  been  discussing  the  unholy  warfare  being  waged  against  you  by 
certain  interests  which  have  felt  the  strength  of  an  honest  administration  by  a 
worthy  public  official,  and  I  called  *  *  *  attention  to  the  fact  that  as  far 
back  as  January  10,  1916,  I  had  predicted  just  such  a  result.  1  happened  to 
preserve  my  letter  to  you,  and  I  shall  quote  some  paragraphs  from  this  letter, 
which  indicate  how  accurate  my  predictions  were: 

"  It  requires  courage  tp  speak  so  plainly  concerning  the  evils  of  a  system  so 
powerful  as  the  hanking  interests  of  this  Nation.  Tour  fidelity  to  just  policies 
in  opposition  to  indefensible  practices  should  commend  you  to  the  good  graces 
of  the  fair-minded  people  of  this  Nation.  Unfortunately,  however,  not  enough 
individuals  study  public  questions  from  an  unselfish,  patriotic  standpoint.  The 
people  as  a  whole  have  no  organization  to  protect  them.  The  iuterests  are 
closely  allied  for  a  common  purpose  and  every  day  are  devising  plans  and  ways* 
to  prevent  just  legislation,  or,  if  possible,  to  evade  the  law  after  it  has  beeti 
passed,  or  to  secure  men  who  will  serve  their  interest  whose  duty  it  is  to 
execute  the  law. 

44  Mark  this  prediction,  you  will  have  a  hard  time  holding  your  position.  The 
big  interests  of  the  country  with  whom  the  banks  are  closely  allied  will  bring^ 
much  pressure  to  bear  from  many  sources." 

The  editor  of  the  Commercial  Appeal,  of  Memphis,  Tenn.,  whose 
circulation  is  one  of  the  largest  in  the  entire  South,  in  a  letter  under 
date  of  March  10,  1919,  wrote  me  as  follows : 

You  have  done  a  great  work,  Mr.  Williams,  in  the  office  of  comptroller.  In 
the  beginning  certain  things  you  did  startled  me  as  an  editor,  and  only  my 
knowledge  of  your  past  career,  which  was  splendid,  caused  me  to  withhold 
comment,  but  very  soon  I  saw  that  you  were  driving  at  the  very  heart  of  the 
right  thing. 

Mr.  Edward  Frensdorf,  a  bank  director  of  Hudson,  Mich.,  in  a 
statement  published  in  the  press,  said : 

It  looks  to  me  as  if  the  same  crowd  that  led  the  desperate  but  unsuccessful 
fight  against  the  currency  law  and  the  Federal  reserve  banks,  has  started 
another  crusade  against  an  administration  that  will  not  be  dictated  to 
*  *  *.  Comptroller  Williams  can  be  relied  upon  to  enforce  the  law  and 
rules  governing  his  department  without  fear  of  favor,  and  all  banks  can  be 
assured  of  impartial  but  rigid  enforcement  of  every  regulation. 

As  a  bank  director  and  depositor  I  am  anxious  that  every  official  exercise 
the  same  viligance  and  equal  inquisitiveness.  Banks  are  busted  from  the 
inside,  not  from  without,  and  every  precaution  taken  to  protect  the  credit 
of  banks  should  be  upheld  by  bankers  who  want  the  confidence  of  the  public. 

I  am  quite  sure  the  developments. of  the  Riggs  Bank  fuss  will  demonstrate  to 
every  fair-minded  person  that  our  national  banking  system  was  never  in 
safer  or  more  competent  hands. 

From  Gainesville,  Tex.,  I  had  the  pleasure  of  receiving  from 
Mr.  J.  W.  P/owers,  a  leading  business  man  and  banker  of  that  sec- 
tion, a  letter  in  which  he  said : 

As  a  former  banker,  with  nn  experience  extending  over  25  years  in  banking, 
I  desire  to  commend  and  congratulate  you  upon  the  stand  you  have  taken  in 
the  affair  of  the  Riggs  National  Bank. 

From  my  reading  on  the  matter,  it  seems  clear  to  me  that  they  have  been 
indulging  in  practices  that  are  absolutely  contrary  to  sound  banking.     When 
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reprimanded  they  have  evidently  felt  they  were  above  the  ordinary  rules,  and 
were  superior  to  the  rulings  of  the  department. 

The  question  to  be  decided  now  seems  to  be,  whether  the  hanks  are  to  run 
the  (Joverniuent,  or  whether  the  Government  is  to  control  the  banks. 

The  following  extract  is  from  a  letter  received  from  Mr.  John  T. 
Griffin,  president  of  the  Merchants'  and  Farmers'  Bank,  of  Ports- 
month,  Va.,  the  leading  State  bank  of  that  section,  and  was  written 
under  date  of  September  11,  1918: 

I  want  to  congratulate  you,  that  after  all  the  tumbles  and  worries  that  you 
have  had,  that  so  far  as  I  can  learn,  all  have  passed  away,  and  you  are  now  re- 
ceiving the  thanks  and  congratulations  of  the  country  at  large. 

I  think  it  was  Bulwer  who  said  "  That  if  a  man  were  never  to  tread  on  a 
snake  or  worm  during  his  life,  he  must  sit  in  his  armchair  from  the  day  dt 
his  birth  to  the  day  of  his  death." 

I  was  first  attracted  to  you  by  the  enemies  you  made  before  I  knew  you  well* 
*  *  *  As  I  have  moved  around  among  people  from  different  sections  of  the 
country,  I  have  looked  into  their  relations  to  you.  and  I  am  glad  to  say  that  I 
find  none  who  are  not  disposed  to  honor  you  for  the  great  work  you  have  done. 

Under  date  of  May  18,  1918,  I  had  the  honor  to  receive  from  the 
bank  commissioner  of  Massachusetts  the  following  letter: 

Commonwealth  of  Massachusetts, 
Office  of  the  Bank  Commissioner, 

Ronton,  May  18,  1018. 
Hon.   John   Skklton   Williams, 

Comptroller  of  the  Currency,  Washington,  D.  C. 

I>kak  Mr.  Williams:  I  have  received  your  favor  of  the  clipping  of  the  retrac- 
tion in  the  Evening  Sun.  in  regard  to  the  Riggs  National  Bank  matter,  which. 
gives  me  great  pleasure  and  satisfaction. 

It  is  gratifying  to  have  a  friend  vindicated  in  the  same  place  where  he  has 
been  falsely  maligned,  and  to  see  your  vigorous  and  right  course  of  action 
acknowledged  to  he  such  by  those  who  had  opposed  It.  I  believe  one  is  bound 
to  stand  up  for  his  personal  integrity  whenever  it  is  assailed,  and  yet,  by  reason 
of  my  official  position,  I  have  many  times  felt  handicapped  in  so  doing.  When- 
ever one  goes  straight  ahead  and  attacks  errors  which  have  been  improperly 
overlooked,  and  which  have  become  a  habit,  It  has  been  my  experience  that  the 
personal  attack  is  the  more  bitter  because  of  the  want  of  argument,  so  I 
heartily  sympathize  with  the  injury  done  and  with  the  gratification  you  have 
a  right  to  feel  in  this  recognition,  even  by  your  opimnents,  of  your  high-minded 
action  in  office. 

With  my  cordial  regards,  I  am, 
Very  truly,  yours, 

Arursrrs  L.  Thorxdikk. 

When  the  railroads  were  taken  over  bv  the  Government  in  Janu- 

•     _ 

ary,  1918,  I  accepted,  at  the  request  of  Director  General  McAdoo, 
the  office  of  director  of  finance  and  purchases.  The  duties  of  that 
office  were  exacting  and  laborious  and  were  performed  without 
remuneration. 

In  March,  1919,  when  the  war  was  over,  I  asked  to  be  relieved  of 
these  additional  duties,  and  upon  receipt  of  my  resignation.  Director 
General  Hines  wrote  me.  under  date  of  March  8,  1919,  the  following 
letter: 

Txited  States  Railroad  Administration. 

WaLKKR   I).   HlNKH,   DIRECTOR  CiENERAL, 

W'fiHhhiyton,  March  S,  1910. 
Dear  Mr.  Williams:  I  have  your  letter  of  7th  Instant.  In  accepting  your 
resignation  as  Director  of  the  Division  of  Finance  ami  Purchases  I  wish  to 
testify  in  the  most  unqualified  terms  to  the  patriotism,  Integrity,  and  self- 
<acriflee  with  which  you  have  at  all  times  discharged  the  heavy  additional 
duties  which  resulted  from  your  unselfish  acceptance  of  this  ini|>ortn!it  adminis- 
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native  position  with  the  Railroad  Administration.  I  have  never  come  In  con- 
tact with  higher  motives  of  public  service  than  those  which  have  consistentlv 
clmrncterized  your  handling  of  the  work  in  th<*  Railroad  Administration. 

It  is  a  great  satisfaction  to  me  to  know  that  while  you  are  no  longer  in 
position  to  perform  the  burdensome  administrative  functions  with  which  the 
Division  of  Finance  and  Purchases  has  been  charged,  you  will  still  be  able  to 
give  me  the  l>eneflt  of  your  wise  counsel,  long  experience,  and  high  standards  of 
public  service.  In  order  to  get  the  fullest  benefit  of  these  aids  to  my  work, 
I  have  asked  you  to  accept  the  chairmanship  of  a  finance  committee  which  will 
be  expected  to  submit  to  the  director  general  from  time  to  time  its  advice  on 
matters  of  financial  policy,  and  also  to  make  to  the  director  general  preliminarr 
reports  on  any  proi>osed  reorganizations  which  may  require  his  approval.  \ 
have  also  asked  you  to  accept  the  chairmanship  of  an  advisory  committee  on 
purchases,  which  will  be  charged  with  authority  to  investigate*  and  advise  on 
important  questions  of  j>olicy  involving  purchase  of  materials  and  supplies  for 
the  railroads.  I  shall,  of  course,  rely  upon  your  continuing  to  participate  in  the 
Railroad  Administration's  staff  conferences  and  to  preside  at  those  conference 
in  my  absence.  I  have  the  highest  satisfaction  in  knowing  from  our  discussions 
of  the  matter  that  you  will  continue  to  assist  me  in  those  important  capacities. 

In  conclusion,  I  wish  to  offer  my  profound  thanks  for  the  untiring  and  un- 
selfish devotion   which  you  have  manifested   to  the  Railroad  Administration 
throughout  its  existence,  and  for  the  invaluable  assistance  you  have  given  in  its 
riost  pressing  and  important  problems. 
Sincerely,  yours, 

Walker  D.  Hikes. 

Hon.  John  Skblton  Williams, 

Washington,  D.  C. 

I  now  ask  that  there  be  included  in  this  record  the  following  letter 
which,  under  date  of  De  ember  14,  1918,  I  had  the  honor  to  receive 
from  Hon.  William  G.  McAdoo,  then  Secretary  of  the  Treasury  and 
Dire, tor  General  of  Railroads: 

The  Secretary  of  the  Treasury. 

Washington,  December  i^,  1918. 

My  Dear  Williams:  Before  I  surrender  my  commission  as  Secretary  of  the 
Treasury,  I  wish  you  to  know  how  much  I  appreciate  the  unswerving  and  loyal 
support  you  have  given  me  throughout  my  term  of  office. 

You  responded  to  my  invitation  at  the  very  outset  of  my  official  career  to 
Income  Assistant  Secretary  of  the  Treasury  in  charge  of  the  fiscal  bureaus. 
You  then  consented,  at  my  request,  to  take  the  office  of  Comptroller  of  the 
Currency,  one  of  the  most  important  in  the  Treasury  Department,  and  at  that 
time  rendered  doubly  so  because  of  the  organization  of  the  Federal  Reserve 
System  and  of  the  new  duties  which  were  thereby  imposed  upon  the  Comptroller 
of  the  Currency. 

When  I  became  Director  General  of  Railroads  you  consented,  at  niy  request, 
to  become  Director  of  the  Division  of  Finance  and  Purchases,  one  of  the  most 
resiKHisible  in  the  Railroad  Administration.  You  assumed  these  new  burdens 
cheerfully,  notwithstanding  the  fact  that  your  duties  in  the  Treasury  Depart- 
ment and  with  the  Federal  Reserve  Board  were  of  the  most  exacting  and 
laborious  character. 

To  si  11  of  these  were  subsequently  added  membership  on  the  Capital  Issues 
Committee,  which  in  turn  demanded  intelligent  discrimination  and  painstaking 
service. 

In  every  one  of  these  vital  and  essental  responsibilities,  you  have  acquitted 
yourself  with  rare  courage,  devotion,  industry,  and  patriotism.  You  have  been 
indefatigable  and  unsparing  of  self  throughout  all  the  critical  times  of  the  past 
six  years,  and  especially  during  the  past  20  months  of  war.  Your  enthusiasm 
and  determination  have  never  been  diminished  by  any  obstacles,  however  for* 
midithle,  nor  by  any  criticism  or  misrepresentation,  however  malignant  and 
unjustified.  You  have  suffered  from  misrepresentation  to  an  unusual  degree, 
because  you  have  had  the  courage  to  enforce  the  law  without  fear  or  favor. 
No  man  who  fills  the  office  of  Comptroller  of  the  Currency  will  ever  be  popu- 
lar if  he  administers  it  with  impartiality  and  justice. 

When  the  impartial  history  of  the  great  times  through  which  we  have  just 
passed  shall  have  been  written  you  will  be  accorded  a  high  place  as  an  un- 
usually able  and  fearless  public  official  who  has  made  the  office  of  Comptroller 
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of  the  Currency  what  it  should  be — 11  potential  Influence  for  sound  and  clean 
banking — hanking  conducted  with  reference  to  the  just  interests  of  those,  high 
or  low,  who  have  to  do  business  with  banking  institutions.  You  have  stood 
consistently  for  high  ethical  standards  in  the  banking  world  as  well  as  in  the 
business  world,  and  the  good  influence  of  your  work  will  be  felt  permanently 
in  the  financial  system  of  the  United  States. 

One  can  not  be  a  reformer  or  a  crusader  for  conscience  and  justice  without 
incurring  the  enmity  and  malignity  of  Jhe  intrenched  selfishness  of  those  who 
have  profited  by  other  methods,  but  one  can,  nevertheless,  have  that  fine  satis- 
faction which  comes  from  the  clean  and  high-minded  discharge  of  duty,  regard- 
less of  personal  consequences.  This  you  have  done — you  have  been  a  faithful 
servant  and  a  fearless  patriot. 

While  our  official  relations  will  soon  be  severed,  our  personal  friendship  shall 
never  be  altered,  so  far  as  I  am  concerned.  And  wherever  your  lot  may  be 
cast  I  shall  follow  you  with  the  affectionate  solicitude  of  a  genuine  and  devoted 
friend. 

Cordially,  yours, 

W.  G.  McAdoo, 

Hon.  John  Skkltox  Williams,  . 

Comptroller  of  the  Currency,  Washington,  1).  C. 

I  do  not  wish  to  take  up  further  space  with  a  mass  of  commenda- 
tory newspaper  editorials  and  articles  which  have  come  to  me  from 
various  sections  of  the  country,  but  I  shall  take  the  liberty  of  in- 
serting  just  a  few  examples  from  newspapers  from  regions  near  by 
and  remote. 

The  first  to  which  I  now  ask  your  attention  is  from  the  New  York 
Evening  Sun  of  April  27, 1918 :  ; 

A    STATEMENT   IN    JUSTICE   TO    MR.    JOHN    HKKLTON    WILLIAMS. 

A  letter  received  a  few  days  ago  from  John  Skelton  Williams,  Comptroller 
of  the  Currency,  calls  our  attention  to  an  editorial  article  printed  in  this  news- 
paper more  than  three  years  ago,  at  the  height  of  the  bitter  controversy  be- 
tween the  comptroller  and  the  Riggs  National  Bank,  of  Washington.  At  Mr. 
Williams's  suggestion  we  have  reexamined  the  statements  of  that  article  and 
compared  them  with  the  facts  submitted  by  him  as  justifying,  in  his  opinion, 
the  correction  of  misinformation  and  the  reparation  of  injustice  done  him. 

In  general  he  objects  to  the  Evening  Sun's  characterization  of  his  activities 
in  that  case;  and  in  particular  he  objects  to  the  specific  declaration  that  his 
assertion  was  not  true  wherein  he  stated  that  the  Department  of  Justice  had 
taken  up  certain  irregularities  of  the  bank  and  had  employed  special  counsel 
to  prosecute  them. 

In  Mr.  Williams's  letter  to  us  he  explains  as  follows  the  delay  of  three  years 
in  taking  up  with  us  the  matter  of  this  editorial.    He  says  on  this  point : 

•*  My  first  impulse  to  seek  redress  for  what  I  regarded  and  yet  regard  as  a 
scandalous  and  unjustifiable  attack  on  my  personal  and  official  character  was 
restrained  by  advice  against  complicating  the  cast1  with  a  newspaper  controversy. 
*  *  *  Since  the  trial  referred  to  I  have  been  intensely  absorbed,  first,  with 
the  duties  my  office  requires  of  me  in  connection  with  the  establishment  and 
operation  of  the  Federal  Reserve  System,  and  later  with  the  new  questions  and 
rabors  resulting  from  the  war.  Recently  I  realized  that  while  I  was  putting 
this  matter  of  my  own  defense  aside  for  other  duties  I  was  hazarding  my  right 
to  appeal  to  the  courts,  if  all  other  means  for  obtaining  redress  failed  me." 

The  incident  of  the  Riggs  National  Bank  prosecution  occurred  more  than  a 
year  before  the  present  ownership  and  management  of  this  newspaper  had  come 
into  control  of  its  utterances.  While  this  fact  of  date  has  no  relation  to  the 
continuity  of  journalistic  responsibility,  it  may  have  some  little  value  on  per- 
sonal aspects  of  the  matter.  In  the  second  place,  the  idea  of  legal  proceedings 
to  procure  editorial  justice  is  neither  necessary  nor  of  any  moment,  the  time 
limit  for  a  court  test  of  such  question  having  passed  by  more  than  a  year. 
But  this  fact  is  of  no  consequence  so  far  as  concerns  our  attitude  in  the  matter, 
which  is  to  do  justice  to  Mr.  Williams  voluntarily  and  whole-heartedly,  in  so  far 
as  justice  can  be  done,  by  acknowledging  in  these  columns  that  the  editorial 
in  question  never  should  have  been  printed.    It  was  intemperate  in  respect  to 
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general  criticism  and  without  facts  to  justify  the  accusation  of  untruthfulness 
on  the  part  of  Mr.  Williams. 

The  writer  of  the  editorial  may  have  had  some  statements  from  Washington 
that  seemed  to  warrant  his  conclusion,  but  clearly  they  were  not  of  sufficient 
weight  to  merit  drastic  editorial  criticism.  That  in  every  respect  Mr.  Williams 
acted  in  good  faith  in  the  Riggs  Bank,  controversy  and  with  conscientious 
regard  for  the  duties  of  his  office,  and  with  the  strictest  regard  for  accuracy  in 
all  statements,  the  Evening  Sun  has  no  doubt  whatever. 

In  fact,  this  newspaper  has  come  to  look  upon  Mr.  Williams  as  an  excep- 
tionally able  man,  straightforward,  clear-headed,  aggressive,  and  a  prodigious 
worker.  And  the  Kvening  Sun  is  glad  to  record  here  the  fact  that  the  prejudices 
in  financial  circles  against  Mr.  Williams  in  the  early  days  of  his  connection 
with  the  comptroller's  office  have  given  place  to  the  opinion  which  the  Evening 
Sun  now  has  of  the  comptroller.  It  is  certain  that  the  comptroller's  office  in 
many  years  prior  to  Mr.  Williams's  incumbency  did  not  have  the  rigorous  busi- 
ness handling  which  it  has  had  under  him.  Mr.  Williams  at  once  put  the  office 
on  a  sound  business  basis.  He  is  a  thoroughgoing  business  man,  who  brooks  no 
laxity  of  methods  anywhere. 

This  censuring  and  censurable  editorial  evidently  was  a  reflection  of  the  gen- 
eral feeling  in  the  financial  world  at  the  time  it  was  written.  Mr.  Williams's 
vigorous  and  revolutionary  methods  in  the  comptroller's  office  brought  about 
an  embittered  prejudice  against  the  new  comptroller,  and  this  prejudice  was 
sharply  accentuated  by  the  Uiggs  Bank  case,  bankers  here  and  elsewhere  very 
generally  taking  the  side  of  the  Washington  bank.  The  Evening  Sun's  editorial 
was  the  fruitage  of  this  prejudice.  This  is  the  only  reason  we  can  And  for  its 
publication,  and  it  is  no  justification.* 

Mr.  Williams  was  quite  right  in  resenting  the  article  and  is  quite  right  in 
asking  that  this  newspaper  retract  the  accusation  of  misrepresentation  by  him. 
This  the  Evening  Sun  cheerfully  does. 

The  following  editorial  is  from  the  Wall  Street  Journal  (New- 
York)  of  June  13,  1916.  I  ask  your  especial  attention  to  the  state- 
ment in  this  editorial  that — 

*  *  *  the  court  offers  an  opinion  which  is  decidedly  at  variance  with  the 
first  interpretation  of  this  decision,  printed  in  this  and  other  newspapers  on 
June  1.  It  is  only  fair  to  the  administration's  financial  officers  to  say  that 
the  court,  to  a  very  large  extent,  upheld  the  position  taken  by  the  Comptroller 
of  the  Currency. 

The  misleading  reports  first  sent  out  were  presumably  due  to  the 
activity  of  the  Riggs  Bank's  paid,  publicity  agent  who  has  so  fre- 
quently been  commended  by  Mr.  Hogan.  Mr.  Hogan  had  also  before 
your  committee  commented  upon  the  "  accuracy ,T  of  the  very  press 
reports  to  whose  incorrectness  the  Wall  Street  Journal  refers. 

[Editorial  from  the  Wall  Street  Journal  of  June  13,  1910.1 

In  a  decision  by  the  Supreme  Court  of  the  District  of  Columbia,  in  the  equity 
case  of  the  Riggs  National  Bank  against  the  Comptroller  of  the  Currency,  the 
Secretarv  of  the  Treasury,  and  the  Treasurer  of  the  United  States,  the  court 
offers  an  opinion  which  is  decidedly  at  variance  with  the  first  interpretation  of 
the  decision,  printed  in  this  and  other  newspapers  on  June  1.  It  is  only  fair 
to  the  administration's  financial  officers  to  say  that  the  court,  to  a  very  large 
extent,  upheld  the  position  taken  by  the  Comptroller  of  the  Currency.  The 
<roinion  extends  to  72  folios  and,  to  a  lay  mind,  is  wordy  and  involved.  One 
law"ve^ ^vvho  ?ead  it  impatiently  declared  that  it  almost  needed  another  adjudi- 
<*nt' on  to  decide  upon  its  meaning. 

It  does,  however,  disclose  the  fact  that  In  the  opinion  of  the  court,  the  couip- 
troller  has  the  power  to  impose  penalties  for  noncompliance  with  hi* i  demand  for 
reports  In  the  Riggs  case,  however,  the  comptroller  did  not  take  the  necessary 
X,0  demand  the  tine  before  proceeding  summarily  to  collect  It.  Therefore, 
tmt  p^rt  of  the  case  was  decided  in  favor  of  the  Riggs  Bank  Every  other 
count  in  the  bill  was  decided  adversely  to  the  Riggs  Bank  and  substantlally 
Tn  favor  of  the  comptroller.  So  far  from  the  court  hold  ng  '  that  the  reports 
must  be  only  on  the  condition  of  the  bank  and  not  deal  with  the  bamVsmanage- 
ment  "the  opinion  quotes  from  United  States  v.  Graves  (53  Fed.  Rep.,  634) : 
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What  is  the  object  of  these  reports"  (the  general  reports)  "to  the  comp- 
troller? Undoubtedly  to  advise  him  as  to  the  condition  and  method  of  manage- 
ment of  the  bank." 

Thirteen  pages  of  the  report,  from  folio  50,  upon  which  this  occurs,  contain 
a  discussion  on  this  point,  upon  which  the  comptroller  is  upheld. 

There  is  no  other  inference  from  the  opinion  of  the  court  than  that  the  comp- 
troller is  restrained  from  collecting  the  $5,000  fine  he  imposed  merely  because 
he  did  not  follow  the  correct  procedure.  Whether  such  power  should  be  lodged 
with  the  Comptroller  of  the  Currency,  or  whether  that  officer  is  superfluous 
under  the  Federal  Reserve  System,  need  not  be  here  discussed.  The  effect  of 
the  decision  is  as  here  stated. 

The  following  is  an  editorial  from  the  columns  of  the  Christian 
Science  Monitor  of  Boston,  Mass.,  of  January  25,  1916. 

The  Comptroller  of  the  Currency,  John  Skelton  Williams,  has  magnified  his 
office  as  have  none  of  his  predecessors.  His  oath  having  bound  him  to  perform 
certain  duties,  he  has  done  them.  Hence  his  popularity  with  officials  and  citi- 
zens whose  records  he  has  investigated  and  whose  accounts  he  has  studied  is 
not  so  marked  as  it  is  with  the  general  public. 

One  of  the  trails  that  he  has  followed,  and  by  so  doing  has  stirred  up  ani- 
mosity against  himself,  has  led  to  surprising  disclosures  that  involve  the  na- 
tional banks  and  their  charges  of  usurious  rates  of  interest. 

Armed  with  indisputable  evidence  backing  his  charges,  Comptroller  Williams 
has  been  arguing  before  legislators  for  an  amendment  to  the  national  banking 
laws  that  will  enable  the  Department  of  Justice  to  proceed  against  banks  so 
unjustly  using  their  power,  which  often  is  monopolistic  in  the  rural  regions 
of  the  South  and  in  the  pioneer  communities  of  the  Southwest  and  Northwest. 
The  outcome  of  this  appeal  by  the  comptroller  can  hardly  be  doubtful.  It  is  a 
simple  problem  in  elementary  justice  dealing  with  a  propensity  of  the  creditor 
class  that  society  has  had  to  check  since  very  early  times.  A  national-bank 
charter  can  not  be  allowed  to  be  the  shelter  of  men  who  would  fleece  their 
fellow  citizens.  The  Nation  can  not  be  less  sensitive  to  honor  than  are  the 
States.  Consequently  there  is  only  one  thing  to  do,  now  that  the  facts  are 
known.  A  way,  short  of  withdrawal  of  the  charter,  should  be  found,  by  which 
offenders  may  be  punished ;  and  such  work  of  prosecution  naturally  falls  to  the 
Attorney  General  on  recommendation  of  the  comptroller.  Specific  granting  by 
Congress  of  such  power  will  at  once  set  in  operation  legal  machinery  that 
should  bring  relief  to  the  farmers  and  merchants  of  regions  now  held  in  a 
form  of  slavery  that  is  none  the  less  odious  because  pecuniary  and  economic, 
though  not  political. 

Editorial  from  the  Columbia  (S.  C.)  State,  of  September  3,  1919: 

AN    ENFORCER    OF    LAW. 

Surely  enough  time  has  elapsed  for  the  Senate  of  the  United  States  to  give 
due  consideration  to  the  reappointment  of  John  Skelton  Williams  as  Comptroller 
of  the  Currency. 

The  people  of  the  United  States,  without  regard  to  party  affiliations,  are  con- 
vinced that  Mr.  Williams  has  proved  an  exceptionally  able  and  honest  comp- 
troller. Entering  the  office,  he  at  once  set  out  to  enforce  the  national  banking 
laws,  some  of  which  had  been  honored  more  in  the  breach  than  in  the  ob- 
servance, with  the  result  that  a  more  uniform  and  strict  adherence  to  the  regu- 
lations whereby  the  funds  of  the  people  intrusted  to  them  prevails  than  at  any 
time  in  the  past.  Recognition  of  their  custodial  responsibility  has  been  con- 
sistently pressed  upon  the  bankers  by  Mr.  Williams,  and  nowhere  is  a  banker 
to  be  found,  barring  perhaps  less  than  half  a  dozen  to  whom  his  high  conception 
of  banking  obligation  was  distasteful,  who  will  not  admit  that  his  administra- 
tion has  resulted  in  substantial  and  valuable  reforms.  Mr.  Williams  has  simply 
insisted  that  no  law  of  national  banking  should  be  a  dead  letter.  He  put  an 
end  to  the  ancient  abuse  of  overdrafts,  with  its  demoralizing  tendencies;  he 
compelled  banks  to  be  more  exact  in  relation  to  the  acceptance  of  mortgages  as 
collateral,  to  the  greatly  enhanced  protection  of  depositors,  and  in  numerous 
other  ways,  all  in  conformity  with  statute  laws,  he  exacted  greater  care  in 
banking  methods. 

Mr.  Williams  has  been  and  is  a  conspicuously  useful,  honest,  and  devoted 
public  servant  and  the  people  know  it.  Had  he  been  easy-going,  he  would  have 
fewer  enemies  and  the  public  would  have  had  less  security. 
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The  following  editorial  is  from  the  News-Leader  of  Richmond, 
Va.,  August  22,  1916: 

POLITICAL  ENEMY  APPRECIATION. 

In  debate  in  the  House  Friday,  in  which  the  Federal  Reserve  System  figured 
incidentally,  Representative  HU1  (Republican),  of  Connecticut,  voiced  high 
appreciation  of  two  Virginians.  Mr.  Hill  was  not  prepared  to  admit,  as  some 
have  contended,  that  the  system  had  mitigated  the  "  abuses  of  usury  In  certain 
sections  of  the  country."  It  was  the  man,  not  the  system,  which  had  done  that, 
he  argued.    And  he  added : 

"  The  Secretary  claims  that  the  system  has  mitigated  the  abuses  of  usury 
in  certain  sections  of  the  country.  There  is  nothing  to  the  claim,  for  it  is  a 
man  and  not  a  system  which  has  done  that.  The  man  who  is  entitled  to  credit 
is  the  Hon.  John  Skelton  Williams,  acting  in  the  capacity  of  Comptroller  of 
the  Currency,  and  he  is  entitled  to  the  thanks  of  the  country  for  it.  He  began 
the  work  by  exposing  abuses  three  weeks  before  a  Federal  reserve  bank  was 
organized,  taking  it  up  first  with  the  city  banks  and  then  following  it  up  in 
the  country  districts.  It  took  nerve  and  courage  to  do  it,  but  the  effect  of  the 
publicity  given  to  the  abuses  has  reached  straight  down  into  the  State  bank 
system,  over  which  the  Federal  Reserve  Board  has  had  no  control  whatever." 

Then  Mr.  Hill,  after  reluctantly  admitting  that  "  there  is  enough  good  in 
the  Federal  Reserve  System  to  justify  its  existence  as  a  step  toward  better 
things,"  and  following  recognition  of  the  "study,  good  sense,  and  the  sound 
money  principles  of  Carter  Glass,"  continued : 

"  For  what  good  there  is  the  country  may,  first  of  all,  thank  the  Hon.  Carter 
Glass,  of  Virginia,  who  from  the  very  beginning,  to  my  personal  knowledge, 
stood  like  a  rock  against  the  adoption  of  the  financial  heresies  of  some  of  his 
party  associates  of  high  and  low  degree." 

Mr.  Hill's  allusion  to  financial  heresies — differences  of  the  past  between  Mr. 
Glass  and  some  of  his  associates  and  in  the  laborious  work  of  perfecting  the 
new  act — is  apart  of  the  mark.  Also  is  the  fact  that  Mr.  Hill's  speech  was 
largely  political  and  in  criticism  of  the  administration.  The  point  Is  that 
neither  of  these  considerations  detract  from  the  justness  of  his  tributes  to  Mr. 
Williams  and  Mr.  Glass.  However  unfair  he  may  have  been  to  others,  he  was 
fair  to  these  two  Virginians.  However  narrow  and  partisan  his  view  of  the 
general  subject  he  was  discussing,  his  vision  broadened  and  his  partlsanry 
halted  upon  confronting  these  two  individual  and  personal  cases.  That  much 
must  be  said  to  his  credit. 

The  fourth  is  an  editorial  from  the  Pacific  Banker,  published  in 
Portland,  Oreg.,  and  Seattle,  Wash.,  July  26,  1919 : 

ANOTHER    DEFENDER OUR    ATTITUDE   ON    COMPTROLLER    WILLIAMS    THOUGHT    UNFAIR 

BY  SAN   FRANCISCO  BANKER. 

Last  week  there  was  published  at  the  head  of  our  editorial  columns  a  letter 
wherein  a  very  good  friend,  who  disagreed  with  the  view  we  have  expressed 
relative  to  John  Skelton  Williams,  Comptroller  of  the  Currency,  pointed  out 
certain  things  he  thought  entitled  Mr.  Williams  to  credit  we  had  not  given.  A 
short  time  ago  a  similar  letter  was  received  from  Herbert  Fleishhacker,  presi- 
dent of  the  Anglo  &  London-Paris  National  Bank,  of  San  Francisco.  Actuated 
by  the  same  motives  which  led  to  the  publication  of  the  other  letter — our  sincere 
desire  that  our  columns  shall  always  be  open  for  expression  of  opinion  honestly 
different  from  ours — we  have  obtained  permission  from  Mr.  Fleishhacker  to 
print  the  letter,  which  said: 

"  Dear  Mr.  Baker  :  My  attention  has  been  called  to  an  editorial  in  the  Pacific 
Banker  of  April  26  in  which  you  say : 

"  *  So  far  as  we  can  see,  with  very  few  exceptions,  Mr.  Williams  has  antago- 
nized the  whole  personnel  of  the  national  banking  system.  Whether  we  are- 
right  in  our  diagnosis  as  to  the  cause,  the  fact  exists.  And  that  is  sufficient. 
The  system  will  not  grow  as  it  should  under  his  administration.  His  manner, 
which  some  call  malicious,  others  honest,  but  all  unfortunate,  will  prevent  that 
and  is  preventing  it. 

"  •  *  *  *  He  can  not  be  considered  efficient,  for  the  reason  that  he  ha* 
turned  his  whole  flock,  practically  without  exception,  against  him.* " 
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Knowing  your  broad-minded  policies  and  fairness  of  purpose,  I  feel  free  to 
write  you  in  an  endeavor  to  correct  what  I  consider  is  a  wrong  impression  in 
regard  to  Mr.  Williams  and  his  administration  of  the  office  of  Comptroller  of  the 
Currency.  From  information  I  have  received,  it  would  appear  that  there  has 
been  a  gratifying  increase  in  the  number  of  banks  added  to  the  national  system 
during  Mr.  Williams's  administration  and  a  remarkable  immunity  from  bank 
failures — only  two  banks  having  closed,  I  believe,  during  the  past  year  and  a 
half. 

Possibly  Mr.  Williams,  or  his  official  staff,  have  made  some  errors  of  judg- 
ment during  the  past  trying  years  in  our  history,  but  what  big  man  in  Washing- 
ton  has  not  made  a  few  mistakes?  Knowing  Mr.  Williams  as  I  do,  I  do  not 
hesitate  to  give  him  full  credit  for  a  high  intention  and  thoroughly  conscientious 
purpose  in  every  official  act  that  has  come  to  my  notice.  It  is  true  that  some 
additional  work  has  been  placed  upon  the  banks  in  the  way  of  reports,  but  this. 
Is  largely  on  account  of  the  rapid  development  of  our  Federal  Reserve  System 
and  the  necessity  of  obtaining  specific  statistics  along  certain  lines. 

In  my  judgment,  the  national  banking  system  was  never  in  a  more  healthy 
condition  than  it  is  to-day,  largely  on  account  of  the  able  and  constructive  admin- 
istration of  the  comptroller's  pffice. 

I  am  writing  you  in  this  way  as  a  matter  of  fair  play,  and  because  I  have 
admired  Mr.  Williams's  sterling  qualities  and  absolute  honesty  of  purpose.  I 
feel  confident  that  bankers  in  general  will  bear  me  out  in  my  statement  that  our 
comptroller's  administration  has  been  exceedingly  helpful  and  eminently  suc- 
cessful. 

May  I  not  ask  you  to  give  Mr.  Williams  credit  for  the  big  things  he  has  ac- 
complished, the  high  standard  of  efficiency  he  has  maintained,  and  the  splendid 
results  he  has  obtained  ? 

I  shall  also  take  the  liberty  of  inserting  in  the  record  the  attached 
article  from  The  Outlook  (New  York)  of  June  5,  1918: 

THE  COMPTROLLER  OF  THE  CUBBKNCY — THE  MAN    AND  THE   JOB. 
[By  Theodore  H.  Price,  editor  of  Commerce  and  Finance.] 

[After  the  Secretary  of  the  Treasury,  whose  adjutant  he  is,  the  Comptroller  of  the 
Currency  is  the  most  important  officer  of  finance  in  our  Government.  He  has  directly 
under  his  control  some  7.700  national  banks,  whose  reaource*  now  exceed  $18,000,0000,000. 
He  also  has  supervision  of  all  currency  issues  and  is  ex  officio  a  member  of  the  Federal 
Reserve  Board.  The  present  comptroller,  John  Skelton  Williams,  holds  several  other 
Important  positions,  but  his  office,  considered  entirely  in  the  light  of  the  banking  power 
that  is  under  bis  direction,  makes  him  one  of  the  most  responsible  and  influential 
financial  functionaries  In  the  world.  As  such  we  think  that  the  following  description  of 
the  present  comptroller  and  his  many  activities  is  of  timely  interest  to  the  readers  of 
The  Outlook. — TnB  Editors.] 

Of  Lloyd  George  it  has  recently  been  said :  "  If  ever  there  was  a  man  who 
glories  in  conflict  and  eats  trouble  alive,  it  is  he.  It  is  the  breath  of  his  life, 
the  flint  that  strikes  sparks  from  his  steel." 

These  words  are  as  applicable  to  John  Skelton  Williams  as  to  Lloyd  George, 
for  ever  since  the  Comptroller  of  the  Currency  has  been  in  public  office,  and  long 
before,  he  has  been  eating  trouble  alive,  and  his  appetite  seems  to  grow  by 
what  it  feeds  upon. 

He  may  be  described  as  the  man  who  has  put  the  office  of  the  Comptroller 
of  the  Currency  on  the  map;  for  while  nearly  every  one  knows  that  he  has 
filled  that  position  for  some  years  now,  it  is  to  be  doubted  whether  there  are 
many  persons  in  the  United  States  who  can  name  any  of  his  predecessors. 
While  the  office,  first  established  in  1863,  has  been  held  by  some  men  who  sub- 
sequently became  prominent  as  bankers,  it  can  hardly  be  said  that  any  of  them 
were,  during  the  time  of  their  incumbency  as  Comptroller,  the  national  figure 
that  John  Skelton  Williams  is  to-day.  It  may  perhaps  be  true  that  the  condi- 
tions have  favored  Mr.  Williams,  for  he  has  been  in  office  during  a  period  in 
which  the  constructive  man  has  had  unusual  opportunities,  but  if  he  had  not 
been  constructive  and  forceful  he  might  have  remained  Comptroller  without 
impressing  himself  upon  the  country  as  he  has. 

As  there  is  a  Comptroller  of  the  Treasury  as  well  as  a  Comptroller  of  the 
Currency,  and  the  financial  machinery  of  the  Government  is  becoming  so 
multiplex  that  there  are  but  few  who  understand  which  functions  the  various 
agencies  perform,  it  may  be  well  to  explain  just  what  duties  Mr.  Williams  is 
charged  with.  Under  the  law  creating  his  office,  which  was  passed  concur- 
rently with  the  national  bank  act  in  1863,  he  was  made  responsible  for  the  is- 
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suance  of  the  currency  authorized  by  Congress,  including  especially  the  then 
newly  authorized  national  bank  notes,  and  the  supervision  of  the  national- 
ized banks  by  whom  these  notes  were  issued.  Thus  it  happens  that  he  is 
empowered  to  charter  national  banks,  is  provided  with  a  force  of  bank  ex- 
aminers through  whom -he  is  kept  appraised  of  the  condition  of  the  institutions 
under  his  care,  is  empowered  to  close  up  and  liquidate  mismanaged  or  insol- 
vent banks  and  to  punish  and  prosecute  their  officers  and  any  others  who  may 
have  violated  the  banking  laws. 

Since  1863  the  duties  and  responsibilities  of  the  Comptroller  of  the  Currency 
have  been  vastly  increased,  and  he  has  become  almost  an  adjutant  to  the  Secre- 
tary of  the  Treasury,  with  whom  he  is  of  necessity  in  const  ant  touch.  Under 
the  Federal  reserve  act  he  is  ex  officio  a  member  of  the  Federal  Reserve  Board, 
and  Mr.  Williams  is,  in  addition,  director  of  the  Division  of  Finance  and  Pur- 
chases of  the  United  States  Railroad  Administration,  a  member  of  the  Capital 
Issues  Commission,  which  determines  what  securities  may  or  may  not  be  issued 
during  the  war,  treasurer  of  the  American  National  Red  Cross,  and.  under  appoint- 
ment of  the  President,  a  nieiiitier  of  its  central  committee.  As  director  of  the  Divi- 
sion of  Finance  and  Purchases  of  the  United  States  Railroad  Administration, 
Mr.  Williams  hns  supervision  of  the  purchase,  yearly,  of  some  $2,000,000,000 
worth  of  suppMes  and  equipment  for  300,000  miles  of  railway  and  has  general 
direction  of  the  financing  of  the  component  systems  to  enable  them  to  meet  these 
vast  requirements  and  also  provide  for  the  hundreds  of  millions  of  dollars  of 
bonds  maturing  every  year. 

As  a  sidelight  upon  his  character  and  methods,  I  may  mention  that  when 
this  list  of  his  various  offices  was  supplied  to  me  by  one  of  his  subordinates  I 
remarked,  "  I  supi>ose  he  is  simply  honorary  treasurer  of  the  Red  Cross,**  and 
was  answered,  "  Mr.  Williams  couldn't  be  *  honorary  '  anything.  He  knows  all 
about  the  Red  Cross,  where  the  money  is  kept,  and  how  it  is  spent."  The  Im- 
pression that  the  man  makes  upon  his  associates  may  be  inferred  from  a  state- 
ment made  to  me  by  one  of  his  colleagues  In  the  Railroad  Administration,  who 
said,  "  I  am  really  astonished  by  the  unyielding  thoroughness  that  Williams 
shows.  He  is  ruthless  in  demanding  the  facts  and  gets  things  done  with 
amazing  speed." 

These  comments  are  interpolated  by  way  of  explaining  how  one  man  can 
44  hold  down  "  so  many  different  jobs  successfully.  They  are  all  interrelated  in 
that  they  all  have  to  do  with  the  custody  and  expenditure  of  the  Nation's 
money,  but  each  of  them  involves  a  study  of  and  acquaintance  with  problems 
and  activities  that  are  widely  divergent. 

In  so  far,  however,  as  these  problems  are  those  of  finance  and  transportation, 
Mr.  Williams  is  peculiarly  well  qualified  to  deal  with  them  by  his  experience 
before  he  became  comptroller.  He  is  a  Virginian  of  distinguished  ancestry. 
His  father,  John  L.  Williams,  who  had  been  in  the  Confederate  Army  and 
financial  agent  of  the  Confederate  government,  was  a  prominent  banker  in 
Richmond,  Va.,  and  made  his  son  a  partner  in  the  firm  of  John  L.  Williams  & 
Son  In  1886,  as  soon  as  the  younger  man  had  reached  his  majority.  It  was  not 
long  before  his  genius  for  financial  organization  commenced  to  assert  Itself. 
He  has  been  an  active  factor,  as  either  director  or  president,  in  banks  and  trust 
companies  In  Baltimore  and  New  York  as  well  as  in  the  South  since  he  was  25 
years  of  age,  and  in  1901  was  elected  president  or  chairman  of  the  trust  com- 
pany section  of  the  American  Bankers'  Association  and  a  member  of  the  execu- 
tive council  of  the  association.  He  found  time  to  direct  his  energies  toward  the 
development  of  railway  interests  in  the  South,  and  by  the  time  he  was  29  years 
of  age  he  had  put  together  a  railway  300  miles  long  in  Georgia  and  Alabama,  of 
which  he  was  chosen  president.  With  this  as  a  nucleus,  he  built  up  the  Sea- 
board Air  Line  System  by  consolidation,  purchase,  and  construction  until  by 
1900  he  had  3,000  miles  of  railway  traversing  the  Atlantic  coast  from  Virginia 
to  Florida  under  his  direction,  and  at  the  age  of  35  he  was  president  of  one  of 
the  most  important  trunk  lines  in  the  country. 

It  was  the  rapid  growth  of  this  system  and  its  competition  for  the  traffic  that 
the  older  through  lines  had  previously  monopolized  that  brought  its  young 
president  into  conflict  with  certain  financial  powers  In  New  York  who  seemed 
to  feel  that  their  preserves  were  being  invaded.  As  railway  competition  In 
the  United  States  Is  now  at  an  end  and  hankers  no  longer  have  a  proprietary 
interest  in  the  transportation  facilities  upon  which  the  busine  s  of  the  Nation 
depends,  it  is  unnecessary  to  rewrite  the  history  of  an  episode  that  was  char- 
acteristic of  the  period  when  capitalists  fought  for  the  control  of  railways  and 
the  right  to  exploit  them  a<  their  private  property.     Mr.  Williams  made  a  good 
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tight,  in  which  he  won  the  respect  of  his  antagonists;  and  while  the  control 
of  the  Seaboard  system  was  wrested  away  from  him  by  trutegic  methods  that 
would  be  condemned  to-day,  it  is  a  mistake  to  assume  that  he  cherishe ;  any 
resentment  toward  those  who  were  responsible  for  his  discomfiture. 

He  is  too  busy,  even  if  he  were  not  t<x>  big,  to  be  looking  backward,  and  his 
pas  ion  to-day  is  to  make  the  financial  and  transjjortation  agencies  of  the 
country  so  efficient  that  they  will  be  equal  to  any  demands  that  may  be  made 
on  them  during  the  war  and  in  the  subsequent  era  of  prosperity  that  he  foro- 
s*»es.  He  is  one  of  the  group  to  whose  vision  of  the  future,  its  opportunities 
and  its  requirements,  we  are  largely  indebted  for  the  Federal  re  erve  act,  the 
farm  loan  bill,  the  measure  providing  for  Federal  administration  of  the  rail- 
ways, the  law  creating  the  War  Finance  Corporation,  and  much  other  legisla- 
tion designed  to  safeguard,  develop,  and  give  increased  flexibility  to  the  credit 
and  transportation  machinery  of  the  country. 

It  is  to  be  doubted  whether  the  public  realizes  or  will  ever  realize  the  obli- 
gation that  the  Nation  is  under  to  this  group  of  men,  specially  notable  among 
whom,  be  ides  the  President,  under  whose  Inspiration  and  stimulus  they 
worked,  are  Secretary  McAdoo,  Senator  Owens,  and  Representative  < Jlass. 

Their  success  in  securing  the  adoption  of  the  most  constructive  and  progre  - 
sive  plan  of  fiscal  reform  and  reorganization  ever  devised  in  this  or  any  other 
<*ountry  enabled  us  to  avert  National  bankruptcy  during  the  early  stages  of  the 
war.  and  is  now  making  it  pos  ible  for  us  to  carry  so  lightly  the  enormous 
financial  burdens  that  we  have  assumed. 

From  his  earliest  youth  Mr.  Williams  has  been  a  constructive  optimist. 
When  he  was  but  26  years  of  age  lie  delivered  an  address  in  Na  hville  uihhi  the 
"Credit  of  the  South  "  that  presaged  the  future  of  that  section  with  extraor- 
dinary accuracy,  and  ever  since  the  synthetic  quality  of  his  vision  has  been 
evident  in  deed  as  well  as  in  word.  A  man  of  education  and  a  student  of  law 
at  the  University  of  Virginia,  he  has  a  gift  of  ehxpient  and  picturesque  ex- 
pression and  the  capacity  for  inspiring  leadership.  Naturally,  he  has  enemies. 
They  are  always  the  proof  and  the  penalty  of  aggressiveness :  but  he  has  also 
innumerable  friends,  and  one  of  them  said  to  me  that  his  chief  fault,  if  it  be  a 
fault.  Is  his  loyalty  to  his  friends.  This  instinct  of  loyalty  to  the  obligations 
of  friendship  is,  after  all,  but  a  form  of  the  honesty  that  demands  fidelity  in 
every  relation  of  life. 

His  rigorous  enforcement  of  the  banking  laws  s-inee  he  became  comptroller  is 
another  product  of  the  same  honesty  of  character.  He  plays  no  favorites,  and 
some  transgressors  who,  prior  to  his  incumbency,  had  come  to  believe  that  they 
were  above  the  law  have  accused  him  of  personal  vindictivene  s  because  he 
has  compelled  them  to  abandon  practices  that  have  been  adjudged  illegal. 
This  was  the  case  in  a  controversy  that  he  had  with  a  prominent  bank  in 
Washington,  whose  management  now  admits  that  the  present  prosperity  of  the 
institution  is  in  no  Miiall  degree  due  to  the  rigor  and  promptitude  of  the  comp- 
troller's action. 

He  has  upon  more  than  one  occasion  reprimanded  the  banks  that  charged 
usurious  rates  of  interest.  He  recently  refused  to  grant  a  charter  to  a  bank 
whose  incorporators,  being  men  of  wealth,  had  failed  to  subscribe  their  reason- 
able share  to  the  Liberty  bond  issues,  and  only  the  other  day  he  gave  financial 
New  York  a  severe  jolt  by  borrowing  $6,000,000  for  the  New  York  Central  Bail- 
road  at  6  per  cent  when  the  most  i>owerful  banking  concern  in  the  world  had 
told  him  that  it  had  found  it  impossible  to  get  the  money  for  less  than  7  per 
■cent. 

He  maintains  that  there  can  be  profiteering  in  the  matter  of  interest  rates  as 
well  as  in  the  price  of  commodities,  ami  he  is  an  iconoclast  with  regard  to  many 
traditions  and  methods  that  formerly  had  the  sanction  of  high  finance. 

It  is  not  surprising,  therefore,  that  he  has  had  and  still  has  a  good  many  fights 
on  his  hands,  but  It  is  this  very  pugnacity  in  behalf  of  what  he  believes  to  be  right 
that  is  making  him  a  popular  character  and  a  notable  man. 

In  joining  with  the  Secretary  of  the  Treasury  in  advocacy  of  a  provision  in  the 
Federal  reser%*e  law  that  makes  the  Secretaries  and  Assistant  Secretaries  of  the 
Treasury,  the  Comptroller  of  the  Currency,  and  the  governors  of  the  Federal 
reserve  boards  ineligible  for  election  as  officers  or  directors  of  any  national  bank 
for  two  years  after  they  have  held  any  of  the  offices  named,  he  has  eliminated 
the  personal  equation  of  their  future  banking  affiliations  from  the  calculations  of 
these  various  functionaries,  and  he  is  absolutely  unafraid  ot  the  power  by  which 
-some  of  his  predecessors  have  been  overawed. 
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As  under  the  law  he  can  not  receive  in  the  aggregate  more  than  $12,000  per 
annum  from  the  Government  for  all  the  duties  he  performs  and  all  the  offi<-es  he 
holds,  it  is  impossible  to  imagine  that  the  monetary  reward  of  his  position  can 
have  any  appeal  for  him.  He  is  a  fiend  for  work  and  detail,  and  it  is  not  at  all 
unusual  for  him  to  be  found  in  his  office  at  midnight.  As  a  hard  worker  for  the 
Government  he  is  not.  however,  peculiar  at  present.  There  are  hundreds  of  other 
men  in  Washington  who  draw  no  pay  and  are  Just  as  industrious  as  he. 

Mr.  Williams  is  conspicuous  among  them,  not  for  his  devotion  to  the  country 
but  by  virtue  of  the  dynamic  idealism  in  which  that  devotion  expresses  itself. 
As  his  associate  already  quoted  said,  "  He  gets  things  done  with  amazing  speeds 
and  although  in  getting  them  done  he  sometimes  jostles  the  conservatives,  he 
never  seems  to  forget  the  interest  of  the  people  or  the  law  that  he  has  sworn  to 
obey  and  enforce.  His  insistence  upon  the  observance  of  the  law  by  the  banks- 
has  been,  in  fact,  responsible  for  most  of  the  trouble  and  criticism  that  he  has 
encountered  as  comptroller.  The  results,  however,  appear  to  justify  the  policy 
Mr.  Williams  has  pursued. 

He  was  appointed  comptroller  in  February,  1914.  During  the  33  years  prior 
to  his  appointment  the  annual  loss  to  national  bank  depositors  by  failure  had 
averaged  twenty -eight  one-thousandths  of  1  per  cent  of  the  total  national  bank 
deposits.  In  the  three  years  ending  October  31.  li)17,  this  ratio  had  been  reduced 
to  three  one-thousandths  of  1  per  cent,  or  almost  nothing ;  and  in  about  the  saou* 
lieriofl.  which  is  almost  coincident  with  that  of  the  war  and  the  financial  unsettle- 
ment  incident  to  it,  the  resources  of  the  national  banks  under  his  supervision 
have  increased  from  $11,492,453,000  to  $18,553,197,000,  or  by  over  61  per  cent. 

Such  a  record  takes  the  point  oft*  criticism  and  makes  the  man  at  whom  it  is 
directed  the  despair  of  Ids  enemies.  And  this  phrase  exactly  describes  John 
Skelton  Williams.  He  is  the  despair  of  the  enemies  who  fear  his  force  and  recti- 
tude, the  delight  of  the  friends  who  rejoice  In  his  sympathetic  and  unswerving 
loyalty;  a  big,  strong,  human  character  who  hits  hard,  but  never  unfairly,  and  is 
daily  becoming  more  widely  known  to  his  countrymen  as  a  man  whom  they  can 
trust. 

I  shall  also  ask  that  there  be  printed  in  the  record  the  attached 
copy  of  a  letter  which,  under  date  of  July  23,  1919,  was,  I  am 
informed,  sent  by  Mr.  I.  H.  Nakdimen,  president  of  the  City  National 
Bank,  of  Fort  Smith,  Ark.,  to  every  Member  of  Congress.  As  Mr. 
Xakdimen  explains  in  his  letter,  it  was  prepared  and  distributed 
entirely  without  my  knowledge — in  fact,  I  knew  nothing  of  it  until 
about  a  week  or  two  after  it  had  been  sent  out.  I  never  had  the 
pleasure  of  meeting  Mr.  Nakdimen  save  on  one  brief  occasion  when 
he  was  in  Washington  several  years  ago : 

City  National  Bank, 
Fort  Smith,  Ark.,  July  2S,  1919. 

PT.EASE   READ    THIS    LETTER. 

My  Dear  Sir:  Every  puhlic  officer  who  is  trying  to  do  his  duty  should  read 
this  letter  and  say  to  himself,  "Are  we  going  to  allow  a  public  officer  who  tries 
to  do  his  duty  without  fear  or  favor  to  be  abused?" 

I  notice  through  the  press  where  Hon.  John  Skelton  Williams,  the  present 
comptroller,  is  abused,  criticized,  for  what — for  doing  his  duty  without  fear  or 
favor. 

You  may  say  to  yourself,  What  object  have  I  got  in  this  matter?  Why  am 
I  taking  up  this  fight?  Why  am  I  wasting  time  and  money  and  writing  letters 
to  all  the  Senators  and  Congressmen?  That  will  be  the  first  thing  that  comes 
in  your  mind. 

In  answer  to  same  I  wish  to  state  I  have  no  personal  interest  in  John  Skelton 
Williams  except  for  the  good  of  the  national  banks  and  the  people.  I  am  able 
to  spend  a  few  minutes  of  my  time  and  a  few  postage  stamps,  and  I  feel  it  is 
my  duty  to  write  to  every  Senator  and  Congressman  and  give  them  the 
information  that  I  possess  and  have  obtained  during  the  16  years'  time  that 
I  have  been  In  the  banking  business. 

I  have  had  as  many  as  1~>  banks.  I  have  had  national  banks  and  State  banks. 
I  have  been  under  the  supervision  of  bank  examiners,  commissioners.,  and  conu> 
trollers. 
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I  was  under  the  supervision  of  comptrollers  prior  to  John  Skelton  Williams. 
I  have  been  under  his  supervision  ever  since  he  has  been  comptroller.  I  have 
lieen  called  down  by  both.  I  have  done  a  lot  of  things  that  I  should  not  have 
done,  but  in  my  case  it  was  absolute  innocence  and  when  the  comptroller  wrote 
a  letter  and  called  my  attention  to  It  I  was  willing  and  glad  to  obey  his  com- 
mand.   Why — because  it  was  for  the  good  of  the  bank. 

We  have  two  classes  of  bankers.  One  violates  the  law  knowingly  and  will- 
ingly and  the  other  banker  violates  the  law  innocently,  but  John  Skelton  Wil- 
liams makes  them  both  do  the  same — comply  with  the  law. 

There  was  a  time  prior  to  Mr.  Williams  being  comptroller  when  a  banker 
violated  the  law  the  comptroller  wrote  him  a  letter  and  called  his  attention  to 
It.  Sometimes  the  bunker  answered  the  letter  and  sometimes  he  didn't.  If  he 
•did  answer,  his  answer  was  "  I  will  attend  to  it,"  and  that  was  the  last  of  it; 
but  since  John  Skelton  Williams  became  comptroller,  if  he  writes  a  letter  to  a 
"banker  calling  his  attention  to  the  violation  of  the  law,  and  if  the  banker  doesn't 
finswer  within  a  reasonable  time,  he  gets  another  letter  and  calls  his  attention 
again.  If  the  letter  isn't  answered,  Mr.  Williams  wires  him  and  if  the  wire 
■doesn't  do  any  good,  he  sends  a  man  down. 

And  if  the  man  doesn't  do  any  good,  he  puts  the  bank  on  a  special  list.  That 
means  frequent  examinations  and  what  is  the  consequence?  The  banker  begins 
to  get  sore  and  begins  to  curse  and  abuse  John  Skelton  Williams;  especially 
the  banker  who  has  had  his  own  way  for  years  under  the  old  system. 

When  Mr.  Williams  sends  down  a  special  examiner  the  banker  begins  to 
growl  and  grunt.  Why?  Because  Mr.  Williams  wants  him  to  run  a  clean 
bank. 

My  dear  sir,  there  is  more  back  of  the  tight  that  is  made  on  John  Skelton 
Williams  than  I  can  ever  write.  The  good  banker  who  is  willing  to  run  his 
bank  honestly  and  obey  the  law  is  not  against  John  Skelton  Williams.  The 
banker  who  is  against  John  Skelton  Williams  is  the  man  who  has  been  con- 
tinually violating  the  national  banking  law,  and  he  does  not  like  to  be  cor- 
rected. 

Th  banker  who  is  against  the  present  comptroller  is  the  banker  who  has  been 
violating  section  52 — excessive  loans,  allowing  overdrafts,  using  the  bank's 
money  for  his  own  benefit,  loaning  money  to  his  friends  and  relations  to  go  in 
business  and  sharing  the  profits,  and  a  thousand  more  violations. 

The  Riggs  National  Bank  of  your  city  has  been  fighting  the  comptroller  ever 
since  the  comptroller  has  caused  the  Riggs  National  Bank  to  take  its  desk  out 
of  the  comptroller's  office.  The  Riggs  National  Bank  has  no  more  right  to  have 
a  desk  in,  the  comptroller's  office  than  I  have  or  any  other  banker. 

The  object  and  purpose  of  having  the  desk  in  the  comptroller's  office  was 
to  obtain  information  for  the  benefit  of  said  bank,  and  ever  since  the  comp- 
troller caused  them  to  take  the  desk  out  the  tight  began  and  it  has  been  con- 
tinued. 

No  doubt  you  could  get  access  to  the  records  published  by  the  comptroller  in 
regard  to  the  Riggs  National  Bank  and  see  how  they  have  been  violating  the 
law  continually,  and  because  Mr.  Comptroller  insisted  upon  the  Riggs  National 
Bank  to  comply  with  the  law  then  the  fight  began  and  it  has  been  a  continuous 

tight. 

Now  you,  as  a  public  officer,  are  you  willing  to  allow  a  public  officer  to  be 
abused  and  criticized  because  he  is  doing  his  duty?  I  believe  it  is  every  public 
officer's  duty  to  dig  into  this  fight  to  the  bottom  and  especially  in  this  case, 
because  I  am  safe  in  saying  you  will  find  this  is  a  manufactured  fight  for  a 
selfish  purpose. 

Ever  since  the  present  comptroller  began  to  inject  purity  into  the  National 
banking  system,  and  ever  since  he  began  to  pump  the  impurity  out  of  the  Na- 
tional banking  system,  the  bankers  through  some  of  the  bankers'  magazines 
have  been  fighting  him  and  criticising  him. 

I  defy  any  of  those  bankers  who  are  fighting  him  secretly  and  under  cover  to 
-come  before  the  United  States  Senate  or  the  committee  and  tell  what  he  has 
done  to  discredit  the  National  banks. 

John  Skelton  Williams  is  responsible  for  the  condition  the  National  banks 
sire  in  to-day.  He  has  purified  them.  He  has  pumped  all  the  impurity  out  of 
them  by  his  strict  restrictions.  He  was  forced  to  put  the  iron  hand  on  them 
and  make  them  obey  the  law  because  they  were  too  loose  in  their  method  of 
banking.  They  were  spoiled.  They  were  doing  as  they  pleased  and  when  he 
became  comptroller,  no  doubt  he  saw  it.  He  tried  to  do  It  in  as  nice  a  way  as 
lie  could  ftut  they  would  not  let  him  and  in  order  to  accomplish,,  and  in  order 
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to  make  the  banks  comply  with  the  National  banking  law,  he  was  forced  anj 
compelled  to  use  the  iron  hand. 

He  is  responsible  for  the  usurers'  interest  ceasing.  If  you  take  the  bank- 
ers* own  reports,  you  will  find  where  lots  of  bankers  who  report  honestly,  hav<* 
reix>rted  that  they  have  charged  as  high  as  60  and  70  per  cent  and  the  dishon- 
est banker  makes  a  false  report  by  reporting  from  6  to  10  per  cent. 

Take  the  report  that  was  made  to  the  comptroller  prior  to  John   Skelton 
Williams  and  take  the  report  that  is  now  made  during  Mr.  Williams's  adminis- 
tration.    Compare  the  two  reports.     Lay  them  on  your  desk  and  look  at  them. 
Study  the  two  and  see  if  there  is  anything  wrong — if  there  is  anything  a  banker 
could  object  to. 

I  will  admit  there  is  more  work  attached  to  it ;  but  suppose  there  is  an  hour's 
more  work.  Why  should  a  banker  refuse  to  give  all  the  details  about  his  bank 
if  he  is  a  good,  honest,  conscientious  banker? 

You  remember  as  well  as  I  do  the  fight  the  bankers  made  on  the  Federal 
reserve  banks.  You  know  the  tight  they  made  on  the  postal  savings.  You 
know  the  fight  they  have  made  on  every  bill  that  has  ever  passed  in  connection 
with  a  bank. 

Some  of  the  bankers  even  went  as  far  and  said  if  the  Federal  reserve  bank 
act  was  passed  that  they  would  get  out  of  the  national  banking  system.  They 
would  denationalize — a  great  big  bluff  as  usual. 

Suppose  we  didn't  have  the  Federal  reserve  bank.  Where  would  this  coun- 
try have  been  during  the  war?  The  people  of  this  country  do  not  realize  and 
do  not  appreciate  what  a  great  salvation,  what  a  great  saving,  and  what  abso- 
lutely saved  the  country  and  that  is  the  Federal  reserve  bank. 

Every  man  ought  to  have  the  name  of  the  Federal  reservv  bank  upon  his 
door. 

Only  a  few  months  ago  the  Union  Service  Co.,  of  your  city,  :it  816  Fifteenth 
street  NW.,  issued  a  letter  and  mailed  it  to  every  banker  in  the  United 
States,  criticizing  and  abusing  the  present  comptroller.  Why — what  have  they 
go  to  do  with  it V  Why  are  they  spending  money  for  stationery,  printing,  and 
IM>stage?     Are  they  a  good  Samaritan? 

Don't  you  know  that  some  banker  is  back  of  it?  Some  of  the  bnnkers  who 
haven't  got  the  nerve  and  who  haven't  got  the  manhood  to  come  out  under 
their  own  signature,  get  a  tool  like  the  Union  Service  or  some  other  publication. 

I  believe  the  Senate  ought  to  demand  of  each  banker  who  is  opt>oscd  to  the 
present  comptroller  to  appear  before  the  committee  and  give  his  reason  in 
peerson  and  not  abus  a  public  officer  who  is  trying  to  do  his  duty  without  fear 
<r  favor  and  be  abused  by  a  paid  publication. 

I  herewith  inclose  copy  of  letter  that  I  have  written  to  the  Union  Service  Co. 

Also  inclosed  find  copy  of  letter  that  I  have  written  to  Mr.  Cousins,  editor  of 
the  American  Banker,  of  New  York,  who  has  taken  a  delight  to  "  slip  it  in  "  occa- 
sionally to  Mr.  Comptroller  through  the  influence  of  some  irresponsible  and 
unreliable  bankers  who  no  doubt  have  been  continually  violating  the  law  and 
desire  to  continue  to  violate  the  law  and  because  they  can  not  continue  to  ruu 
their  banks  to  suit  themselves. 

Some  of  the  naional  bankers  were  not  satisfied  with  getting  paid  publications 
to  criticize  and  abuse  Mr.  Williams,  but  they  secured  a  State  banker,  Mr.  Snbiu, 
of  New  York,  and  he  became  indignant  about  the  comptroller  and  made  a  public 
speech  criticizing  him.  Mr.  Sabin  is  president  of  a  large  bank,  and  I  believe 
he  has  all  he  can  do  to  take  care  of  his  own  institution  without  butting-in  on 
the  national  system. 

It  is  amusing  to  read  the  wicked,  the  unjustifiable,  and  the  most  ridiculous 
fight  that  is  made  by  Mr.  McFadden,  Representative  of  Pennsylvania,  and  also 
president  of  a  national  bank,  because  the  comptroller  causes  him  to  run  his 
bank  in  compliance  with  the  national  banking  law. 

I  notice  in  some  paper  where  Mr.  McFadden's  bank  was  criticized  by  the 
comptroller  prior  to  Mr.  Williams's  administration  and  has  been  criticized  ever 
since  Mr.  Williams  has  been  in  office.  Now  why  don't  Mr.  McFadden  comply 
with  the  national  banking  law  like  all  the  other  bankers  and  cease  growling? 
There  isn't  but  one  way  to  run  a  bank  and  that  is  comply  with  the  law.  and 
that  is  all  the  present  comptroller  demands  from  the  banks. 

The  comptroller  has  made  a  remarkable  record  during  the  time  of  his  ad- 
ministration. The  last  record  shows  that  in  18  months  there  weren't  but  two 
little  bank  failures  out  of  8,000.  A  public  officer  who  makes  a  record  of  tins 
kind  ought  to  be  commended  and  ought  to  be  noticed,  and  he  ought  to  Im? 
protected  and* defended  by  his  fellow  public  officers. 
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In  order  for  the  United  States  Senate  to  be  satisfied  that  the  criticism  made 
by  the  bankers  against  the  comptroller  is  just  or  fair,  subpoena  these  bankers 
before  the  Senate  committee  personally  and  let  them  give  their  reasons  and 
let  them  make  their  objections.  I  doubt  if  you  can  find  a  half  dozen  out  of 
8,000  bankers. 

In  my  opinion,  I  believe  it  is  the  duty  of  every  Senator  to  see  that  these 
unjust  charges  against  a  public  officer  cease,  and  these  bankers  should  be 
punished  for  airing  out  false  charges  for  the  purpose  of  discredit  when  they 
know  there  are  no  grounds  for  the  false  charges. 

I  wish  to  state  that  this  letter  is  written  without  the  knowledge  or  consent 
of  John  Skelton  Williams,  either  directly  or  Indirectly. 
Yours,  very  truly, 

I.  H.  Nakdimen 


City  National  Bank, 
Fort  Smith,  Ark.,  February  19,  1919. 
Mr.  Wilfked  S.  Cousins, 

Editor  American  Banker,  67  Pearl  Street,  New  York,  N.  Y. 

My  Dear  Mr.  Cousins:  No  doubt  when  you  get  this  letter  you  will  say  to 
yourself,  "  There's  the  same  old  crank  coming  back  at  me."  But  after  you 
read  it  I  want  you  to  take  another  thought  and  say  to  yourself,  "  No ;  he  is  not 
a  crank." 

I  want  you  to  read  the  copy  of  the  letter  that  I  herewith  inclose  that  I  have 
written  to  Congressman  Wingo,  and  also  copy  of  the  letter  I  have  written  to 
the  Union  Service  Co.  at  Washington,  then  I  want  you  to  read  a  copy  of  the 
editorial  appearing  in  your  magazine  of  February  3,  on  page  216,  from  the 
Philadelphia  Press,  and  also  in  your  magazine  of  February  10,  copied  from 
the  Financier. 

Both  articles  are  absolutely  unjustifiable  and  untrue,  and  it  was  written  and 
published  for  a  purpose.  Not  for  a  purpose  for  the  good  of  the  banks  or  the 
country.  It  was  done  for  no  other  purpose  except  to  discredit  Hon.  John  Skelton 
Williams  and  discredit  the  good  national  banks  of  America  and  to  injure  the 
banking  system  of  this  country. 

I  believe  that  I  have  written  you  before  and  expressed  the  good  that  Hon. 
John  Skelton  Williams  has  done  ever  since  he  has  been  in  office  for  the  good 
hanks.  In  my  opinion  he  is  a  genius.  He  has  done  more  for  the  banking 
fraternity  than  all  the  comptrollers  have  done  for  30  years  prior  to  his  taking 
charge. 

He  has  purified  the  banking  system.  He  has  eliminated  the  bank  grafter.  He 
Wis  caused  the  stockholders  of  the  national  banks  to  get  what  Is  coming  to  them. 
He  is  the  cause  of  the  banks  loaning  money  at  a  legal  rate  of  interest.  He  is 
the  cause  of  the  national  bankers  being  in  such  good  shape  that  there  was  not  a 
failure  in  eight  months. 

He  is  a  credit  to  the  National  Government  and  to  the  national  banking  sys- 
tem. He  has  shown  no  preference.  He  has  treated  the  little  banker  and  the 
big  banker  alike.  He  makes  the  big  banker  comply  with  the  law  the  same  as  he 
does  the  little  banker.  He  has  no  pets,  no  favors,  and  no  desks  in  his  office  from 
some  of  the  big  bankers  in  New  York,  where  they  could  obtain  special  informa- 
tion or  privileges. 

He  may  make  some  mistakes,  but  it  will  be  no  more  than  any  human  will  do. 

I  want  to  impress  upon  your  mind  one  thing,  and  I  am  saying  this  without  any 
hesitation,  that  Hon.  John  Skelton  William's  has  done  more  good  for  the  banks 
and  for  the  people  than  any  comptroller  we  have  ever  had,  and  I,  as  a  banker, 
knowing  what  he  has  done,  feel  that  it  is  a  disgrace  to  any  newspaper  or  any 
magazine  to  publish  an  article  against  him  without  investigating  the  facts  of  it. 

It  will  be  a  calamity  to  the  country  if  the  comptroller's  office  were  to  be 
abolished  and  leave  it  to  the  Federal  reserve  bank  to  look  after.  The  Federal 
reserve  bank  should  be  under  the  supervision  of  the  comptroller  the  same  as  any 
other  bank,  because  they  are  doing  the  same  kind  of  business  that  the  bank  does. 

Abolishing  the  comptroller's  office  and  putting  the  Federal  reserve  bank  in 
charge  will  be  the  same  as  you  selecting  one  bank  in  a  town  to  supervise  over 
his  competitive  banks. 

It  is  an  absolute  joke  for  anyone  to  criticize  and  try  to  abolish  the  comp- 
troller's office.    Who  ever  attempts  to  write  an  article  or  si>cnk  on  the  subject, 
they  ought  to  take  a  lesson  in  banking  and  find  out.     Then  they  will  become 
convinced  that  it  is  a  joke  to  discuss  abolishing  the  cornet  roller's  office. 
Yours,  truly, 

I.  H.  Nakdimen,  President. 
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City  National  Bank, 
Fort  Smith,  Ark.,  February  19,  1919. 
Union  Service  Co., 

816  Fifteenth  Street  .VII'.,  Washington,  D.  C. 

Gentlemen  :  Your  circular  letter,  no  doubt  sent  to  every  bank  in  the  United 
States,  dated  February  15,  received. 

Why  do  you  take  such  an  interest  in  the  opposition  of  Hon.  John  Skelton 
Williams?  Why  do  you  take  such  an  interest  in  trying  to  abolish  the  comp- 
troller's office?    What  do  you  know  about  what  the  office  is  doing  for  the  banks? 

Why  are  you  spending  so  much  money?  Who  is  paying  you  for  it,  or  are  you 
doing  it  for  the  good  and  benefit  of  the  banks,  or  are  you  doing  it  because  yon 
«re  paid  for  it? 

Do  you  know  that  you  are  making  statements  in  your  letter  that  are  ab- 
solutely untrue,  absolutely  without  any  foundation  whatever?  Don't  you  know 
that  everybody  who  reads  your  letter  knows  that  you  have  a  motive  in  it  and 
you  are  not  doing  it  for  the  good  cause  and  everybody  knows  what  that 
motive  is? 

Otherwise  why  should  you  issue  these  letters,  pay  for  the  paper,  pay  for  the 
printing,  pay  for  the  envelopes,  and  pay  for  the  stamps?  Don't  you  know  that 
we  know  it  costs  money  to  do  this? 

Why  are  you  doing  it?  For  a  good  cause?  Tou  are  an  awful  good  Samaritan, 
aren't  you?  Have  you  ever  done  anything  before  in  behalf  of  the  banks?  If 
you  have,  what  is  it? 

Being  a  banker  for  18  years,  having  both  State  and  national  banks,  I  believe 
I  am  in  a  better  position  to  know  and  to  pass  an  opinion  on  the  advantages 
and  disadvantages  of  the  comptroller's  office,  and  I  want  to  tell  you  for  your 
own  benefit  that  the  comptroller's  office  and  Hon.  John  Skelton  Williams  have 
done  more  to  purify  the  national  banking  system  under  his  management  than 
there  has  been  done  in  30  years  prior  to  his  taking  charge. 

He  is  one  man  that  the  little  banker  admires  and  the  big  banker  who  is 
willing  to  be  honest  admires,  because  John  Skelton  Williams  does  not  show  any 
preference.  Big  or  little,  he  treats  them  all  alike.  He  makes  them  all  comply 
with  the  law. 

There  are  no  favors  or  pets  or  no  desks  of  the  big  bankers  in  his  office  to 
receive  any  special  privileges  like  there  has  been  in  the  past. 

Tell  your  president,  Mr.  George  H.  Gall,  that  you  are  on  the  wrong  track  and 
jrou  better  get  off  and  get  off  quick.  You  are  on  the  wrong  side  and  you  better 
get  on  the  right.  I  believe  you  could  get  right  if  you  want  to  be  fair  to  the 
bankers. 

You  go  and  see  the  comptroller  and  talk  to  him  and  get  his  side  of  the  story 
and  then  compare  It  with  the  bunch  who  are  supposed  to  be  putting  up  the 
money  for  you  to  get  out  this  letter  and  see  who  is  right  and  who  is  wrong. 

You  tell  them  they  can  not  get  away  with  that  kind  of  dope.  They  can 
not  get  away  with  playing  the  game  unfair. 

For  your  own  good  and  for  your  own  reputation  you  better  get  the  real 
sentiment  of  the  real  bankers  who  are  inclined  to  be  fair  and  who  are  inclined 
to  run  a  bank  honestly.  That  banker  is  not  In  opposition  to  the  comptroller's 
office  or  Hon.  John  Skelton  Williams.  The  only  banker  who  is  against  Hon. 
John  Skelton  Williams  Is  the  selfish  one  and  the  one  who  has  been  putting 
more  In  his  own  pocket  than  he  Is  glvlm?  to  the  stockholders. 
Yours,  truly, 

I.  H.  Nakdimen,  President. 

I  also  ask  that  there  be  inserted  in  the  record  the  attached  copy  of 

a  letter  which  I  addressed  to  Chairman  Piatt  of  the  Banking  and 

Currency  Committee  of  the  House  of  Representatives  on  June  17, 

1919,  which  is  self-explanatory. 

Treasury  Department, 

Washington,  June  17,  J 9 19. 
Hon.  Edmund  P14ATT, 

Chairman  Banking  and  Currency  Committee, 

House  of  Representatives,  Washington.  D.  C. 

My  Dear  Sir:  I  have  your  letter  of  the  12th  Instant,  advising  me  that  you 
have  received  recently  "  a  number  of  copies  of  the  joint  resolution  from  the 
Legislature  of  California  with  regard  to  banks  in  Riverside  and  Santa  Rosa, 
in  that  State,  where,  according  to  the  resolution,  '  these  failures  have  been 
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brought  about  by  the  Inadequate  examination  of  the  national  banks  under  the 
existing  law/  "  etc. 

Your  comment  that  this  "  must  have  been  an  exaggeration,  for  failures  cer- 
tainly can  not  be  said  to  have  been  brought  about  in  any  case  by  inadequate 
examination,  as  all  examinations  can  do  is  to  serve  warning,  and  when  condi- 
tions are  not  too  bad  to  prevent  failures  already  impending  "  is,  of  course,  abso- 
lutely correct 

The  joint  resolution  of  the  Legislature  of  California  to  which  you  refer  is 
an  extraordinary  document  and  seems  either  to  have  been  passed  carelessly 
as  the  result  of  a  strange  ignorance  of  facts  and  to  have  been  based  upon  sup- 
posed conditions  which  do  not  exist,  or  else  the  legislature  was  deceived  and 
misled  by  some  enemy  of  the  administration  or  of  this  office. 

The  Senate  joint  resolution  bears  date  of  March  20,  1919,  and  I  quote  it  as 
follows : 

"  SENATE  JOINT  RESOLUTION  NO.   11,  BY   SENATORS  SLATER  AND  EVANS,  RELATIVE  TO 
MORE  STRICT  EXAMINATION  OF  NATIONAL  BANKS  BY  THE  FEDERAL  GOVERNMENT. 

44  Whereas  failures  among  national  banks  of  the  United  States  have  been  the 
cause  of  great  suffering  among  innocent  depositors  and  stockholders  and 
in  some  cases  have  been  brought  about  by  the  Inadequate  examination  of 
national  banks  under  the  existing  laws  of  the  United  States,  as  recently 
illustrated  in  the  cities  of  Riverside  and  Santa  Rosa,  in  the  State  of  Cali- 
fornia ;  and 

41  Whereas  it  Is  apparent  that  more  careful  examination  of  national  banks  is  re- 
quired :  Now,  therefore,  be  it 

*'  Resolved  by  the  senate  and  assembly,  jointly,  That  the  Legislature  of  the 
State  of  California  hereby  memorializes  Congress  to  provide  for  proper  legisla- 
tion for  the  more  strict  examination  of  national  banks  within  the  United  States ; 
and  be  it  further 

"  Resolved,  That  our  Senators  and  Representatives  in  Congress  be,  and  they 
hereby  are,  requested  to  take  such  steps  as  may  be  necessary  to  institute  such 
legislation;  and  be  it  further 

"  Resolved,  That  the  secretary  of  the  senate  be,  and  he  hereby  is,  directed  to 
forward  copies  of  these  resolutions  to  the  honorable  Secretary  of  the  Treasury, 
the  President  of  the  Senate  of  the  United  States,  the  Speaker  of  the  House  of 
Representatives,  and  each  of  California's  Senators  and  Representatives  in 
Congress." 

The  declaration  in  the  resolution  that  "it  is  apparent  that  more  careful 
examination  of  national  banks  is  required  "  is  not  supported  by  the  facts.  On 
the  contrary,  the  records  indicate  clearly  that  the  examinations  of  national 
banks  now  made  under  this  administration  are  the  most  careful,  the  most 
thorough,  and  the  most  efficient  in  the  history  of  the  national  banking  system. 
This  is  the  first  complaint,  as  far  as  I  recall,  that  this  office  has  received  during 
the  five  years  of  my  administration  as  comptroller  suggesting  that  the  examina- 
tions now  being  made  were  either  not  careful  or  not  sufficiently  rigid. 

Because  of  the  conspicuously  high  efficiency  of  the  bank  examinations  made 
under  supervision  of  this  bureau -some  of  the  clearing-house  associations  about 
the  country  have  decided  to  abolish  the  position  of  clearing-house  examiners 
formerly  maintained.  It  is  also  noteworthy  that  the  very  first  clearing-house 
association  to  do  away  with  the  clearing-house  examiner  on  this  account  was 
the  Clearing  House  Association  of  San  Francisco.  Within  the  past  few  days  a 
leading  banker  from  another  important  city  In  the  Central  West  called  at  this 
office  and,  commending  in  strong  terms  the  efficiency  of  national-bank  examina- 
tions as  now  conducted,  incidentally  mentioned  that  the  clearing-house  associa- 
tion of  his  city  had  also  done  away  with  its  clearing-house  examiner,  because  of 
the  excellent  work  now  done  by  national-bank  examiners. 

The  thoroughness  of  national-bank  examinations,  and  the  policy  of  this  office 
in  enforcing  the  observance  of  law  on  the  part  of  national  banks  are  being 
clearly  reflected  in  the  increasing  immunity  from  bank  failures  as  shown  by 
official  records.  The  time  of  the  greatest  financial  strain  to  which  this  country 
has  ever  been  subjected  has  probably  been  the  past  two  years  and  three  months 
of  President  Wilson's  second  administration,  which  Includes  the  entire  period 
of  our  war  with  Germany — 19  months,  and  8  months  of  reconstruction  and 
readjustment;  and  yet  the  records  show  that  the  national-bank  failures  per 
year  for  each  1,000  national  banks  in  operation  was  sixteen  times  as  great  in 
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his  unqualified  approval  and  commendation  of  the  administration  of  the  comp- 
troller's office. 

In  conclusion,  I  think  it  may  Interest  you  to  know,  in  connection  with  the 
growth  and  development  of  the  national  banking  system,  that  from  November  1, 
1914.  to  June  1,  1919,  this  office  has  received  2,011  applications  for  new  national- 
bank  charters  (including  293  State  banks  nationalizing),  for  extensions  of 
charters  and  for  i^rmission  to  increase  the  capital  of  existing  banks,  while 
the  total  number  of  voluntary  liquidations  (exclusive  of  consolidations  with 
other  national  banks)  ami  applications  for  reduction  of  capital,  have  aggre- 
gated only  373  for  the  same  period. 
Faithfully,  yours, 

John  Skelton  Williams,  Comptroller. 


EXTRACT  FROM  THE  REVORT8  OF  NATIONAL-PANIC  EXAMINERS  TO  THE  COMPHtOLLER  OF 
THE  CITRRENCY  RELATIVE  TO  THE  FAILURE  IN  SEPTEMBER,  101ft.  OF  THE  SANTA  R08A 
NATIONAL  RANK,   8ANTA   ROSA,   CALIF. 

>» 

The  successful  concealment  during  a  long  period  of  the  true  condition  of  this 
bank  can  be  directly  ascribed  to  the  fact  that  most  of  the  officers  and  employees 
had  knowledge,  more  or  less  complete,  of  the  irregularities,  and  in  their  re- 
spective spheres  aided  in  the  concealment.  They  were  participants  in  a  sys- 
tematic and  effective  conspiracy  of  remarkable  completeness.     *     •     • 

This  bank  was  strictly  a  *'  family  "  bank,  with  the  complement  of  "  dummy  " 
directors,  which  usually  are  a  part  of  the  equipment  of  such  banks.  There  ap- 
pears never  to  have  been,  at  least  not  within  recent  years,  a  director  of  inde- 
pendent strength  on  the  board.  *  *  *  The  cashier.  Prank  A.  Brush,  and 
Other  members  of  the  Brush  family,  not  only  owned  most  of  the  stock,  but  con- 
stituted a  majority  of  the  directors  and  absolutely  dominated  the  management 
under  the  immediate  direction  of  the  cashier.    *    *    * 

The  method  of  covering  the  various  defalcations  is  set  forth  in  great  detail 
by  the  examiner  in  his  report.  The  concealment  was  had  by  removing  sheets 
from  the  commercial  individual  ledgers  and  cards  from  the  savings  and  indi- 
vidual ledgers  the  aggregate  balances  of  which  equaled  the  amount  of  the 
difference  which  it  was  desired  to  conceal.  Between  examinations  all  individual 
ledger  sheets  were  kept  in  their  proper  places  in  the  ledgers.  When  it  was 
learned  that  an  examiner  had  arrived  the  individual  ledger  sheets  of  the  desired 
aggregate  were  hurriedly  removed  and  locked  in  a  safe-deposit  box,  where  they 
remained  during  the  examination.  Trial  balances  run  by  the  examiners,  there- 
fore, would  agree  with  the  general  ledger  control' ing  accounts. 

To  take  care  of  checks  deposited  while  the  ledger  sheets  were  out,  four  fictitious 
accounts  were  opened  in  which  were  deposited  the  aggregate  of  the  checks  re- 
ceived for  credit  in  the  missing  accounts. 

Summarizing  the  situation  with  reference  to  the  failure  of  the  Santa  Rosa 
National  Bank,  it  can  be  said  that  the  failure  was  caused  by  the  systematic 
and  cleverly  concealed  series,  of  defalcations  over  a  period  of  years,  which  even 
an  audit  of  the  bank  would  probably  have  failed  to  disclose  If  the  officers  and 
clerks  in  the  bank  had  had  the  opportunity  in  advance  of  removing  the  indi- 
vidual ledger  sheets,  as  the  total  balances  shown  by  the  Individual  ledgers  agree 
with  the  total  shown  by  the  general  ledger,  which  is  the  controlling  account  of 
the  bank.  Unless,  therefore,  each  individual  account  were  audited  and  the 
deposit  slips  and  checks  carefully  checked,  there  would  be  nothing  to  disclose 
a  shortage  in  the  deposit  account  Even  the  matter  of  calling  in  the  pass 
books  of  the  various  depositors  would  have  failed  to  disclose  the  shortage,  as 
the  auditor  would  necessarily  have  called  for  only  such  pass  books  of  indi- 
viduals as  were  shown  by  the  individual  ledgers  to  have  had  accounts  with 
the  bank. 

With  reference  to  the  forgeries  where  these  forgeries  were  placed  with  cor- 
respondent bank,  as  was  the  practice  in  this  bank,  and  where  these  notes  were 
paid  at  maturity  out  of  the  bank's  funds,  there  is  no  method  by  which  the 
examiner  could  detect  such  forgeries. 

In  connection  with  this  failure  it  should  be  borne  in  mind  that  the  Union 
Savings  Bank,  a  State  institution  subject  to  State  examination,  occuped  the 
same  office  and  had  the  same  officers  as  the  Santa  Rosa  National  Bank.  This 
institution  was  closed  by  the  State  authorities  the  same  time  that  the  national 
bank  was  closed.  The  method  of  concealment  was  identical  in  both  cases  ac- 
cording to  Examiner  Thompson's  report. 
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the  25  years  prior  to  March,  1917,  as  daring  the  past  27  months  of  war  six] 
reconstruction. 

So  much  for  the  record  of  national  banks  throughout  the  country  generally. 

Now,  as  to  the  State  of  California.  The  records  show  that  for  more  than  10 
years  past  there  has  been  only  one  national  bank  failure  in  California. 

And  in  the  past  24  years  there  have  only  been  three  national  bank  failures 
in  California,  to  wit: 

(1)  The  Orange  Growers'  National  Bank,  of  Riverside,  Calif.,  which  failed 
in  March,  1004,  and  paid  its  depositors  100  cents  on  the  dollar  on  the  principal 
of  their  deposits ; 

(2)  The  Oakland  National  Bank,  which  failed  in  April,  1909,  and  paid  its 
depositors  100  cents  on  the  dollar  on  principal,  together  with  interest  on  deposit* 
(except  certain  cases  where  Interest  was  waived) ;  and 

(3)  The  Santa  Rosa  National  Bank,  of  Santa  Rosa,  Calif.,  which  failed  in 
September  last  and  which  is  still  being  liquidated.  The  cashier  of  this  latter 
bank  has  already  been  sentenced  to  the  penitentiary  for  deception  and  embez- 
zlement. 

(As  to  the  circumstances  under  which  the  national-bank  examiner  found  it 
necessary  to  require  the  closing  of  the  Santa  Rosa  National  Bank — at  the  time 
the  Santa  Rosa  Savings  Bank,  under  the  same  management,  was  closed — I  invite 
your  attention  to  the  inclosed  extracts  from  the  report  of  the  national-bank 
examiners  relative  to  the  methods  by  which  the  officers  of  the  bank  managed  to 
hide  their  crookedness  and  conceal  the  true  condition  of  the  bank  from 
examiners,  both  State  and  national.) 

The  Santa  Rosa  National  Bank,  which  failed  in  California  in  September,  1918, 
was  the  only  national  bank  in  the  entire  United  States  to  fail  in  the  year  1918. 

It  is  clear  that  despite  the  resolutions  passed  by  the  California  Legislature 
declaring  that  the  failures  among  national  banks  "  have  been  the  cause  of  great 
suffering  among  innocent  depositors  and  stockholders,"  the  records  show  that 
the  three  national  banks  which  have  failed  in  California  in  the  past  24  years, 
two  of  them  paid  their  depositors  In  full  and  the  third,  and  last  one,  which 
failed  in  September  last,  is  still  in  process  of  liquidation. 

Now  let  us  look  at  the  showing  of  the  banks  under  State  supervision,  as  to 
which  these  resolutions  are  silent.  As  compared  with  the  failure  of  only  one 
national  bank  in  California  for  more  than  10  years  past,  or  two  in  more  than 
15  years  (one  of  which  paid  depositors  in  full),  I  direct  your  attention  to  the 
official  figures  which  show  in  California  since  January  1,  1908,  10  failures 
of  banking  institutions  other  than  national,  including  a  savings  bank,  which 
failed  In  Santa  Rosa  at  the  time  that  the  only  national  bank  which  has  failed 
in  California  in  over  10  years  closed  its  doors. 

The  records  further  show  that  since  the  inauguration  of  the  national  banking 
system  in  1803  there  have  been  at  least  four  times  as  many  failures  of  banks 
other  than  national  as  there  have  been  of  national  banks  in  California. 

(About  40  per  cent  of  the  banking  Institutions  in  California  at  this  time  art* 
national  banks,  the  remainder  State  bauks,  trust  companies,  and  private  banks. ) 
It  is  not  my  purpose  in  making  these  comparisons  to  be  understood  as  criti- 
cizing the  methods  of  work  of  the  banking  department  of  California.  As  a 
matter  of  fact  the  work  of  that  department  is  entitled  to  high  commendation, 
for,  although  the  proportion  of  failures  of  State  banks  in  California  has  been 
high  as  compared  with  the  failures  of  national  banks,  California's  record 
compared  with  various  other  States  is  exceedingly  favorable  and  reflects  credit 
upon  the  supervising  authorities.  Furthermore,  it  is  a  pleasure  to  bear  testi- 
mony to  the  cooperation  and  cordian  relations  existing  between  the  State 
banking  authorities  of  California  and  the  bureau  of  the  Comptroller  of  the 
Currency. 

May  1  venture  to  add  that  the  very  day  I  received  your  letter  of  12th  instant, 
a  former  Member  of  Congress  from  the  West,  a  Republican,  called  at  this  office 

to  say  that  lie  had  originally  been  n|i| |  |M  inn  md  Jnul  been  critical  of  niy 

methods  and  policies,  but  that  he  now  desired  toexpr^SL.8^011^  amJ  un" 
equivocally  his  commendation  of  the  work  of  this  office  andor  £ne  resu,fs  which 
are  being  obtained  under  its  present  administration.  He  coinmSh^  upon  ^e 
greatly  reduced  mortality  among  national  banks,  and  the  increased  ^^  °* 
depositors,  and  also  upon  the  improved  status  which  national-band  sha£?8  now 
have  from  the  standpoint  of  collateral  or  as  investment,  and  mentioned^*181* 
the  stock  of  one  national  bank  in  the  West  in  which  he  was  largely  interesr** 
had  doubled  in  value  in  the  past  few  years.  He  generously  declared  thnr 
although  he  did  not  agree  with  me  politically,  he  thought  it  only  Ju«t  to  nva\v 


NOMINATION  OF  JOHN  SKELTON  WIIXIAMR.  1009 

his  unqualified  approval  and  commendation  of  the  administration  of  the  comp- 
troller's office. 

In  conclusion,  I  think  it  may  interest  you  to  know,  in  connection  with  the 
growth  and  development  of  the  national  banking  system,  that  from  November  1, 
1914,  to  June  1, 1919,  this  office  has  received  2,011  applications  for  new  national- 
bank  charters  (including  293  State  banks  nationalizing),  for  extensions  of 
charters  and  for  permission  to  increase  the  capital  of  existing  banks,  while 
the  total  number  of  voluntary  liquidations  (exclusive  of  consolidations  with 
other  national  banks)  ami  applications  for  reduction  of  capital,  have  aggre- 
gated only  373  for  the  same  period. 
Faithfully,  yours, 

John  Skelton  Williams,  Comptroller. 


EXTRACT  FROM  THE  REPORTS  OF  NATIONAL-PAN K  EXAMINERS  TO  THE  COMPTROLLER  OF 
THE  CITRRENCY  RELATIVE  TO  THE  FAILURE  IN  SEPTEMBER,  101$.  OF  THE  SANTA  R08A 
NATIONAL  RANK,   SANTA   ROSA,   CALIF. 

The  successful  concealment  during  a  long  period  of  the  true  condition  of  this 
bank  can  be  directly  ascribed  to  the  fact  that  most  of  the  officers  and  employees 
had  knowledge,  more  or  less  complete,  of  the  irregularities,  and  in  their  re- 
spective spheres  aided  in  the  concealment.  They  were  participants  in  a  sys- 
tematic and  effective  conspiracy  of  remarkable  completeness.  .  *     *     * 

Tliis  bank  was  strictly  a  "  family  "  bank,  with  the  complement  of  "  dummy  " 
directors,  which  usually  are  a  part  of  the  equipment  of  such  banks.  There  ap- 
pears never  to  have  been,  at  least  not  within  recent  years,  a  director  of  Inde- 
pendent strength  on  the  board.  *  *  *  The  cashier.  Prank  A.  Brush,  and 
other  members  of  the  Brush  family,  not  on'y  owned  most  of  the  stock,  but  con- 
stituted a  majority  of  the  directors  and  absolutely  dominated  the  management 
under  the  immediate  direction  of  the  cashier.    *    •    • 

The  method  of  covering  the  various  defalcations  is  set  forth  in  great  detail 
by  the  examiner  in  his  report.  The  concealment  was  had  by  removing  sheets 
from  the  commercial  individual  ledgers  and  cards  from  the  savings  and  indi- 
vidual ledgers  the  aggregate  balances  of  which  equaled  the  amount  of  the 
difference  which  it  was  desired  to  conceal.  Between  examinations  all  individual 
ledger  sheets  were  kept  in  their  proper  places  in  the  ledgers.  When  it  was 
learned  that  an  examiner  had  arrived  the  individual  ledger  sheets  of  the  desired 
aggregate  were  hurriedly  removed  and  locked  in  a  safe-deposit  box,  where  they 
remained  during  the  examination.  Trial  balances  run  by  the  examiners,  there- 
fore, would  agree  with  the  general  ledger  control'  ing  accounts. 

To  take  care  of  checks  deposited  while  the  ledger  sheets  were  out,  four  fictitious 
accounts  were  opened  in  which  were  deposited  the  aggregate  of  the  checks  re- 
ceived for  credit  in  the  missing  accounts. 

Summarizing  the  situation  with  reference  to  the  failure  of  the  Santa  Rosa 
National  Bank,  it  can  be  said  that  the  failure  was  caused  by  the  systematic 
and  cleverly  concealed  series,  of  defalcations  over  a  period  of  years,  which  even 
an  audit  of  the  bank  would  probably  have  failed  to  disclose  if  the  officers  and 
clerks  in  the  bank  had  had  the  opportunity  in  advance  of  removing  the  indi- 
vidual ledger  sheets,  as  the  total  balances  shown  by  the  individual  ledgers  agree 
with  the  total  shown  by  the  general  ledger,  which  is  the  controlling  account  of 
the  bank.  Unless,  therefore,  each  Individual  account  were  audited  and  the 
deposit  slips  and  checks  carefully  checked,  there  would  be  nothing  to  disclose 
a  shortage  in  the  deposit  account  Even  the  matter  of  calling  in  the  pass 
books  of  the  various  depositors  would  have  failed  to  disclose  the  shortage,  as 
the  auditor  would  necessarily  have  called  for  only  such  pass  books  of  indi- 
viduals as  were  shown  by  the  individual  ledgers  to  have  had  accounts  with 
the  bank. 

With  reference  to  the  forgeries  where  these  forgeries  were  placed  with  cor- 
respondent bank,  as  was  the  practice  in  this  bank,  and  where  these  notes  were 
paid  at  maturity  out  of  the  bank's  funds,  there  is  no  method  by  which  the 
examiner  could  detect  such  forgeries. 

In  connection  with  this  failure  it  should  be  borne  in  mind  that  the  Union 
Savings  Bank,  a  State  institution  subject  to  State  examination,  occuped  the 
same  office  and  had  the  same  officers  as  the  Santa  Rosa  National  Bank.  This 
institution  was  closed  by  the  State  authorities  the  same  time  that  the  national 
bank  was  closed.  The  method  of  concealment  was  identical  in  both  cases  ac- 
cording to  Examiner  Thompson's  report. 
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As  can  be  seen  from  the  above,  it  was  almost  Impossible  for  either  the  State 
or  National  examiner  to  discover  the  defalcations  unless  there  should  have  been 
a  break  in  the  ranks  of  the  conspirators. 


House  of  Representatives, 
Committee  on  Banking  and  Currency, 

Washington,  June  12,  1919. 

The  Comptroller  of  the  Currency, 

Treasury  Department,  Washington,  D.  C. 

My  Dear  Mr.  Williams  :  I  have  yours  of  the  10th  inclosing;  circular  of  June 
9  with  regard  to  the  gratifying  increase  in  the  number  of  applications  for  new 
national-bank  charters,  etc.  This  certainly  shows  the  general  soundness  and 
prosperity  of  banking,  and  I  am  frankly  of  the  opinion  that  the  efforts  of 
yourself  as  comptroller,  to  hold  the  banks  of  the  country  more  strictly  to 
observance  of  the  law,  has  had  a  salutary  effect  in  keeping  down  the  number 
of  failures. 

In  view  of  the  very  small  number  of  failures  that  have  taken  place  within 
the  past  few  years,  I  have  been  surprised  to  receive  recently  a  number  of 
copies  of  the  joint  resolution  from  the  legislature  of  California  with  regard 
to  banks  in  Riverside  and  Santa  Rosa  in  that  State,  where,  according  to  the 
resolution,  these  failures  "  have  been  brought  about  by  the  Inadequate  exami- 
nation of  the  national  banks  under  the  existing  law/*  etc. 

Of  course  that  must  be  an  exaggeration,  for  failures  certainly  can  not  be 
said  to  have  been  brought  about  in  any  case  by  inadequate  examination,  as 
all  examinations  can  do  Is  to  serve  warning  and  when  conditions  are  not  too 
bad  to  prevent  failures  already  impending. 

I  do  not  remember  to  have  seen  anything  beyond  a  short  newspaiier  item 
with  regard  to  these  California  banks,  and  am  entirely  in  the  dark  as  to  the 
reasons  for  the  joint  resolution  referred  to. 
Very  truly,  yours, 

Edmund  Platt. 

I  request  that  the  record  include  the  attached  copy  of  a  letter  which 
I  addressed  on  June  27,  1919,  to  Mr.  F.  W.  Hyde,  secretary  of  the 
national  bank  section  of  the  American  Bankers9  Association,  and  also 
a  copy  of  Secretary  Hyde's  reply  to  my  communication,  dated  July 
1, 1919.    These  letters  are  self-explanatory. 

Treasury  Department, 
Washington,  June  97, 1919. 
F.  W.  Hyde,  Esq., 

Secretary  National  Bank  Section, 

American  Bankers*  Association,  New  York,  N.  Y. 

My  Dear  Sir  :  I  appreciate  your  courtesy  in  forwarding  to  me  a  copy  of  cer- 
tain resolutions  which  you  advise  me  were  passed  at  a  meeting  of  the  Missis- 
sippi Bankers'  Association  at  Clarksdale  last  month  in  which  the  association 
expressed  disapproval  of  the  policy  of  this  office  in  making  public  from  time 
to  time  the  figures  as  to  national  and  State  bank  failures  throughout  the  country. 

It  appears  that  the  Mississippi  resolutions  related  to  a  statement  given  out 
by  this  office  on  May  7,  giving  statistics  in  regard  to  national-bank  and  State- 
bank  failures,  which  showed  the  failure  of  one  national  bank  in  the  entire  United 
States  in  the  four  months*  period  ending  May  1,  1919,  against  24  failures  of 
banking  Institutions  other  than  national  from  January  1  to  April  1,  1919 — an 
average  of  approximately  two  State-bank  failures  a  week;  and  showing  also 
that  while  there  had  been  only  two  national-bank  failures  in  the  15  months 
ending  April  1,  1919,  the  returns  indicated  the  failure  of  some  50  or  60  State 
banks  and  trust  companies  in  the  same  period. 

Perhaps  I  can  best  express  the  attitude  of  this  office  and  my  reason  for  the 
publication  of  those  statistics  by  quoting  the  following  extract  from  a  letter 
which  I  recently  addressed  to  a  certain  bank  official  in  response  to  a  somewhat 
similar  criticism  from  him  on  that  subject.     I  said : 

"A  Federal  statute  of  many  years  standing  requires  the  Comptroller  of  the 
Currency  to  report  to  Congress  not  only  statistics  and  information  of  national 
banks  but  Information  regarding  the  conditions  of  banking  institutions  under 
State  supervision  so  far  as  it  is  obtainable.     I  take  the  purpose  of  this  to  be  to 
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provide  Congress,  the  administration,  and  the  public  with  a  comprehensive  view 
of  the  entire  banking  situation  in  the  country.  One  object  in  bringing  the  facts 
concerning  State  banks  into  my  occasional  or  periodical  statements  is  to  comply 
with  the  spirit  and  purpose  of  this  law.  It  seems  to  me  that  if  the  public  is 
to  be  informed  of  conditions  in  one  section  of  the  banking  business  it  should 
know  them  in  ail. 

**A  further  beneficent  result,  it  is  hoped,  may  be  to  spur  State  bank  officials 
to  more  careful  examinations  and  supervision.  You  and  I  know  how  strong 
and  how  injurious  is  the  tendency  to  allow  local  political  and  social  influences 
to  cause  laxity  In  State  administration  of  banking  affairs.  My  earnest  ambi- 
tion is  to  see  both  National  and  State  supervision  of  banks  and  the  consequent 
bank  record  of  the  United  States  as  nearly  100  per  cent  perfect  as  human 
watchfulness  and  energy  can  make  them. 

"  I  ask  you  to  believe  that,  so  far  from  wishing  to  injure  the  State  institu- 
tions In  business,  my  desire  is  to  stimulate  them  and  those  officially  responsible 
for  their  conduct  to  emulation  of  the  fine  showing  the  national  banks  are 
making/* 

Permit  me  here  to  suggest  there  is  no  reason  to  believe  that  the  criticisms 
offered  by  the  "  Mississippi  Bankers'  Association  "  reflect  the  attitude  of  the 
national  banks  in  Mississippi — the  banks  under  the  supervision  of  this  office — 
but  perhaps  they  may  express  the  not  justified  resentment  of  State  banks  whose 
supervision  may  have  been  less  careful  and  whose  immunity  from  trouble  has 
been  so  distinctly  less  than  that  of  the  national  banks  of  that  State. 

The  figures  show  that  in  Mississippi  the  State  banks  largely  outnumber  the 
national  banks,  the  latest  report  showing  288  State  banks  (large  and  small) 
and  33  national  banks  in  operation  at  this  time.  The  records  also  show  that 
for  more  than  25  years  past  there  has  been  no  failure  of  a  national  bank  in  the 
State  of  Mississippi,  but  in  the  past  15  years  there  have  been  34  failures  of 
State  banking  institutions.  In  the  past  five  years  20  State  banks  in  Mississippi 
have  failed.  These  figures  are  instructive  in  enabling  us  to  give  proper  weight 
to  resolutions  passed  by  the  Mississippi  Bankers'  Association,  composed  mostly 
of  the  State  bankers. 

I  have  just  been  advised  that  in  the  past  few  weeks  resolutions  critical  of 
this  office  have  also  been  passed  by  several  "  group  "  meetings  of  bankers  in 
the  State  of  Kentucky,  and  that  attempts  to  put  through  similar  resolutions 
were  defeated  by  quite  as  many,  if  not  more,  of  the  "  group  "  meetings  in  that 
State  in  the  last  two  months.  In  determining  how  far  such  resolutions  reflect 
the  sentiment  of  banks  with  which  this  office  has  dealings  or  which  are  under 
its  supervision,  and  how  far  they  are  inspired  by  State  officials  or  by  the  jeal- 
ousy of  institutions  making  the  less  favorable  showing,  it  is  proper  to  call 
attention  to  the  fact  that  in  Kentucky  as  well  as  in  Mississippi  the  State  banks 
largely  outnumber  the  national  banks,  the  latest  reports  showing  in  that  State 
132  national  banks  and  444  banks  other  than  national. 

In  Kentucky,  as  in  Mississippi,  the  record  of  the  national  banks  compared  with 
the  State  banking  institutions  in  the  matter  of  failures  is  particularly  favorable. 
In  the  past  15  years  in  Kentucky  there  have  been  only  four  failures  of  national 
banks — two  of  these  subsequently  reopened,  one  has  already  paid  its  depositors 
100  per  cent  and  interest  in  full,  and  the  fourth  lias  not  yet  been  fully  liqui- 
dated, but  has  paid  its  depositors  more  than  90  per  cent  of  their  claims.  In 
these  same  15  years,  27  State  banking  institutions  failed  and  20  of  them  failed 
within  the  last  eight  years,  during  which  period  only  three  national  banks 
failed,  of  which  one  was  reopened,  one  paid  the  depositors  in  full,  and  the  other 
being  still  in  liquidation.  I  am  not  informed  as  to  whether  any  of  the  State 
banks  which  failed  were  ever  subsequently  reopened  or  what  they  may  have 
paid  their  depositors. 

This  is  a  tremendously  serious  subject,  especially  at  this  vital  crisis  of  our 
commercial  life,  with  the  entire  world  depending  on  the  stability  of  our  finan- 
cial structure  as  a  whole.  I  would  feel  that  I  was  guilty  of  something  like 
treason  if  in  deference  to  the  feelings  or  Interests  of  anybody  or  auy  group  of 
men,  however  estimable  and  well  entitled  to  my  good  will,  I  handled  the  case 
timidly  or  delicately.  The  best  results  can  be  secured  and  safety  most  certainly 
assured  by  plain  speaking,  however  rough  it  may  seem  or  unpalatable  it  may 
be.  This  Is  no  time  for  soft  talk  or  smooth  evasions.  Here  we  have  the  definite, 
ugly  fact  that  while  national  bank  failures  have  reduced  steadily  and  seem 
almost  at  the  point  of  disappearance.  State  bank  failures,  in  some  States,  have 
been  increasing.  In  Kentucky  there  have  been  21  State  bank  failures  in  the  last 
10  years  against  6  In  the  preceding  5  years  and  In  Mississippi  about  10  per 
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rent  of  the  State  banks  have  failed  in  10  years,  20  of  them  in  the  last  5  years 
against  only  l.">  in  the  preceding  15  years. 

We  can  not  conceal  from  ourselves  the  certainty  that  there  is  something 
wrong  somewhere,  and  there  is  no  use  trying  to  hide  it.  I  do  not  believe  the 
State  bankers  generally  to  be  inferior  in  character  or  capacity  to  the  National 
bankers,  or  that  the  State  banks  of  Kentucky  and  Mississippi  had  in  the  last 
10  and  5  years  managements  less  competent  than  in  the  preceding  5  to 
LI  years,  respectively,  or  that  the  bankers  of  those  States  are  less  honest  or 
able  than  those  of  other  States  with  like  characters  of  population  and  products 
which  make  better  showings.  Therefore,  the  fault  must  be  with  the  systems 
of  State  supervision  and  inspection.  I  see  no  way  to  avoid  that  unpleasant 
conclusion. 

There  being  something  wrong,  evidently,  and  the  whereabouts  of  the  fault 
appearing  to  be  clear,  I  see  no  way  toward  remedy  but  frank  and  friendly 
demonstration  of  the  conditions  as  they  are.  The  first  step  toward  cure  is 
diagnosis.  The  doctor  who  makes  false  diagnoses  or  hides  the  right  one  to 
avoid  making  enemies  or  ruflling  sensibilities  is  guilty  morally  of  murder.  I 
would  rather  be  the  target  for  severe  criticism,  even  from  my  friends,  and  incur 
many  hostilities  than  to  have  on  my  conscience  the  sins  of  cowardice  and 
neglect  of  duty. 

I  am  very  anxious  to  avoid  hurting  or  offending  anybody,  but  far  more  and 
desperately  anxious  to  avoid  possibility  of  having  our  financial  machinery 
break  or  weaken  anywhere  in  the  time  of  heavy  strain,  just  ahead  of  us,  when 
we  must  supply  the  power  for  our  own  vast  and  fast  increasing  activities  and 
development,  and  must  do  a  gigantic  part  toward  carrying  all  the  nations  to 
restoration. 

As  this  exhibit  for  the  national  banks  in  Kentucky  is  so  distinctly  favorable, 
both  positively  and  comparatively,  it  may  throw  some  light  upon  the  motives 
for  the  ill-advised  criticism  directed  against  this  office  by  certain  Kentucky 
banking  officials  and  officers  of  State  banks.  It  seems  rather  unfortunate  that 
these  State  officials  should  be  adopting  the  tactics  to  which  some  of  them  seem 
to  be  resorting. 

I  have  Just  learned  that  at  a  recent  convention  of  State  supervisors  of  bank- 
ing, held  at  Cleveland,  Ohio,  resolutions  disapproving  the  administration  of 
this  office  were  adopted.  A  member  of  that  conference  tells  me  these  resolutions 
were  submitted  toward  the  close  of  the  convention  by  a  committee,  and  were 
inspired  or  advocated  by  commissioners  from  States  in  which  the  proportion  of 
State  bank  failures  to  national  banks  had  been  in  the  past  conspicuously  large, 
and  that,  through  that  committee's  influence,  the  resolutions  were  perfunctorily 
passed. 

Mr.  G.  G.  Speer,  State  banking  commissioner  of  Kentucky,  seems  to  have 
taken  an  active  part  in  this  proceeding  and  delivered  a  speech  on  the  subject, 
apparently  authenticated  extracts  from  which  fill  much  of  the  space  of  one  of 
the  Banking  Journals  sent  me.  In  view  of  the  figures  of  State  bank  failures 
in  Kentucky,  whose  banks  are  now  under  Mr.  Sneer's  directing  guidance,  his 
interest  in  the  matter  and  yearning  to  be  rid  of  the  Comptroller  of  the  Cur- 
rency may  be  explicable,  though  he  will  naturally  disclaim  responsibility  for 
results  prior  to  his  recent  incumbency.  However,  I  have  no  special  interest 
in  the  political  studies  of  the  supervisors  of  State  banks  or  their  opinions  on 
Government  administration,  or  on  my  conduct  and  policies.  They  do  not 
question  the  accuracy  of  the  figures,  which  appear  to  indicate  that  the  super- 
vision of  national  banks  has  been  far  more  efficacious  .than  that  exercised  in 
too  many  of  the  States. 

It  is  also  noted  that  Bank  Superintendent  Skinner,  of  New  York  joined 
Commissioner  Speer,  of  Kentucky,  in  criticizing  quite  earnestly  the  publica- 
tion of  the  comparative  figures  of  national  and  State  bank  failures.  His 
sensitiveness  of  this  subject  may  be  explained  by  reference  to  the  official 
figures,  which  show  during  the  past  20  years  only  17  failures  of  national  banks 
in  New  York  State,  as  compared  with  159  failures  of  banking  institutions  other 
than  national  in  the  same  period  in  that  State.  In  the  past  five  years  there 
were  33  failures  of  banks  other  than  national  and  only  1  failure  of  a  national 
bank  in  New  York  State,  and  that  one  bank  was  subsequently  restored  to 
solvency. 

These  figures  are  specially  significant  when  we  consider  that  the  number 
of  national  hanks  and  of  banks  other  than  national  in  New  York  are  very 
nearly  the  same.  In  fact,  in  5  of  the  past  11  years  the  national  banks  in 
New  York  equaled  or  outnumbered  the  State  banks  and  trust  companies.    The 
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record  shows  that  in  New  York  State  since  1900  there  have  been  about  ten 
times  as  many  failures  of  banks  other  than  national  as  there  have  been  of 
national  banks  for  each  100  operated  banks.  In  the  past  20  years  the  number 
of  banks  other  than  national  in  operation  has  averaged  about  10  per  cent  more 
than  the  national  banks,  while  the  number  of  failures  of  banks  other  than 
national  has  been  nearly  ten  times  as  great  as  of  national  banks. 

The  number  of  banks  other  than  national  which  have  failed  in  New  York 
in  the  past  20  years,  since  1899,  159,  is  equal  to  nearly  40  per  cent  of  the  401 
such  banks  in  operation  in  1899.  The  number  of  national  banks  which  failed 
in  the  same  time,  17,  is  equal  to  about  5  per  cent  of  the  327  national  banks  in 
operation  in  1899.  The  increase  from  1899  to  1918  in  the  number  of  national 
banks  in  operation  was  152,  or  46  per  cent ;  of  banks  other  than  national,  130, 
or  32  per  cent. 

As  compared  with  an  annual  average  mortality  rate  of  2  per  cent  among 
State  banking  institutions  in  New  York  State  for  the  past  20  years,  I  ask 
your  attention  to  the  deeply  gratifying  fact  that  in  the  whole  United  States 
in  1918  the  mortality  rate  among  national  banks  was  only  one  seventy-seventh 
of  I  per  cent,  or  one  hundred  and  fifty  times  better  than  the  State  bank  average 
for  the  last  20  years. 

It  is  quite  significant  that  the  States  whose  supervising  authorities  seem 
most  disposed  to  criticize  this  office  are  those  where  the  proportion  of  State 
bank  failures  has  been  greatest.  The  figures  show  conclusively  that  the  oppo- 
sition of  State  sujjervlsors  to  the  comptroller's  office  can  not  be  based  upon 
inefficiency  or  omission  to  achieve  with  signal  success  the  results  aimed  at  by 
the  comptroller's  office,  but  seems  to  be  rather  the  result  of  irritation  on  their 
part  that  a  comparison  so  exceedingly  favorable  to  the  national  banks  should 
be  given  to  the  public. 

It  is  fair  to  add  that  Superintendent  Skinner  Is  quoted  In  the  banker's  publi- 
cation referred  to  as  frankly  admitting  to  the  convention  that  State  banks  In 
some  States  "  have  either  been  without  adequate  supervision  or  that  such 
supervision  is  of  a  comparatively  recent  date." 

The  important  point  is  that  in  some  States  the  State  supervision  is  splendidly 
efficient,  as  proved  by  results,  and  that  In  others  It  is  lamentably  inefficient,  as 
proved  by  results.  My  purpose  is  not  to  quarrel  with  anybody,  not  to  be  dis- 
turbed, or  even  annoyed,  by  citizens  who,  for  any  reason,  resent  the  methods 
of  this  office  and  clamor  for  my  decapitation — it  is  to  do  my  part  toward  in- 
citing and  encouraging  all  State  governments  to  put  their  banks  on  equality 
with  the  soundest  and  safest  in  the  States  best  administered  and  with  the 
national  banks.  In  my  view  the  best  way  to  bring  State  and  national  banking 
systems  into  harmonious  and  cordial  cooperation  is  to  have  all  deserve  and 
receive  an  equal  share  of  the  public  confidence,  and  I  am  unable  to  see  how 
any  other  policy  can  tend  to  prevent  jealousies  or  friction. 

In  conclusion  allow  me  to  quote  further  my  own  views  on  this  subject  as  con- 
tained in  a  letter  which  I  addressed  to  n  United  States  Senator  a  few  days 
ago: 

"  Neither  I  nor  any  part  of  this  department  has  the  slightest  purpose  to  cause 
injury  to  the  State  institutions,  and  to  the  contrary,  our  earnest  desire  is  to  do 
what  we  can  to  help  establish  their  usefulness  to  the  public  and  value  to  their 
owners.  Those  who,  by  any  means  or  for  any  purpose,  would  stir  ill-feeling 
between  the  national  and  State  banking  institutions  or  arouse  prejudice  against 
or  distrust  of  either  do  wrong  to  both  and  to  the  country. 

"  My  own  view  is  that  all  our  efforts  should  be  directed  toward  making  and 
keeping  them  both  strong  and  in  cordial  cooperation  in  the  performance  of  the 
huge  financial  and  business  tasks  are  just  ahead  of  us.  The  faster  and  more 
abundantly  the  country  prospers  the  heavier  these  tasks  will  be.  The  more 
nearly  we  can  make  bank  failures  impossible,  and  therefore  unfeared,  the 
smoother  and  faster  our  progress  toward  true  prosperity  will  be.  Such 
failures  anywhere  and  at  any  time  cause  more  or  less  jarring  in  that  progress, 
and  our  purpose  should  be  to  avoid  a  single  jar  or  check,  if  it  is  possible." 

Please  pardon  the  length  and  special  earnestness  of  this.  My  excuse  Is  that 
I  feel  intensely  on  the  subject  and  am  most  eager  in  trying  to  do  my  full  part 
to  make  sure  that  when  the  wrench  and  strain  come  there  shall  be  no  defect  or 
weak  spot,  and  that  the  business  and  financial  men  of  the  country  shall  do  their 
part  in  this  huge  upheaval  as  strongly  and  successfully  as  our  fighting  men  did 
theirs.  My  firm  conviction  is  that  the  surest  way  to  make  the  splendid  body 
of  State  banks  solid  and  ready  is  to  tighten  the  laws  for  their  supervision  and 
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the  administration  of  the  laws  wherever  the  facts  and  figures  show  tightening 
to  be  needed. 

Faithfully,  yours, 

John  Skelton  Williams. 

National  Bank  Section, 
The  American  Bankers'  Association, 
5  Nassau  Street,  New  York,  July  1,  1919. 
Hon.  John  Skelton  Williams, 

Comptroller  of  the  Currency,  Washington,  D.  C, 

My  Dear  Mr.  Williams  :  I  wish  it  were  possible  to  convey  the  high  value  I 
place  on  the  confidence  and  fidelity  which  you  repose  in  me  as  evidenced  by 
your  personal  letters  of  June  27  and  28,  inclosing  copy  of  your  letter  to  Chair- 
man Piatt  of  the  House  Banking  and  Currency  Committee  as  of  June  17. 

All  three  letters  have  been  read  with  care,  and  it  seems  to  me  your  argu- 
ments are  unanswerable.  May  I  not  particularly  applaud  paragraphs  which 
embody  your  spirit  in  the  conduct  of  your  high  office,  as  follows : 

"There  being  something  wrong  evidently  and  the  whereabouts  of  the  fault 
appearing  to  be  clear,  I  see  no  way  toward  remedy  but  frank  and  friendly  dem- 
onstrations of  the  conditions  as  they  are.  The  first  step  toward  cure- is  diag- 
nosis. The  doctor  who  makes  false  diagnoses,  or  hides  the  right  one,  to  avoid 
making  enemies  or  ruffling  sensibilities  is  guilty,  morally,  of  murder.  I  would 
rather  be  the  target  for  severe  criticism,  even  from  my  friends,  and  incur 
many  hostilities  than  to  have  on  my  conscience  the  sins  of  cowardice  and  neg- 
lect of  duty. 

"  I  am  very  anxious  to  avoid  hurting  or  offending  anybody,  but  far  more, 
and  desperately,  anxious  to  avoid  possibility  of  having  our  financial  machin- 
ery break  or  weaken  anywhere  in  the  time  of  heavy  strain,  just  ahead  of 
us,  when  we  must  supply  the  power  for  our  own  vast  and  fast  increasing  activ- 
ities and  development,  and  must  do  a  gigantic  part  toward  carrying  all  the 
nations  to  restoration. 

"  The  Important  point  is  that  in  some  States  the  State  supervision  is  splen- 
didly efficient,  as  proved  by  results,  and  that  in  others  it  is  lamentably  ineffi- 
cient, as  proved  by  results.  My  purpose  is  not  to  quarrel  with  anybody,  not 
to  be  disturbed,  or  even  annoyed,  by  citizens  who  for  any  reason  resent  the 
methods  of  this  office  and  clamor  for  my  decapitation — it  is  to  do  my  part 
toward  inciting  and  encouraging  all  State  governments  to  put  their  banks  on 
equality  with  the  soundest  and  safest  In  the  States  best  administered  and  with 
the  national  banks.  In  my  view  the  best  way  to  bring  State  and  national 
banking  systems  into  harmonious  and  cordial  cooperation  is  to  have  all  deserve 
and  receive  an  equal  share  of  the  public  confidence,  and  I  am  unable  to  see 
how  any  other  policy  can  tend  to  prevent  jealousies  or  friction." 

It  is  a  gratification  to  announce  that  the  national  bank  section,  American 
Bankers'  Association,  hopes  in  a  few  days  to  open  a  branch  office  in  Washington, 
and  the  first  one  to  whom  I  shall  pay  my  respects  after  quarters  are  established 
is  your  esteemed  self. 

Please  accept  meanwhile  all  assurances  of  increasing  regard. 
Very  truly,  yours, 

Fred.  W.  Hyde,  Secretary. 
I  respectfully  ask  that  the  attached  copy  of  my  letter  of  Septem- 
ber 19,  1919,  to  your  committee  be  printed  in  this  record  as  a  part  of 
this  statement: 

TRKAstTRY  Department, 
Washington,  September  19,  1919. 

Dear  Mr.  Chairman  :  The  record  shows  that  at  the  meeting  of  your  com- 
mittee on  the  11th  instant  you  said : 

"  Mr.  Williams,  before  you  begin  your  statement,  1  would  like  to  ask  you 
if  you  could  f  urn  Mi  the  committee  with  a  list  of  all  the  national  banks  that 
have  gone  into  voluntary  liquidation  during  your  term  of  office  and  have  re- 
organized under  the  State  laws?"  to  which  I  replied:  "Certainly." 

I  now  beg  leave  to  advise  you  that  the  list  to  which  you  referred  has  been 
compiled  and  shows  that  for  the  period  you  mentioned,  from  February  2,  1014, 
until  September  15,  1919: 
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The  number  of  national  banks  which  went  into  liquidation  for 
the  purpose  of  organizing  as  State  banks  or  trust  companies  \vas__  357 

With  aggregate  capital  of $44,482,500 

The  number  of  State  banks,  private  banks,  or  trust  companies 

which  were  converted  into  national  banks  was i 417 

With  aggregate  capital  of $46,799,500 

There  were,  therefore,  60  more  State  banks  converting  into  na- 
tional banks  than  there  were  national  banks  converting  into  State 
banks  and  trust  companies. 

In  addition  to  this,  the  records  show  that  the  number  of  primary 
national-bunk  organizations,  exclusive  of  State  banks,  converting 

into  national  banks  during  the  same  period  was 531 

With  aggregate  capital  of $32,615,000 

Besides  the  948  conversions  of  State  banks  and  primary  organ- 
izations there  were  in  the  same  period  361  new  charters  granted 
to  banks  whose  charters  were  expiring  and  decided  to  continue 
under  national  charters,  thus  making  the  total  national  charters 
issued  for  this  period 1,309 


In  my  letter  to  you  of  August  26,  1919,  I  said  Jp.  23)  : 

"  In  his  same  communication,  under  date  of  the  6th  instant,  Mr.  Hogan  dis- 
tributed a  copy  of  a  letter  which  he  says  was  addressed  to  the  Comptroller  of 
the  Currency  on  July  10,  1916,  by  an  official  of  a  small  State  bank  in  North 
Dakota,  in  which  that  banker  insinuates  or  charges  that  the  Comptroller  of 
the  Currency  is  responsible  for  '  the  numerous  conversions  of  national  banks 
into  State  banks  now  taking  place  throughout  the  country,  which  must  result 
in  a  further  weakening  of  the  Federal  reserve  system.' " 

It  may  possibly  interest  you  to  know  that  the  State  bank  referred  to  by  Mr. 
Hogan  was 'the  Bank  of  Valley  City,  Valley  City,  N.  Dak.,  and  that  under  date 
of  August  19, 1919,  that  very  bank  made  application  to  me  for  permission  to  con- 
vert into  a  national  bank.    Apparently,  Mr.  Early  has  changed  his  mind. 

Mr.  Hogan's  letter  in  which  he  disseminated  that  three-year-old  letter  of  Mr. 
J.  J.  Early,  president  of  the  Bank  of  Valley  City,  was  dated  August  6, 1919.  Mr. 
Hogan's  communication  was  given  to  me  by  one  of  the  Senators  on  the  mailing 
list  from  which  Hogan  was  addressing  reprints  of  maliciously  untrue  newspaper 
articles  and  letters  in  connection  with  the  "  propaganda  "  he  has  been  conducting. 

Under  date  of  August  19,  1919,  I  received  the  following  letter  from  the  North 
Dakota  banker  referred  to  by  Mr.  Hogan : 

Bank  of  Valley  City, 
Valley  City,  N.  Dak.,  August  19,  1919. 
Comptroller  of  the  Currency, 

Washington,  D.  C. 

Dear  Sir  :  Our  directors  have  passed  a  resolution  to  convert  this  bank  Into  a 
national  bank,  the  title  to  be  "  The  Valley  City  National  Bank."    Please  make 
reservation  of  this  title  and  forward  to  us  the  necessary  blanks  so  that  we  may 
make  formal  application. 
Very  truly, 

J  as.  J.  Early,  President. 

If  you  desire  the  full  list  of  the  names  of  the  357  national  banks  which  have 
converted  into  State  banks,  and  of  the  417  State  banks  which  have  converted  into 
national  banks,  and  other  new  national  banks  chartered,  531,  I  shall  be  pleased 
to  send  it  to  you  for  insertion  in  the  record. 

The  record  shows  that  the  movement  toward  the  nationalization  of  State 
banks  and  trust  companies  is  proceeding  at  an  accelerated  speed. 

For  the  10  months  since  January  1,  1919,  there  have  been  about  seven  times 
as  many  new  charters  granted  for  new  national  banks  and  applications  for  in- 
crease in  the  capital  of  existing  banks  approved  as  there  were  in  the  same  period 
reductions  of  capital  and  liquidations  (other  than  banks  consolidating  with  other 
national  banks). 

Faithfully  yours, 

John  Skelton  Williams. 

Hon.  George  P.  McLean, 

United  States  Senate. 


1016  NOMINATION   OF  JOHN   SKELTON   WI  U.I  A  MS. 

I  trust  that  the  foregoing  pages  may  be  a  sufficient  answer  to  the 
charge  or  suggestion  upon  which  Mr.  Hogan  expatiated  at  much 
length  before  your  committee  to  the  effect  that  the  bankers  of  the 
country  by  their  "ominous  silence"  were  expressing  their  disap- 
proval of  my  administration  as  Comptroller  of  the  Currency. 

I  shall  now  take  up,  dissect,  and  refute  in  detail  other  charges 
against  my  administration  which  Mr.  Hogan  imposed  upon  your 
committee  at  the  time  of  his  last  appearance  before  you  on  Septem- 
ber 5,  and  I  shall  show  you  that  these  charges,  as  have  been  all  other 
charges  made  by  this  witness  which  reflects  in  any  way  upon  the 
integrity  and  "efficiency  of  my  administration,  were  untrue,  un- 
founded, and  generally  maliciously  so. 

In  answering  his  complaints  and  misstatements  of  the  5th  instant 
I  am  relying  on  my  own  recollection  of  what  he  said  to  your  com- 
mittee at  that  hearing  at  which  I  was  present,  supplemented  by  the 
typewritten  report  obtained  from  the  official  stenographer.  I  have 
delayed  the  submission  of  this  final  statement  more  than  two  weeks 
awaiting  the  receipt  of  the  official  report  of  the  hearing,  but  as  it 
has  not  been  received  up  to  this  date  I  have  decided  not  to  hold 
back  my  statement  further,  but  I  am  sending  it  to  you,  reserving  the 
right  to  send  in  a  supplementary  statement  if,  after  reading  the 
record  of  Mr.  Hogan's  testimony  of  the  5th  instant  after  he  shall 
have  revised  it,  as  I  am  informed  he  is  doing,  a  further  reply  shall 
seem  to  be  necessary  or  desirable. 

If  by  any  chance  I  have  overlooked  any  complaint  or  charge  of 
any  sort  made  by  Mr.  Hogan  or  any  other  witness  before  your 
committee  which  reflects  upon  the  integrity  and  efficiency  of  my 
administration  and  may  not  specifically  have  denied  it,  I  beg  that 
you  accept  this  as  my  denial  thereof,  and  I  respectfully  ask  your 
attention  to  the  fact  that  the  few  adverse  witnesses  who  have  ap- 
peared before  you  have  not  and  can  not  produce  proofs  of  any  such 
charge  or  complaint,  for  with  the  record  established  as  it  is  their 
charges,  complaints,  or  insinuations  would  be  without  foundation. 
If  you  desire  cumulative  or  additional  proof  of  the  correctness  of 
any  statement  made  by  me,  I  shall  be  happy  to  furnish  it  upon 
notification. 

CHARACTER  OF  OPPOSITION   TO  COMPTROIiLER. 

I  respectfully  ask,  Mr.  Chairman  and  gentlemen,  that  when  you 
have  read  the  letters  printed  above  and  which  represent  only  a  few 
of  the  many  I  have  received  from  every  section  of  the  country  that 
you  contrast  the  names  of  those  writers  with  the  pitifully  few  and 
discredited  witnesses  who  have  consumed  the  time  of  your  committee 
with  their  voluble  statements  and  attacks  upon  my  office  which 
were  not  only  maliciously  untrue,  but  without  the  least  foundation 
or  justification  as  the  record  abundantly  proves. 
.  On  the  one  side  you  have,  first,  the  local  bank  official  whose  dis- 
creditable practices  and  operations  it  has  been  my  duty  to  bring 
to  your  attention  in  the  course  of  these  hearings.  That  official, 
Wade  H.  Cooper,  is  a  member  of  the  group  or  coterie  of  so-called 
"bankers"  whose  disreputable  operations  have  already  resulted  in 
the  indictment  of  one  of  its  members,  N.  P.  Jenrette  (a  first  cousin 
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of  this  bank  official),  in  connection  with  the  disappearance  of  some 
$35,000  of  notes,  and  in  the  issuance  of  an  oixler  by  a  Chicago  court 
for  the  arrest  of  another  member  of  the  same  group,  Lawrence  J. 
Cooper,  of  Waycross,  Ga.  (a  brother  of  this  local  bank  official),  for 
*'  conducting  a  confidence  game "  and  fraud,  and  also  his  indict- 
ment by  a  Georgia  court  for  causing  the  "  fraudulent  insolvency  " 
of  a  State  bank  in  Georgia  with  which  he  was  connected.  A  suc- 
cession of  six  or  more  bank  failures  in  the  South  mark  the  trail  of 
members  of  that  group.  See  page  734  of  these  hearings  for  partial 
list. 

The  other  witness  who  has  taken  up  most  of  the  time  of  your  com- 
mittee is  an  attorney  for  the  Riggs  Bank.  I  have  proved  to  you 
that  his  testimony  has  been  a  repetition  of  untrue  statements,  wan- 
tonly false.  I  do  not,  doubt  but  that  you  have  observed  how  he 
has  evinced  his  malice  in  his  every  utterance,  gesture,  tone,  and 
expression.  He  has  given  you  many"  illustrations  of  his  reckless  dis- 
regard of  truth,  but  I  shall  only  remind  you  here  of  his  attempt 
to  deceive  your  committee  on  the  5th  instant  by  telling  you,  in  re- 
sponse to  questions  by  vou  as  to  "  dummy  "  loans,  that  the  $26,000 
loan  referred  to,  made  by  the  bank  through  a  dummy  to  its  former 
cashier,  IL  H.  Flather,  was  made  in  that  manner  because  Mr.  Flather 
had  to  leave  Washington  to  be  with  his  wife  during  her  last  illness 
in  the  Adirondacks. 

To  use  Mr.  Hogan's  own  precise  language  in  referring  to  this  sub- 
ject and  Mr.  Flather,  he  says : 

He  had  a  relative  named  Neviun  here.  He  had  Mr.  Nevius — Mr.  Flather 
took  up  his  note,  turned  over  his  collateral  to  Mr.  Nevius,  and  had  Mr.  Nevius 
make  a  note  based  altogether  on  Mr.  Flather's  collateral.  It  was  splendidly 
margined — the  loan  splendidly  collaterally,  with  plenty  of  margin,  so  if  any 
question  might  come  up  in  his  absence  it  could  be  handled  by  Mr.  Nevius,  and 
Mr.  Nevius  could  do  anything  he  wanted,  but  the  bank  loaned  the  money  on 
the  face  of  the  collateral  which  belonged  to  Mr.  Flather.  ThatV  another  thing 
that  characterizes  a  "  dummy  "  loan. 

Now,  gentlemen,  that  loan  which  Mr.  Hogan  has  described  with 
such  particularity  was  made  August  22,  1911,  and  remained  in  the 
Riggs  Bank  for  about  three  years,  until  the  summer  of  1914,  when 
during  an  examination  by  this  office  it  was  taken  out  by  Flather. 
(See  page  594,  February  hearings.)  Inquiry  at  the  department  of 
health  snowed,  however,  that  Mrs.  Flather  had  died  on  July  20, 1907, 
more  than  four  years  before  the  loan  was  made !  The  record  shows 
that  besides  the  "  dummy  "  loans,  H.  H.  Flather  had  been  borrowing 
continuously  in  his  own  name  large  sums  of  money  from  the  bank 
for  more  than  10  years  prior  to  1914.  (P.  598,  February  hearings.) 
Mr.  Hogan's  story  and  attempted  excuse  is  thus  proven  to  have  been 
simply  a  reckless  and  disgraceful  invention. 

CHARACTER  OF  MEN  COMMENDING  COMPTROLLER'S  ADMINISTRATION. 

It  will  be  noted  that  those  who  so  strongly  commend  my  adminis- 
tration of  the  office  of  the  Comptroller  or  the  Currency  are  men  of 
the  very  highest  standing  in  the  banking  and  business  world.  They 
include  the  Secretary  of  the  Treasury,  Members  of  Congress,  gov- 
ernors of  States,  mayors  of  cities,  United  States  district  attorneys, 
both  directors  general  of  railroads,  commissioners  of  banking,  also 
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of  railroads,  the  members  of  the  Federal  advisory  council  of  the 
reserve  banks,  directors  of  Federal  reserve  banks,  former  presidents 
of  the  American  Bankers'  Association,  and  the  chief  executives  of 
the  leading  and  largest  banks  in  such  representative  cities  as  Balti- 
more, St.  Louis,  Kansas  City,  and  San  Francisco,  as  well  as  presi- 
dents of  the  smaller  banks. 

These  letters  have  all  come  to  me  voluntarily  and  unsolicited. 

The  complete  falsity  of  the  statement  made  by  Mr.  Hogan  before 
your  committee  on  July  9  that  every  point  of  contention  oef ore  the 
court  had  been  decided  in  favor  of  the  Riggs  Bank  has  been  com- 
pletely established  by  this  record,  as  especially  set  forth  in  my  letter 
to  your  committee  of  August  12.  On  September  5  Mr.  Hogan  sought 
further  to  mislead  your  committee  by  his  declaration  that — 

Neither  Judge  McCoy  nor  anyone  else  ever  entered  an  interlocutory  decree 
in  that  case;  there  was  no  Interlocutory  decree;  there  is  no  record  of  any  inter- 
locutory decree. 

The  records  of  the  court  contain  the  decision  rendered  by  Justice 
McCoy  on  May  21, 1915,  which  has  been  referred  to  in  these  hearings 
as  the  "  interlocutory  decision,"  and  it  was  in  that  decision  that  the 
court  said,  in  most  emphatic  and  unequivocal  language,  that  "*  *  * 
I  do  not  see  how  anybody  can  fail  reasonably  to  reach  that  conclu- 
sion "  (that  if  there  was  a  manifestation  of  malice,  it  was  on  the  part 
of  the  Riggs  Bank),  "and  that  if  there  was  bad  blood — I  do  not 
know  as  to  that — if  there  is  anything  between  the  parties,  there  is 
nothing  here/ to  show  that  the  two  defendants"  (the  Secretary  of  the 
Treasury  and  the  Comptroller  of  the  Currency)  "  were  the  aggressors 
in  the  matter." 

A  year  later,  on  May  31,  1916,  the  court  handed  down  its  final  de- 
cision, which  has  been  printed  in  this  record  and  which  was  over- 
whelmingly against  the  bank.  In  that  final  decision  the  court  again 
emphasized  the  fact  that — 

The  affidavits  submitted  by  the  defendants  on  the  motion  for  preliminary 
relief  completely  met  and  overcame  the  charges  of  malice  and  bad  faith  on  the 

part  of  the  Secretary  of  the  Treasury  and  the  Comptroller  of  the  Currency. 

*     *     * 

Mr.  Hogan's  glib  readiness  in  denying  established  facts  does  not 
change  them. 

In  his  testimony  in  this  connection  there  is  additional  evidence  of 
his  malice  and  his  unscrupulous  disregard  of  truth. 

In  discussing  this  subject  on  pages  648  and  649  of  these  hearings,. 
Mr.  Untermyer  says: 

In  my  judgment  Mr.  Hogan  wholly  misapprehends  the  scope  of  the  proceeding 
before  Judge  McCoy  and  the  basis  of  his  decision.  There  were  days  of  argu- 
ment before  Judge  McCoy  upon  the  facta,  and  his  decision  was  a  complete 
vindication  and  victory  for  the  Treasury  officials,  so  far  as  concerned  the 
charges  made  against  them  for  conspiracy  and  wrongdoing.     *     *     * 

Mr.  Hogan  was  also,  I  think,  inaccurate  in  his  statement  that  the  preUminary 
application  was  not  decided  by  Judge  McCoy  for  more  than  one  year  after  it 
was  submitted.  In  point  of  fact,  in  its  essential  features,  it  was  decided  at  the 
close  of  the  argument  in  an  oral  opinion,  which  was  later  supplemented  by  the 
lengthy  opinion  that  is  in  the  record.  The  conspiracy  charge  was  exploited 
and  answered  at  great  length  upon  the  argument  and  in  the  lengthy  affidavits 
and  exhibits  that  were  submitted,  and  the  judge  then  held  that  the  action  of 
the  Treasury  officials  was  not  malicious  or  the  result  of  a  conspiracy,  as  had 
been  charged ;  that  the  malice,  if  any,  was  rather  the  other  way ;  and  that  the 
officials  would  have  been  derelict  in  their  duty  If  they  had  done  otherwise  than 
they  did. 
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Mr.  Hogan  has  bitterly  criticized  my  action  in  requiring  the  Riggs 
National  Bank  to  inform  me  as  to  loans  the  bank  had  made  through 
a  certain  period  of  years  to  Secretaries  of  the  Treasury,  Assistant 
Secretaries  of  the  Treasury,  Comptrollers  of  the  Currency,  national 
bank  examiners,  and  to  members  of  the  families  of  those  officers.  He 
then  charges  me  with  inconsistency,  claiming  that  two  banking  firms 
in  which  certain  of  my  brothers  are  interested  had  loans  with  a 
national  bank  in  the  District  and  with  a  trust  company  in 'this  city, 
although  he  adds,  "  I  have  no  doubt  they  are  properly  collateraled.'" 

Let  me  state  that  since  I  came  to  Washington  more  than  six  years 
ago  to  accept  the  office  of  First  Assistant  Secretary  of  the  Treasury, 
neither  I  nor  any  member  of  my  immediate  family,  my  wife  or  my 
children,  have  ever  borrowed  one  dollar  from  any  national  bank  in 
the  city  of  Washington  or  elsewhere.  Furthermore,  I  will  state  that, 
although  I  think  it  will  be  conceded  that  it  would  have  been  perfectly 

{>roper  for  me  if  I  had  had  occasion  to  do  so  to  make  properly  secured 
oans  with  State  banks  or  trust  companies,  not  members  of  the 
Federal  reserve  system,  yet  I  have  been  so  scrupulously  careful  that 
I  have  never  at  any  time  since  I  became  officially  connected  with  the 
Government  borrowed  a  dollar  from  any  State  bank  or  trust  company 
in  Washington  or  anywhere  else. 

It  is  true  that  the  old  established  banking  firms  in  which  some  of 
my  brothers  are  partners,  to  which  Mr.  Hogan  refers,  have  had 
deposit  accounts  and  business  relations  with  many  banks,  including 
among  others  the  two  institutions  in  Washington  to  which  he  has 
referred.  On  pages  255-257  of  these  hearings,  are  proofs  that  their 
loans  were  not  only  abundantly  secured,  but  that  they  had  a  par- 
ticularly wide  margin. 

In  view  of  the  slighting  manner  in  which  Mr.  Hogan  has  referred 
to  the  banking  firm  in  Richmond,  Va.,  of  which  I  had  at  one  time 
the  honor  of  being  a  member,  I  will  take  advantage  of  this  oppor- 
tunity to  state  that  its  history  shows  that  that  banking  house,  for 
constructive  and  useful  work  and  honorable  dealing  has  a  record 
for  which  its  members  may  be  justly  proud.  It  was  certainly  not 
pecuniary  gain  that  I  came  to  Washington  to  perform  public  service 
and  gave  up  membership  in  a  banking  house  whose  net  profits,  as  I 
recall,  for  one  5-year  period,  some  little  time  preceding  my  retire- 
ment from  it,  had  averaged  each  year  for  that  period  about  100  times 
as  much  as  my  annual  salary  as  Assistant  Secretary  of  the  Treas- 
ury, and  I  believe  largely  exceeded  the  net  earnings  of  any  national 
bank  or  State  bank  or  trust  company  in  the  entire  South. 

As  to  the  propriety  of  the  inquiry  which  I  made  of  the  Riggs  Na- 
tional Bank  as  to  the  loans  which  it  had  been  making  to  Treasury 
officials  under  whose  supervision  the  bank  was  operating  and  to  ex- 
aminers by  whom  it  was  being  examined,  that  has  been  passed  upon 
by  the  Supreme  Court  of  the  District  in  its  decision  rendered  May  31, 
1916.    On  this  point  the  court  said: 

There  was  a  demand  for  information  in  regard  to  loans  made  by  the  plaintiff, 
•directly  or  indirectly  to  Secretaries  of  the  Treasury  and  Assistant  Secretaries 
of  the  Treasury  of  the  United  States,  to  Comptrollers  of  the  Currency,  to  na- 
tional bank  examiners,  and  to  employees  of  the  comptroller's  office.  The  de- 
mand certainly  can  not  be  considered  an  improper  one,  especially  If  any  offi- 
•cers  of  the  bank  have  been  officers  since  its  organization,  to  which  time  refer- 
ence is  made  in  the  demand,  and  the  facts  in  that  regard  should  be  fully  stated. 
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The  sworn  replies  of  the  Riggs  National  Bank  to  my  interroga- 
tories on  this  subject  disclosed  the  fact  that  the  bank  had  been  mak- 
ing loans  continuously  to  Treasury  officials  who  had  directly  or  in- 
directly been  charged  with  the  supervision  of  national  banks,  includ- 
ing a  former  Comptroller  of  the  Currency  (to  whom  loans  were  made 
during  the  greater  part  of  his  incumbency  as  comptroller)  and  to  the 
national  bank  examiners  themselves ;  that  in  the  10-year  period  prior 
to  my  appointment  as  comptroller,  of  the  11  Assistant  Secretaries 
of  the  Treasury  who  had  supervision  of  fiscal  bureaus,  including  the 
office  of  Comptroller  of  the  Currency,  8  had  been  borrowers  at  one 
time  or  another  from  the  Riggs  Bank,  and  5  of  them  had  been  bor- 
rowing money  from  the  bank  during  the  period  that  they  were  ac- 
tively in  office.  The  committee  may  form  their  own  conclusions  as 
to  the  tendency  and  propriety  of  such  transactions.    . 

In  regard  to  loans  made  by  the  bank  to  its  own  officers  and  their 
families,  if  Mr.  Hogan  is  unable  to  distinguish  the  difference  between 
a  national  bank  making  "  dummy  "  or  other  loans  to  its  president,  its 
vice  president,  and  its  cashier  and  to  the  wives  and  children  of  these 
officers  (the  Riggs  Bank  had  been  lending  to  its  president  and  to  the 
son  of  its  president  and  to  the  wife  of  its  president,  to  its  vice  presi- 
dents and  their  children,  as  well  as  to  other  members  of  their  families, 
in  some  cases  for  very  large  sums)  and  a  loan  made  by  a  national 
bank  to  a  business  house,  some  of  the  partners  of  which  may  be 
brothers  of  the  Comptroller  of  the  Currency,  but  in  which  firm  the 
Comptroller  of  the  Currency  has  never  had,  since  he  has  been  comp- 
troller, any  financial  interest,  it  will  be  hopeless  to  attempt  to  instruct 
him. 

In  his  statement  before  your  committee  on  September  5  Mr.  Hogan 
said: 

The  biggest  Government  deposits,  eliminating  the  war  deposits,  that  national 
banks  have  had  here  are  the  Isthmian  Canal  Commission  and  the  Philippine 
accounts,  which  were  kept  in  1914,  1915,  1916,  and,  as  far  as  I  know,  now  are 
kept  in  the  Commercial  National  Bank,  but  which  were  not  put  into  the  calcula- 
tion as  Government  accounts,  although  they  are  absolutely  Government  accounts 
to  such  an  extent  that  the  law  provides  that  reserves  need  not  he  kept  against 
Panama  Canal  accounts  any  more  than  any  other  Government  funds.  Here  is 
what  the  record  shows :  In  December,  1916,  it  shows  that  the  Commercial  Na- 
tional Bank  had  in  these  Government  deposits,  including  Panama  Canal  and 
other  Government  deposits,  $2,080,000.  All  the  other  13  national  banks  in  the 
District  had  $1,085,000.  The  average  of  the  13  national  banks  of  the  District 
was  $83,400  Government  deposits  against  the  Commercial  Bank  of  $2,060,000, 
and  at  that  time  the  Commercial  Bank's  resources  were  $10,220,000  and  the  other 
national  hanks'  resources  were  $61,099,000,  so  that  the  other  banks — the  total  of 
the  Government  deposits  in  the  other  13  banks  in  this  city  was  1J  per  cent  of 
their  resources,  whereas  the  Government  dei>osits  in  the  Commercial  National 
Bank  at  that  time  were  20  per  cent  of  its  resources.  That's  what  statistics 
show. 

In  making  these  statements,  gentlemen,  Mr.  Hogan  has  again  at- 
tempted to  deceive  and  mislead  your  committee.  The  official  records 
prove  the  falsity  of  his  statements  and  figures.  The  Treasury  record 
shows  that  the  i3  other  national  banks  of  Washington  held  of  public 
deposits  on  December  27, 1916  (the  date  of  the  December,  1916,  call) 
$1,462,000,  including  Panama  Canal  and  call  Government  deposits, 
not  $1,085,000  as  stated  by  Mr.  Hogan.  On  the  same  date  the  total 
amount  of  Government  deposits  held  by  the  Commercial  National 
Bank  at  Washington  was  $783,000,  which  is  quite  different  from  the 
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figures  mentioned  by  Mr.  Hogan — $2,080,000.  In  addition  to  the 
$783,000  held  by  the  Commercial  National  Bank  at  its  main  office  in 
Washington,  the  Commercial  National  Bank  also  had  on  the  date 
named  on  deposit  in  its  two  branches  in  Panama  the  sum  of  $832,000. 
These  deposits  in  the  branches  in  Panama  were  in  no  way  competitive 
deposits  which  could  have  been  divided  with  other  Washington  banks, 
as  they  were  needed  for  business  on  the  Isthmus  and  for  meeting  the 
pay  rolls  of  the  Isthmian  Canal  Commission  and  the  Panama  Rail- 
road, employing  at  that  time  more  than  25,000  men;  but  even  if  we 
should  include  the  canal  funds  carried  with  the  Panama  branches 
with  the  deposits  of  the  home  office,  the  total  amount  would  only  ag- 
gregate $1,615,000. 

Mr.  Hogan's  statement  that  the  total  of  the  Government  deposits 
in  the  other  13  national  banks  in  this  city  wrere  "  1|  per  cent ''  of  the 
resources,  whereas  the  Government  deposits  in  the  Commercial  Na- 
tional Bank  at  that  time  were  "  20  per  cent "  of  its  resources,  is  simply 
false,  characteristic  of  Mr.  Hogan's  whole  testimony. 

Omitting  the  deposits  with  the  Panama  branches  which  were  in  no 
way  competitive  with  the  Washington  banks,  the  percentages  of  Gov- 
ernment deposits  of  all  kinds  with  the  Commercial  National  Bank 
amount  to  7.7  per  cent  of  its  resources.  Another  large  national  bank 
in  the  district  at  that  same  time  held  Government  deposits  amounting 
to  6.9  per  cent  of  its  resources,  while  the  deposits  of  a  third  national 
bank  in  the  district  at  that  time  amounted  to  8.5  per  cent  of  its  re- 
sources, a  larger  percentage  than  the  Commercial  in  Washington.  If 
we  should  include  the  deposits  of  the  Panama  branch,  which  it  would 
be  unfair  to  do  in  view  of  the  fact  that  no  other  local  bank  could  have 
participated  in  any  event  in  those  deposits,  the  proportion  of  Gov- 
ernment deposits  in  Washington  and  Panama  combined  to  the  Com- 
mercial Bank's  total  resources  would  be  12.9  per  cent.  The  record 
shows  that  Mr.  Hogan's  figures  as  to  the  deficiency  in  reserve  of  the 
Commercial  National  Bank  was  also  false. 

It  may  not  be  out  of  place  to  mention  in  this  connection  that  the 
foreign  banking  corporation  to  which  the  Commercial  National  Bank 
sold  its  Panama  branches  (since  1916)  now  has  in  its  Panama 
branches  Government  deposits  very  largely  in  excess  of  $2,000,000, 
or  more  than  twice  as  much  a&  were  carried  by  the  Commercial's  Pan- 
ama branches  at  the  time  to  which  Mr.  Hogan  refers. 

When  before  this  honorable  committee  on  September  5  Mr.  Hogan 
again  attempted  to  explain  the  accounts  referred  to  in  these  hear- 
ings as  the  "  Glover  &  Flather  "  and  "  Flather  &  Flather  "  accounts 
as  being  accounts  to  which  commissions  on  the  bank's  irregular  pur- 
chases and  sales  of  bonds  and  stocks,  and  brokerages  arising  from 
real  estate  transactions,  were  credited,  Mr.  Hogan  said : 

Those  were  simply,  so  far  as  the  Riffgs  Bank  was  concerned,  depositary  ac- 
counts that  might  have  been  with  Jones  &  Smith  or,  if  I  may  borrow  the  name, 
With  Mr.  T.  H.  Newberry  or  anyone  else.  It  simply,  as  far  as  the  bank  was  con- 
cerned— the  money  deposited  by  Glover  &  Flather  or  Flather  &  Flather,  and 
it  was  where  the  officers  kept  in  the  bank  the  commissions  that  were  ulti- 
mately turned  over  to  the  bank  by  the  officers.    That's  all  they  were. 

So  much  for  Mr.  Hogan's  explanation  of  that  account  on  Septem- 
ber 5, 1919,  and  I  ask  your  attention  to  President  C.  C.  Glover's  expla- 
nation of  these  same  accounts  as  given  to  the  national-bank  exam- 
iner when  Mr.  Glover  was  testifying  under  oath  on  January  6,  1915. 
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Examiner  Smith  asking  Mr.  Glover  in  regard  to  these  Glover  & 
Flather  and  Flather  &  Flather  accounts  said : 

As  a  matter  of  fact,  was  it  not  always  understood  between  you  and  the  direc- 
tors of  the  bank  that  all  the  profits  arising  from  these  transactions  placed  in 
these  accounts  were  in  reality  funds  of  the  bank  and  that  they  would  ultimately 
be  transferred  to  a  proflt-and-loss  or  some  similar  account  in  the  bank? 

To  which  Mr.  Glover  replied :  "  Absolutely  no."  Mr.  Glover  then 
added : 

Many  of  the  directors  had  no  knowledge  whatever  of  the  character  of  this 
account  at  all. 

As  an  example  of  Mr.  Glover's  contradictory  statements  I  ask 
now  vour  attention  to  the  following  extract  from  a  letter  which  he, 
jointly  with  Messrs.  W.  J.  and  H.  H.  Flather  addressed  to  the 
directors  of  the  Riggs  National  Bank  on  June  18, 1914.  In  referring 
to  his  explanation  of  the  Glover  &  Flather  and  Flather  &  Flather 
accounts,  Mr.  Glover,  in  that  letter,  said  to  his  directors : 

These  facts  are  each  and  all  doubtless  perfectly  well  known  to  you.    *     *     • 

On  page  306  of  these  hearings  Mr.  Jesse  Adkins,  former  Assistant 
United  States  Attorney  General,  who  was  of  counsel  in  the  Riggs 
equity  case,  explained  briefly  and  in  the  following  language  the 
character  of  the  Glover  &  Flather  and  Flather  &  Flather  accounts : 

It  was  brought  about  by  transactions  which,  at  the  time  it  was  organized, 
were  declared  Ulegal  or  ultra  vires  as  to  a  national  bank.  They  were  trans- 
actions which  a  national  bank,  ea  a  national  bank,  could  not  legally  do.  Let  me 
give  you  the  history  of  that  account.  The  accounts  were  carried  on  in  aU 
sorts  of  ways  for  a  period  of  18  years.  The  money  always  got  back  to  the  bank. 
These  officers  said :  "  If  you  ask  us,  we  say  we  have  a  legal  right  to  the  money, 
but  we  say  we  do  not  propose  to  tuke  it.  The  bank  is  going  to  get  it;"  and 
the  bank  always  did  get  it.  They  were  in  a  quandary  there.  If  they  said 
that  the  money  was  the  money  of  the  bank,  then  it  meant  that  the  bank 
throughout  its  existence  had  been  violating  the  law,  and  they  admitted  that 
it  violated  the  law.  If  they  said  that  it  was  their  money,  the  money  of  Flather 
&  Flather,  and  they  proposed  to  keep  it,  then  they  had  this  situation:  They 
made  far  more  than  $50,000.  Here  was  money  that  was  made  by  the  officers 
of  the  bank  in  banking  hours  by  the  use  of  the  bank  funds,  bank  books,  and 
bank  clerks  without  a  dollar  of  expense  to  themselves.  There  was  on  hand 
at  that  time  about  $50,000. 

If  they  said,  "  This  is  ours  and  we  are  going  to  keep  it  ourselves,"  that  was 
not  a  very  nice  position  to  take. 

Senator  Qronna.  Do  you  mean  to  say  that  it  used  the  bank's  funds  in  that 
way? 

Mr.  Adki\s.  They  would  use  the  bank's  credit  In  buying  stocks  that  they 
bought. 

Senator  Gbonna.  But  you  just  stated  that  they  were  using  the  bank's  funds. 

Mr.  Adkins.  Yes,  sir ;  they  were  using  the  bank's  funds ;  and  if  they  "did  not 
have  enough  money  to  the  credit 

Mr.  Chairman.  Are  you  quoting  now  from  the  affidavit? 

Mr.  Adkins.  Yes,  sir ;  I  am  telling  you  the  substance  of  the  affidavits. 

As  former  Examiner  Reeves  has  been  so  frequently  quoted  by 
Mr.  Hogan  in  justification  of  the  irregular  Glover  &  Flather  and 
Flather  &  Flather  accounts  and  the  brokerage  business  transacted 
through  those  accounts,  I  think  it  proper  to  include  the  following 
statement,  taken  from  the  regular  report  of  that  bank  examiner, 
Owen  T.  Reeves,  date,  May  31,  1910: 

As  many  times  stated  by  this  examiner,  the  system  of  keeping  the  books 
and  accounts,  especially  the  method  of  handling  the  collateral  loans,  Is  old* 
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fashioned  and  sloppy.  For  a  large  and  flourishing  bank  it  lacks  all  the  features 
of  system  employed  in  well-managed  city  banks.  As  previously  reported, 
the  officers  of  this  bank  do  a  commission  and  brokerage  business.  President 
Glover  and  Vice  President  Flather  are  members  of  the  local  stock  exchange. 
Commissions  received  on  purchase  or  sale  of  securities  for  customers  is  de- 
posited to  account  "  C.  C.  Glover  &  W.  J.  Flather,"  which  at  this  time  shows 
credit  balance  of  $87.68.  Commissions  obtained  through  the  placing  and  col- 
lection of  real-estate  loans  Is  credited  deposit  account  "  W.  J.  &  H.  H.  Flather," 
which  at  this  time  shows  credit  balance  of  $668.17.  At  Intervals  these  officials 
make  the  bank  a  present  of  these  earnings,  or  invest  it  by  purchasing  real- 
estate  notes.  I  have  reported  this  practice  In  reports  of  my  examinations  more 
as  a  matter  of  record  as  I  have  been  told  the  matter  was  taken  up  and  thrashed 
out  with  the  comptroller  several  years  before  I  arrived  on  the  scene,  and  criti- 
cism in  this  regard  ceased. 

This  extract  from  the  report  of  Examiner  Beeves,  who  has  been  so 
frequently  appealed  to  by  th*  Riggs  attorney,  brings  out  two  special 
points :  First,  that  the  funds  accumulated  in  these  two  accounts  were 
used  for  "  purchasing  real  estate  notes,"  which  the  bank  itself  could 
not  legally  invest  in,  and,  second,  the  examiner  refers  to  the  method 
in  vogue  as  merely  one  in  which  he  had  acquiesced  after  having  "  been 
told  "that  it  had  been  thrashed  out  with  the  comptroller  several  years 
before  he  arrived  on  the  scene  and  that  thereafter,  as  to  these  irregular 
transactions,  in  the  language  of  Examiner  Beeves,  "  criticism  in  this 
regard  ceased." 

In  the  following  report,  November  28, 1910,  by  the  same  examiner, 
Owen  T.  Reeves,  the  examiner  made  this  statement  as  to  these  trans- 
actions: 

A  commission  and  brokerage  business  is  carried  on  by  President  Glover  and 
Vice  President  Flather,  who  are  members  of  the  local  stock  exchange,  and  com- 
missions are  credited  to  deposit  account  "G.  C.  Glover  and  W.  J.  Flather." 
Commissions  received  through  the  placing  and  collection  of  real  estate  loans  is 
credited  to  deposit  account  "  W.  J.  and  H.  H.  Flather."  At  intervals  the  bal- 
ances in  both  the  accounts  are  wiped  out  by  investments  in  real  estate  notes, 
which,  I  understand,  are  regarded  as  property  of  the  bank  not  shown  by  the 
books  (previously  reported). 

Mr.  Hogan  took  pains  to  enlarge  upon  the  fact  that  President  Lin- 
coln at  one  time  kept  an  account  with  the  old  banking  firm  of  Biggs 
&  Co.,  but  he  omitted  to  state  that  that  was  before  any  of  the  present 
officers  were  connected  with  the  bank,  and  is  it  not  fair  to  assume  that 
if  the  martyred  President  should  have  been  alive  in  1915  he  would 
have  been  moved  by  the  same  considerations  which  impelled  Justice 
McCoy,  of  the  Supreme  Court,  to  declare  in  his  opinion : 

It  seems  to  me,  on  the  record  that  is  here  before  me  now,  that  the  Government 
officials  would  have  been  remiss  if  they  had  consented  to  permit  the  (Riggs) 
bank  to  act  as  agent  for  a  new  applicant  bank,  because  *  *  *  there  is  evi- 
dence here  of  persistent  violations  of  the  law,  and  that  they  began  not  with 
Mr.  Williams's  incumbency  of  the  office,  *  *  •  but  they  began  before  he 
came  there,  and  there  Is  evidence  that  they  are  continuing  until  this  day. 

Mr.  Hogan,  taking  as  his  text  an  obvious  typographical  error  made 
on  page  687  of  these  hearings,  consumes  five  typewritten  pages  of  the 
stenographic  report  in  a  malicious  and  wholly  unwarranted  attack. 
I  ask  permission  to  insert  into  this  record  here  the  following  extract 
from  my  letter  of  September  15  to  the  chairman  of  this  committee 
explaining  fully  and  completely  the  incident  which  Mr.  Hogan  so 
distorts  and  misstates.    In  that  letter  I  said : 

I  respectfully  call  your  attention  to  the  fact  that  this  printer's  proof  which  I 
have  now  corrected  is  the  first  that  I  have  corrected  during  the  entire  hearings. 
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There  have  been  a  number  of  Inaccuracies  in  the  printed  reports  which  hare 
been  furnished  me,  but  I  understood  from  the  secretary  of  the  committee,  Mr. 
Sault,  in  July,  that  only  a  very  limited  number  of  the  reports  in  detached  parts 
were  being  printed  and  that  there  might  be  an  opportunity  to  make  corrections 
before  the  testimony  should  be  put  together  in  permanent  form,  and  I  have  as- 
sumed that  I  would  have  opportunity  to  call  attention  to  obvious  typographical 
or  stenographic  errors  and  omissions  before  this  was  done.  Some  of  the  errors 
have  been  so  patent  that  I  did  not  think  it  worth  while  to  take  up  the  time  of 
the  committee  by  calling  their  attention  to  it ;  but,  as  Mr.  Hogan  has  seen  fit  to 
seize  upon  a  mistake  of  the  stenographer  to  indulge  in  a  bitter  criticism  which 
was  utterly  unwarranted  by  the  facts,  I  now  ask  formally  if  I  shall  have  the 
privilege  of  having  the  testimony,  so  far  as  given  by  myself,  corrected  where 
mistakes  have  been  made  by  the  stenographer  or  printer? 

In  his  testimony  before  your  committee  on  the  4th  instant,  Mr.  Hogan  claimed 
that  the  stenographer  had  made  certain  mistakes,  and  in  that  connection  said : 

"Mr.  Chairman,  may  I  first  say  that  evidently,  through  one  of  those  steno- 
graphic mistakes  which  all  reporters,  even  the*  best,  make,  the  word  *  my  '  seems 
to  be  used*  according  to  Mr.  Williams's  quotation  from  the  proceedings  here 
day  before  yesterday.  I  did  not  ask  that  these  documents  be  submitted  to  me 
for  my  use.  The  word  I  used  was — submit  the  documents  to  the  committee  for 
4  its  •  use.M 

But  he  undertook  later  on  to  make  another  mistake  of  the  stenographer  tb<» 
basis,  as  I  have  stated,  of  malicious  criticism  of  me. 

On  page  686  of  the  hearings,  after  presenting  testimony  given  by  Henry  H. 
Flather,  cashier  of  the  bank,  before  National  Bank  Examiner  Smith  in  regard 
to  the  $26,400  ••  dummy"  loan  which  Flather  was  carrying  in  the  name  of 
B.  L.  Nevlus,  jr.,  under  date  of  August  22,  1911,  I  said : 

"  I  will  say  that  Mr.  H.  H.  Flather,  In  addition  to  those  indirect  loans,  was 
borrowing  large  sums  consistently,  steacllly,  right  along  from  the  bank  on 
various  highly  speculative  securities.  He  was  cashier  of  the  bank  meanwhile, 
and  had  a  private  wire  right  at  his  desk  connecting  with  the  stock  brokerage 
offices." 

Senator  Gbonna  asked:  "What  was  that  collateral?" 

I  replied :  "  That  has  been  referred  to,  I  think,  once  or  twice.  I  think  it  was, 
Mr.  Chairman,  Mr.  H.  H.  Flather's  loan,  where  five  or  six  stocks  were  read  out, 
some  of  them  selling  as  low  as  1  cent  on  the  dollar,  others  at  11  cents  on  the 
dollar,  others  at  9  cents  on  the  dollar,  and  others  as  high  as  18.  But  they  were 
very  speculative  stocks.  I  think  I  recall  among  them  Rock  Island  preferred 
and  common,  Missouri  Pacific,  and  other  things.  I  think  the  record  shows  the 
list." 

Senator  Gronna  asked :  "  Were  they  put  up  at  par  or  put  up  nt  their  actual 
value?" 

The  record,  as  it  stands,  reads  thus: 

"  Mr.  Williams.  The  stocks  that  sold  at  1  were  put  up  at  par." 

That  record,  Mr»  Chairman,  is  an  obvious  and  patent  mistake  of  the  stenog- 
rapher, and  I  am  not  willing  to  believe  that  Mr.  Hogan  himself,  when  he 
garbled  and  criticized  it  as  he  did,  believed  that  I  had  been  correctly  quoted 
by  the  stenographer.  If  he  did,  he  has  less  Intelligence  than  I  supposed. 
Senator  Gronna's  commendable  purpose  in  asking  his  question  was,  I  of  course 
assume,  to  make  the  record  perfectly  clear  on  that  point,  so  that  no  one 
could  pretend  to  suppose  that  I  had  suggested  that  any  bank  in  the  United 
States  was  loaning  at  par,  or  at  100  cents  on  the  dollar,  on  a  stock  that  was 
selling  at  1  cent  on  the  dollar.  To  make  such  a  loan  is  something  that  would 
only  be  done  by  an  insane  person,  for  any  banker  with  normal  intelligence,  even 
though  he  should  have  criminal  instincts,  would  forbear  to  make  such  trans- 
actions which  would  subject  him  not  only  to  the  severest  censure  and  liability, 
but  would  raise  a  question  as  to  his  sanity.  The  par  value  of  the  950  shares 
of  Rock  Island,  Missouri  Pacific,  St.  Louis  &  San  Francisco,  and  Inter-Conti- 
nental Rubber  stock  on  Cashier  Flather's  loan  was  $95,000;  their  market 
value  only  $5,525.  At  this  point  I  direct  your  attention  to  my  letter  addressed 
to  the  president  of  the  Riggs  Bank  pn  July  22, 1914,  in  which  I  pointed  out  that 
the  bonds  and  stocks  on  Cashier  Flather's  loan  were  barely  sufficient  to  cover 
the  loan,  leaving  practically  no  margin  whatsoever  to  protect  the  bank.  I 
said  in  that  letter: 

In  speaking  of  the  loans  made  to  the  cashier  of  your  bank,  aggregating 
$03,500,  you  declare  that  these  loans  "  were  secured  by  high-class,  marketable 
local  and  out-of-town  stocks  and  bonds,  having  a  market  value  of  $70,000/ 


« 


NOMINATION  OF  JOHN  SKBLTON  WILLIAMS.  1025 

although  at  to-day's  prices  they  barely  cover  the  loan.    Among  the  "  high-class, 
marketable  local  and  out-of-town  stock  and  bonds,"  I  note  the  following : 

200  shares  St.  Louis  &  San  Francisco  preferred  stock 4 

100  shares  Hock   Island   Railroad   preferred   stock 1* 

100  shares  Rock  Island  Railroad  common  stock 1 

200  shares  Missouri  Pacific  Railroad  stock 9$ 

200  shares  Inspiration  Consolidated  Copper  stock 18 

850  shares  Inter-Continental  Rubber  stock 7$ 

A  banker  would  lend  $10,000  without  collateral  rather  than  make  a  loan  for 
$10,000  on  100  shares  of  stock  with  a  par  value  of  100  which  might  be  selling 
at  1  and  worth  only  $100. 

In  the  printed  testimony  the  seventh  line  from  the  top  of  page  687  of  the 
hearings  reads  thus: 

"  Mr.  Williams.  I  have  no  doubt  they  were." 

The  word  "  doubt M  is  incorrect ;  the  word  that  I  evidently  used  was  "idea" — 
the  stenographic  symbols  being  somewhat  alike — and  the  sentence  should  read : 
.    " I  have  no  idea  they  were." 

The  next  sentence  in  the  same  line  of  the  stenographic  report  reads  thus: 
"  They  were  lending  on  stocks  of  a  highly  speculative  character  at  par."  The 
word  "  par  "  is  incorrect.  I  never  made  that  statement.  The  line  should  have 
been: 

"They  were  lending  on  stocks  of  a  highly  speculative  character  in  part/ 

The  line  that  follows : 

"  Some  of  them  were  good.  I  'Jo  not  know  how  the  loans  run  for  a  period 
of  years ;  how  far  they  were  adequately  margined.  It  was  with  a  view  to  get- 
ting this  Information,  as  to  how  much  the  bank  had  been  lending  to  its  officers 
on  inadequate  margins,  that  I  asked  for  this  report." 

My  statement  from  which  I  quoted  above  was  made  before  the  committee 
on  July  28,  1919.  At  the  meeting  of  the  committee  on  July  10,  1919,  the  wit- 
ness, Hogan,  had  read  into  the  record  the  following  statements: 

"  The  loans  of  Henry  H.  Flather,  the  cashier  of  this  bank,  on  May  18,  1914. 
aggregated  $63,500,  and  were  secured  by  high-class,  marketable  local  and  out- 
of-town  stocks  and  bonds  having  a  market  value  of  $70,000,  as  follows : 

"  One  hundred  shares  Security  Storage  stock ;  05  shares  Southern  Railway 
preferred  stock;  12  shares  Norfolk  &  Washington  Steamboat  Co.  stock;  150 
shares  Washington  Railway  &  Electric  preferred  stock ;  200  shares  Inspiration 
Consolidated  Copper  stock;  $20,000  Wabash  first  and  extended  4's;  350  shares 
Intercontinental  Rubber  stock ;  200  shares  Missouri  Pacific  Railroad  stock ;  50 
shares  People's  Gaslight  Co.  of  Chicago  stock:  10  shares  American  Car  & 
Foundry  preferred  stock;  100  shares  Rock  Island  preferred  stock;  100  shares 
Rock  Island  Railroad  common  stock;  200  shares  St.  lx>uis  &  San  Francisco 
preferred  stock." 

In  my  statement  above  quoted  in  answer  to  Senator  Gronna's  inquiry, 
"What  was  that  collateral?"  I  had  subsequently  referred  to  the  record  which 
stated  the  collateral.    I  had  said  to  the  committee: 

"That  has  been  referred  to  once  or  twice,"  and  the  record  contained  the 
full  list  of  the  collateral,  and  I  added : 

"  I  think  it  was,  Mr.  Chairman,  Mr.  H.  H.  Flather's  loan,  where  five  or 
six  stocks  were  read  out,  some  of  them  selling  as  low  as  1  cent  on  the  dollar, 
others  at  1}  cents  on  the  dollar,  others  at  9  cents  on  the  dollar,  and  others 
as  high  as  18.  But  they  were  very  speculative  stocks.  I  think  I  recall  among 
them  Rock  Island  preferred  and  common,  Missouri  Pacific,  and  other  things. 
I  think  the  record  shows  the  list." 

There  was  another  direct  reference  to  the  record  which  gave  the  full  list  and 
to  which  the  committee  could  readily  refer,  although  I  did  not  have  before  me 
at  the  time  that  list,  and  was  speaking  from  recollection,  but  my  recollection  is 
shown  by  the  record  itself  to  have  been  correct.  Of  the  Rock  Island  preferred 
stock  at  the  time  of  the  last  examination  before  the  controversy,  May,  1914, 
there  was  on  the  loan  100  shares.  Among  other  securities  on  H.  H.  Flather's 
loan  were  100  shares  of.  Rock  Island  common ;  and  200  shares  of  Missouri 
Pacific,  just  as  I  stated  to  your  committee,  and  these  securities  were  almost 
valueless  and  had  shriveled  up  in  a  comparatively  brief  period,  thus  proving 
their  highly  speculative  character.  Mr.  Hogan,  in  quoting  me  in  referring  to 
these  stocks,  had  deliberately  garbled  my  statement  and  he  had  suppressed 
the  market  prices  of  the  five  stocks,  although  pretending  to  give  your  com- 
mittee a  correct  quotation  from  my  letter,  page  73  of  the  hearings. 
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My  purpose  in  calling  this  to  the  attention  of  the  committee  on  July  28,  was 
to  give  the  real  market  value  of  the  stocks  which  Mr.  Hogan  had  evidently 
been  ashamed  to  print  and  to  direct  your  attention  to  his  unfair  suppression. 
I  had  stated  quite  correctly  that  some  of  the  stocks  on  Cashier  Flather's  loan 
were  "  selling  as  low  as  1  cent  on  the  dollar,  others  at  1}  cents  on  the  dollar, 
others  at  9  cents  on  the  dollar,  and  others  as  high  as  18." 

Mr.  Hogan  falsely  charges  that,  In  giving  the  quotation  of  "  18  "  for  one  of 
the  stocks,  which  it  appears  was  a  copper  mining  stock,  I  had  endeavored  to 
convey  the  Impression  that  that  was  a  stock  with  a  par  value  of  100  selling 
at  18.  As  a  matter  of  fact  I  had  no  idea  what  the  par  value  of  that  mining 
stock  was  or  is,  having  never  bought,  sold,  or  owned  a  share  of  It,  or  made  in- 
quiry on  that  point  In  regard  to  it.  My  statement  that  the  collateral  included 
this  mining  stock  at  a  marked  price  of  "  18  "  was  wholly  correct  and  gave  no 
ground  for  honest  criticism. 

Mr.  Hogan  prints  in  the  record  a  copy  of  the  Riggs  Bank  letter  to 
the  comptroller  of  February  1,  1915.  I  ask  permission  to  enter  in 
the  record  Deputy  Comptroller  Kane's  reply  of  February  11,  1915, 
to  the  Riggs  Bank,  as  follows : 

Treasury  Department, 
Comptroller  of  the  Currency, 

MTa8hingtonf  February  It,  1915. 
The  Riggs  National  Bank, 

Washington,  D.  C. 

Sirs:  On  the  22d  ultimo  this  office  requested  you  to  prepare  and  furnish 
within  10  days,  under  the  penalties  provided  in  sections  5211  and  5213,  Revised 
Statutes,  a  statement  or  report  showing : 

"  First.  All  direct  loans  made  by  the  Riggs  National  Bank  since  its  organi- 
zation, either  severally  or  jointly,  to  Charles  C.  Qlover,  W.  J.  Flather,  M.  B. 
Ailes,  H.  H.  Flather,  Joshua  Evans,  jr.,  or  any  of  them,  and  to  members  of  the 
resistive  families  of  the  above-named,  giving  a  full  description  of  the  notes 
and  the  collateral,  if  any,  by  which  said  loans  were  secured. 

"  Second.  All  indirect  or  *  dummy '  or  concealed  loans  made  by  the  Riggs  Na- 
tional Bank  since  its  organization  for  the  benefit  (directly  or  indirectly)  of  the 
Individuals  named  above,  or  any  of  them,  including  all  loans  which  C.  C.  Glover, 
YV.  J.  Fluther,  H.  H.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  jr.,  or  any  of  them, 
indorsed  or  for  which  they  furnished  the  whole  or  any  portion  of  the  collateral 
by  which  loans  to  others  were  secured,  and  including  all  loans  made  in  the  name 
or  names  of  others,  the  whole  or  a  portion  of  the  proceeds  of  which  were  turned 
over  to  the  said  Glover,  Ailes.  W\  J.  Flather,  H.  H.  Flather,  Joshua  Evans,  Jr., 
or  any  of  them ;  giving  a  full  description  of  all  notes  and  of  the  collateral,  If 
any,  by  which  they  were  secured ;  also  showing  what  portions  of  the  proceeds  of 
said  notes  were  received  by  or  credited,  respectively,  to  the  said  Glover,  W.  J. 
Flather,  H.  H.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  jr.;  and  also  showing 
clearly  the  ownership  at  the  time  of  the  making  of  the  said  loans  of  the  collat- 
eral securing  them,  in  each  case." 

This  office  has  received  a  letter  from  you  dated  February  1,  1915,  in  which 
you  claim  that  the  loans  heretofore  made  to  its  officers  by  the  Riggs  National 
Bank  have  now  been  paid,  and  that  the  only  loan  to  any  member  of  the  respec- 
tive families  of  the  officers  named  is  a  certain  loan  to  the  wife  of  your  cashier. 

You  also  say : 

"  Replying  to  your  second  request,  we  beg  to  say  that  this  bank  has  ncrer 
made  any  '  dummy  '  or  *  concealed  *  loans  to  any  of  the  officers  named,    *     *    *. 

This  office  has  Information  which  indicates  to  the  contrary. 

You  say,  referring  to  letter  from  the  comptroller's  office  of  the  22d  ultimo : 

"As  the  statement  which  you  request  would  require  an  examination  of  all  the 
hooks  of  this  bank  during  the  18  years  of  its  existence,  thus  entailing  serious  loss 
of  time  and  diverting  the  attention  of  our  officers  and  employees  fr,om  our  current 
business,  and  as  it  could  not,  except  as  to  the  loan  to  Mrs.  Emma  A.  Flather,  a 
full  report  of  which  we  have  given  you  above,  possibly  add  anything  to  your 
full  and  complete  knowledge  of  the  condition  of  this  bank,  for  which  purpose 
only  section  5211  authorizes  you  to  call  for  a  special  report,  we  decline  to  fur- 
nish It" 

It  is  with  regret,  although  not  with  surprise,  that  the  comptroller  notes  your 
official  admission  that  the  preparation  of  a  statement  showing  the  borrowings 


NOMINATION  OF  JOHN  SKBLTON  WH^LIAMS.  1027 

from  the  Rlggs  National  Bank  of  Its  own  officers — its  president,  its  two  vice 
presidents,  its  cashier,  and  Its  assistant  cashier — would  be  a  task  of  such  large 
dimensions  as  would  "  entail  serious  loss  of  time  and  diverting  the  attention  of 
our"  (your)  "officers  and  employees  from  our"  (your)  "current  business." 

The  comptroller  desires  me  to  notify  you  that  for  your  refusal  to  furnish  to  this 
office  the  report  called  for  in  the  letter  from  the  Comptroller  of  the  Currency 
of  the  22d  ultimo  you  are  liable  for  a  continuing  penalty  of  $100  per  day,  as  set 
forth  in  the  letter  of  the  22d  ultimo,  above  referred  to,  in  accordance  with  sec- 
tions 5211  and  5213  of  the  Revised  Statutes. 
Respectfully, 

T.  P.  Kane,  Acting  Comptroller. 

To  illustrate  the  unusual  and  excessive  extent  to  which  the  officers 
of  the  Biggs  National  Bank  were  borrowing  for  their  private  pur- 
poses the  funds  of  the  bank  it  is  interesting  to  note  that  such  loans  in 
that  bank  at  the  time  of  the  examination  made  by  Examiner  Hann 
in  May,  1913  (the  same  report  which  has  been  so  commended  by  Mr. 
Hogan)  amounted  to  more  than  the  aggregate  of  all  loans  made  to  all 
their  officers  by  all  the  national  banks  in  either  the  cities  of  Chicago 
or  St.  Louis,  as  shown  by  the  official  reports  of  June  last.  They  also 
amounted  to  more  than  the  aggregate  of  all  loans  made  by  all  the 
national  banks  to  their  own  officers  at  the  time  of  the  June  call  in  any 
of  the  following  cities:  Minneapolis,  St.  Paul,  Buffalo,  Louisville, 
Portand,  Seattle,  or  Detroit 

In  the  letter  of  February  1,  1915,  the  Riggs  Bank  officials  made 
tinder  oath  the  following  statement : 

We  beg  to  say  that  this  bank  has  never  made  any  "  dummy  "'or  "  concealed ,r 
loans  to  any  of  the  officers  named ;  and  we  beg  further  to  say  that  there  was 
not  when  your  examiners  conducted  their  last  examination  into  the  affairs  of 
this  bank,  had  not  been  for  several  months  prior  thereto,  has  not  been  since 
then,  and  is  not  now,  any  loan  in  this  bank  made  for  the  benefit  of  either  of 
the  officers  you  name,  or  indorsed  by  any  of  them,  or  for  which  they  furnished 
the  whole  or  any  portion  of  the  collateral,  or  of  which  they  received  the  whole 
or  any  portion  of  the  proceeds. 

This  record  contains  abundant  proof  of  the  falsity  of  that  state- 
ment and  of  the  confession  by  t£e  bank's  officers  also  under  oath 
that  they  had  been  the  beneficiaries  of  and  had  owned  the  collateral 
pledged  to  secure  various  "  dummy  "  or  "  concealed  "  loans,  and  on 
page  694  of  these  hearings  Mr.  Nevius,  one  of  those  used  as  "  dummy  " 
for  President  Glover,  in  response  to  a  request  from  the  examiner  as  to 
the  frequency  of  these  "  dummy  "  or  "  concealed  "  loans  is  shown  to 
have  said : 

We  have  had  these  records  of  loans  of  that  sort  carried  from  one  book  to 
another  for  a  good  many  years.    I  have  been  here  17  years. 

The  Supreme  Court  of  the  District  in  regard  to  these  "  dummy  n 
loans  has  said : 

It  is  perfectly  obvious  that  as  to  concealed  loans  made  for  the  benefit  of  the 
officers  of  the  bank  no  iwssible  limit  to  the  scope  of  an  Inquiry  by  the  comp- 
troller should  be  reasonably  suggested. 

Commenting  upon  this  situation  Mr.  Hogan  lightly  pooh-poohs 
Justice  McCoy's  decision,  and  declared  to  your  committee :  "  I  do  not. 
care  what  judge  says  that  he  was  acting  within  his  legal  power  when 
deciding  any  nisi  prius,  a  preliminary  motion,"  etc.  This  is  his 
language  in  referring  to  the  decision  of  the  Supreme  Court  of  the 
District. 
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Only  because  of  your  warning  that  I  should  take  pains  to  deny 
specifically  Mr.  Hogan's  numerous  false  allegations  do  I  take  the 
time  to  deny  and  denounce  as  untrue  Mr.  Hogan's  next  succeeding 
statement  in  which  he  declared  that  I  told  you  "  that  any  bank  that 
goes  to  a  court  for  a  legal  interpretation  of  Mr.  Williams's  power 
when  there  is  a  difference  of  opinion  between  the  bank  and  the 
comptroller  must  and  should  forfeit  its  charter,"  and  "that  the 
going  into  a  court  of  the  land  constitutes  a  defiance  of  the  comp- 
troller."   The  record  shows  that  no  such  statement  was  made  by  me. 

In  his  testimony  Mr.  Hogan  places  much  emphasis  upon  the  fact 
that  among  the  stocks  upon  which  the  bank  was  lending,  mining 
stocks  figured  at  only  $289,000.  He  refrains,  however,  from  going 
further  into  that  list,  which  showed  in  addition  to  $289,000  of  mining 
stocks  held  as  collateral  there  were  $325,000  of  oil  stocks  also  held, 
and  the  value  of  the  industrial  and  miscellaneous  stocks  was  stated 
by  the  bank  under  oath  to  have  been  $4,561,374,  against  Government 
bonds  held  as  collateral  amounting  to  only  $16,678,  and  State  and 
municipal  bonds  only  $88,118. 

Mr.  Hogan  in  his  testimony  resents  the  statement  made  by  me 
which  he  quotes,  that  a  certain  loan  which  had  been  in  the  bank 
many  years  and  had  been  criticized  by  seven  national  bank  examiners, 
had  been  secured  "By  miscellaneous  stocks  and  securities  of  ques- 
tionable value."  The  list  of  securities  which  he  read  abundantly 
proves  their  "questionable"  character,  but  the  inadequacy  of  that 
collateral  is  sufficiently  proven  by  the  fact  that  the  bank  sustained 
and  charged  off,  as  Mr.  Hogan  will  admit,  a  loss  of  about  $29,468  on 
that  very  loan. 

Mr.  Hogan  then  devotes  many  pages  in  the  stenographic  typewritten 
report  of  his  testimony  of  September  5  to  a  labored  but  impossible 
attempt  to  explain  the  many  contradictory  statements  which  the  bank's 
officials  are  shown  to  have  made  in  connection  with  the  so-called 
"Crocker  bond  transaction."  The  record  in  this  case  abundantly 
proves  (pp.  670-682)  the  falsity  of  Mr.  Hogan's  claim  that  die  Riggs 
Bank  "  assumed  no  liability  "  in  connection  with  the  $1,500,000  of 
Government  bonds  purchased  and  held  on  joint  account  with  the 
National  City  Batik  of  New  York.  I  will  not  weary  you  with  further 
details  as  to  this  transaction,  but  respectfully  refer  you  to  my  testi- 
mony of  this  subject  already  given  and  corroborated  by  documentary 
evidence.  The  falsity  of  Mr.  Hogan's  statements  is  also  shown  by 
the  testimony  given  by  former  Assistant  Attorney  General  Adkins 
(pp.  318-319  of  these  hearings).  I  ask  attention  to  the  following 
excerpt  from  Mr.  Adkins's  testimony : 

It  Is  perfectly  apparent  from  the  correspondence  that  the  transaction  was  one 
between  the  banks,  and  It  was  not  one  by  Mr.  Ailes  or  Mr.  Flather  or  anybody 
else  as  an  individual,  and  that  the  Riggs  National  Bank  was  entitled  to  one-half 
the  profits  and  was  subject  to  one-half  the  losses,  if  there  might  be  any.  For- 
tunately, there  were  no  losses.  But  there  was  this  very  substantial  profit  of 
$56\000,  and  that  went  into  the  Glover  and  Flather  account,  and  finally  found 
its  way  into  the  profits  of  the  bank. 

Senator  Gronna.  There  seems  to  be  no  disagreement  between  you  and  Mr. 
Hogan  on  that,  if  I  read  this  testimony  correctly. 

Mr.  Adkins.  Mr.  Hogan's  contention  is  that  that  account  belonged  entirely  to 
Glover  and  Flather  and  Flather  and  Flather  and  the  money  in  it  He  said 
legally  it  is  theirs.  I  call  your  attention  to  the  Crocker  National  Bank  transac- 
tion, where  $56,000  which  the  National  City  Bank  had  credited  to  the  account  of 
the  Riggs  Bank  had  gone  into  this  account,  and  say  that  Mr.  Hogan  was  wrong, 
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as  a  matter  of  law,  in  contending  that  a  single  dollar  of  either  the  Glover  and 
Flather  account  or  the  Flather  and  Flather  account  belonged  to  the  individuals. 
I  say  that  in  equity  and  law  it  belonged  to  the  bank,  always  did  belong  to  the 
bank ;  that  it  arose  out  of  business  carried  on  by  the  officers  of  the  bank  in  this 
way  in  order  to  get  around  the  provisions  of  the  national-bank  law  which  forbade 
the  doing  of  that  business. 

Senator  Gronna.  They  are  doing  this,  of  course,  in  order  to  get  around  the 
law  prohibiting  national  banks  from  doing  a  real  estate  business.  That  is 
why  they  are  doing  it? 

The  Chairman.  Were  doing  it,  you  mean.  Senator.  They  are  not  doing  it 
now. 

Mr.  Adkins.  No  ;  they  have  ceased  as  a  result  of  this  investigation  made  by 
the  comptroller. 

As  Mr.  Hogan  in  this  same  connection  unjustly  charges  me  with 
malice  toward  Mr.  Ailes  on  the  absurd  ground  that  Mr.  Ailes  had 
been  elected  a  director  in  a  railroad  corporation  contemporaneously 
with  my  retirement  from  the  road,  I  will  take  advantage  of  this 
occasion  to  place  in  the  record  the  following  excerpt  from  testimony 
given  by  this  same  Mr.  Ailes  in  this  same  connection  before  the 
Senate  committee  in  1914,  together  with  documentary  evidence  of  its 
falsity. 

JExcerpt  from  testimony  before  Committee  on  Banking  and  Cur- 
rency of  the  Senate,  re  nomination  John  Skelton  Williams  to  be 
Comptroller  of  the  Currency  and  ex  officio  member  Federal  Reserve 
Board,  January  15,  1914 : 

Mr.  Ailes.  The  bank  examiner  of  New  York  City,  Mr.  Starek,  has  been  to 
some  of  the  hanks  and  told  them  that  the  Seaboard  Line's  loans  were  question'': 
able.    Don't  you  think  that  this  Is  a  matter  of  Importance? 

Senator  Weeks.  It  may  be. 

Senator  Shafboth.  Was  he  requested  to  do  so  by  the  Secretary? 

Mr.  Aii.es.  I  do  not  know ;  but  Mr.  Rorebeck,  a  former  examiner,  told  me  lie 
lost  his  job  because  he  would  not  do  it. 

Acting  Comptroller  Kane  directed  the  following  letter  to  former 
Examiner  Rorebeck  on  January  26 : 

Mr.  E.  F.  Rorebeck, 

Vice  President  Metropolitan  Trust  Co., 

Neio  York,  N.  7. 

Dzaji  Mr.  Rorebeck  :  In  the  issue  of  the  Financier,  of  New  York,  dated  Janu- 
ary 24,  1914,  on  page  297  you  are  quoted  as  having  stated  to  Mr.  Alias  in  con- 
nection with  loans  by  New  York  City  banks  to  the  Seaboard  Air  Line  as  follows : 

"  Mr.  Ailes.  The  bank  examiner  of  New  York  City,  Mr.  Starek,  has  been  to 
some  of  the  banks  and  told  them  that  the  Seaboard  Lines,  loans  were  question- 
able.   Don't  you  think  that  is  a  matter  of  importance? 

"  Senator  Weeks.  It  may  be. 

14  Senator  Shafboth.  Was  he  requested  to  do  so  by  the  Secretary? 

"Mr.  Ailes.  I  do  not  know;  but  Mr.  Rorebeck,  a  former  examiner,  told  me 
he  lost  his  Job  because  he  would  not  do  it." 

I  wish  you  would  let  me  know  by  early  mail  whether  or  not  you  have  been 
correctly  quoted.    I  assume  that  you  have  not,  for  the  statement  is  certainly 
not  in  accordance  with  the  circumstances  that  led  to  your  resignation  as  a 
national-bank  examiner. 
Respectfully, 

T.  P.  Kane,  Acting  Comptroller. 

Mr.  Rorebeck  replied  on  January  27,  1914,  as  follows : 

Deab  Mb.  Kane  :  I  am  in  receipt  of  your  letter  of  the  26th  instant,  in  which 
you  quote  statement  of  Mr.  Ailes  before  the  Senate  committee,  in  which  he 
says  that  I  told  him  that  I  lost  my  position  as  national-bank  examiner  because 
I  would  not,  at  the  request  of  Mr.  Williams,  Assistant  Secretary  of  the  Treas- 
ury, criticize  loans  of  New  York  City  banks  on  the  Seaboard  AJr  Line  securi- 
ties, and  asking  me  to  let  you  know  whether  or  not  I  was  correctly  quoted. 
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I  certainly  was  not  correctly  quoted,  and  have  never  made  any  such  state- 
ment to  Mr.  Ailes  or  to  anybody  else.  I  have  been  repeatedly  called  upon  by 
newspaper  men  recently  to  make  some  statement  along  this  line  in  connection 
with  my  relations  to  the  new  administration,  and  I  have  repeatedly  informed 
these  people  that  I  had  no  statement  to  make  and  that  there  was  nothing  in 
the  rumors  that  I  had  personal  information  in  connection  with  my  former 
official  duties  whi<!h  would  in  any  way  reflect  on  Mr.  Williams. 
Respectfully, 

£.  F.  ROBEBBCK. 

Mr.  Hogan  says  that  in  1903  Secretary  Shaw  designated  the  Riggs 
National  Bank  as  a  Government  depository  and  that  later  on  he 
designated  "every  national  bank  in  the  District  of  Columbia  de- 
positories, so  there  would  be  a  fair  distribution  and  not  a  few 
banks  getting  it."  Mr.  Hogan's  ideas  of  a  fair  distribution  are 
peculiar,  for  Secretary  McAdoo,  in  his  affidavit  in  the  Biggs  equity 
case,  gives  the  following  facts  as  to  how  the  distribution  was  made 
during  those  years  succeeding  1903 : 

During  that  time  there  were  11  national  banks  in  the  city  of  Washington, 
and  the  deposits  of  the  plaintiff  bank  averaged  not  exceeding  39  per  cent  of 
the  total  average  deposits  of  said  national  banks.  The  total  deposits  of  Gov- 
ernment funds  in  all  of  the  remaining  national  banks  of  Washington  during 
said  period  averaged  approximately  $278,874. 

The  average  balance  of  Government  funds  on  deposit  with  the  plaintiff  bank 
(Riggs)  from  the  time  the  said  Ailes  became  connected  with  the  bank  in  April. 
1903,  until  March,  1907,  was  $2,018,957. 

Mr.  Hogan  next  refers  to  the  action  of  Mr.  Ailes  in  1903  in  sign- 
ing an  order  as  Assistant  Secretary  of  the  Treasury  for  the  transfer 
of  $2,900,000  of  Government  funds  from  the  Federal  Treasury  to 
the  Biggs  National  Bank  immediately  before  his  resignation  from 
the  Treasury  to  accept  the  vice  presidency  of  that  bank.  Mr.  Hogan 
seeks  paliation  by  claiming  that  of  this  $2,900,000 — 

Not  a  single  solitary  dollar  of  that  money  was  taken  out  of  the  Federal 
Treasury  at  that  time.  It  was  in  the  National  City  Bank  of  New  York  by 
which  Mr.  Ailes  was  also  going  to  be  employed. 

The  money  was  taken  from  the  Federal  Treasury ;  whether  it  was 
taken  from  the  Federal  Treasury  via  the  National  City  Bank  or  via 
some  other  bank  or  through  a  subtreasury  makes  no  difference,  and 
I  do  not  doubt  that  this  committee  fully  realizes  the  absurdity  of 
Mr.  Hogan's  claim  that  Government  balances  in  national  banks  are 
not  Treasury  funds. 

Mr.  Hogan  submits  excerpts^  from  communications  from  the  comp- 
troller to  the  Riggs  Bank  notifying  them  that  they  were  from  time 
to  time  incurring  penalties  at  the  rate  of  $100  per  day  for  omission 
to  furnish  special  reports  called  for,  or  that  they  were  liable  to  the 
imposition  of  penalties  for  omission  to  send  in  reports. 

The  record  is  perfectly  clear  that  only  upon  one  occasion  was  the 
bank  ever  notified  of  the  assessment  of  any  penalty,  and  that  occa- 
sion was  their  refusal  to  furnish  information  with  regard  to 
"  dummy  "  and  other  loans  made  by  the  bank  to  the  bank's  officers 
and  their  families.  For  their  omission  to  furnish  that  information 
the  fine  of  $5,000  which  became  the  basis  of  the  suit  was  assessed. 
Mr.  Hogan's  claim  or  charge  that  penalties  aggregating  $160,000 
had  ever  been  imposed  or  assessed  is  a  deliberate  misstatement, 
wholly  without  justification.  At  the  hearing  on  September  5,  Sen- 
ator Newberry  developed  this  point  quite  clearly  and  asked  Mr. 
Hogan  plainly : 
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"Any  possibility  he  (the  comptroller)  said  'assessed'  instead  of 
* im posed V "  In  reply  Mr.  Hogan  had  to  state:  "Oh,  Senator, 
that  is  the — he  uses  now  the  word  assessed.  The  words  he  used 
were  *  accrued '  and  '  imposed '  and  when  he  came  to  get  the  $5,000 
he  used  the  word  '  assessed,'  and  now  he  says — and  that  is  what  has 
been  suggested  to  you  that  he  only  *  assessed '  the  penalty  once."  *  *  * 

The  chairman  asked  Mr.  Hogan :  "  Is  that  the  word  used  in  the 
statute — '  assessed  ? ' " 

Mr.  Hogan  again  was  forced  reluctantly  to  admit:  "Yes,  sir; 
shall  be  assessed,  shall  be  collected  when  assessed." 

To  which  the  chairman  replied :    "  I  assumed  it  was." 

That  ended  Mn  Hogan's  discussion  on  that  point  in  connection 
with  which  he  had  attempted  to  mislead  your  committee  into  believ- 
ing that  penalties  of  about  $160,000  had  ever  been  actually  assessed 
when  in  fact  the  only  penalty  ever  assessed  was  the  $5,000  penalty 
referred  to,  and  which  the  court's  opinion  said  could  have  been 
collected  from  the  bank  but  for  the  fact  that  in  calling  for  the  re- 
port (for  the  omission  to  furnish  which  that  fine  was  assessed)  the 
comptroller  had  directed  the  bank  to  have  the  report  signed  by 
president  "and"  cashier  and  certain  other  officers  instead  of  by 
president  "  or "  cashier  and  attested  by  at  least  three  directors,  as 
the  statute  provided. 

Mr.  Hogan  next  seeks  to  minimize  the  emphatic  declaration  of 
the  court  to  the  effect  that  if  there  had  been  any  malice  or  bad  blood 
shown  in  this  controversy  it  was  on  the  port  of  the  officers  of  the 
bank  and  not  on  the  part  of  the  Secretary  of  the  Treasury  or  the 
Comptroller  of  the  Currency.  Justice  McCoy's  declaration  on  this 
point  is  clear  and  positive. 

The  plain  facts  as  to  the  Riggs  equity  case  were  these : 

The  suit  was  instituted  by  the  Riggs  National  Bank,  and  that 
bank,  through  its  counsel,  filed  in  the  court  a  bill  of  complaint  com- 
prising some  86  legal-size  pages.  In  that  bill  the  bank  set  forth  at 
great  length  matters  relevant  and  irrelevant  to  the  issue  and  charged 
malice  and  conspiracy  to  injure  or  ruin  on  the  part  of  the  Secretary 
of  the  Treasury  and  the  Comptroller  of  the  Currency.  The  bank 
obviously  crowded  into  its  bill  of  complaint  all  matters  in  its  posses- 
sion or  which  it  could  get  hold  of  which  it  thought  might  aid  in 
showing  or  indicating  malice  on  the  part  of  the  Government  officials, 
and  the  bank's  attorneys  went  out  of  their  way  to  rake  the  record 
for  anything  of  this  land  they  could  possibly  find  or  misinterpret 
into  an  evidence  or  suggestion  of  hostility,  but.  with  this  bill  before 
the  court,  and  the  answer  and  affidavits  filed  by  the  defendants,  and 
after  long  and  elaborate  arguments  by  counsel  on  both  sides,  the 
court  gave  its  opinion  that  the  malice  was  the  other  way,  and — 

that  if  there  were  bad  blood — I  do  not  know  as  to  that — if  there  is  anything 
between  the  parties,  there  is  nothing  here  to  show  that  the  two  defendants — 
Secretary  of  the  Treasury  and  Comptroller  of  the  Currency — were  the  aggres- 
sors in  the  matter. 

The  bill  filed  by  the  bank  against  the  Treasury  officials  in  the 
equity  suit  seethed  with  invective  and  malicious  abuse.  The  court 
record  shows  that  at  the  very  opening  of  the  trial  Mr.  Untermyer 
was  moved  to  make  the  following  statement : 

I  doubt  whether  any  bill  has  ever  been  filed  in  this  court  that  contains  so 
much  of — I  was  about  to  say — invective. 
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Mr.  Hogan  replied: 

Do  not  hesitate,  Mr.  Untermyer,  to  say  anything. 

Mr.  Untebmter.  I  do  hesitate,  because  I  am  afraid  of  following  a  bad 
example.    But  of  course  the  officers  will  want  to  be  heard  on  all  the  allegations. 

The  Court.  There  will  be  every  opportunity  to  have  the  case  presented  fully. 
I  hope  it  will  not  take  more  than  one  day. 

The  case  was  fully  presented  and  took  not  one  day  but  the  argu- 
ments kept  up  for  practically  10  continuous  days,  and  at  the  conclu- 
sion, on  May  21,  the  judge  made  the  declaration  that: 

The  case,  such  as  it  is,  made  out  by  the  bill,  assuming  that  any  was  made  out 
by  the  bill  for  the  purpose  of  an  injunction,  has  been  met  overwhelmingly,  in  my 
opinion,  by  the  proofs  which  are  here  in  the  form  of  affidavits,  and  I  shall  deny 
that  relief  pending  the  action. 

In  his  testimony  on  September  5,  Mr.  Hogan  makes  the  following 
reckless  statement : 

There  was  never  a  time  in  the  entire  history  of  Riggs  when  there  was  more 
than  a  temporary  depreciation  in  the  reserve. 

The  official  figures  show  that  that  statement  is  wholly  false  and  con- 
tradicted by  the  official  records.  In  the  affidavit  of  the  Comptroller 
of  the  Currency,  printed  on  page  569  of  the  February  hearings  be- 
fore this  committee,  I  called  your  attention  to  the  following  state- 
ment: 

Practically  continuously  from  January,  1010,  to  January,  1914,  the  reports  of 
condition  filed  by  the  plaintiff  bank  with  the  comptroller  showed  a  shortage  in 
its  cash  reserve  averaging  more  than  $150,000,  the  shortage  June  4, 1913,  amount- 
ing to  $500,803.  Said  reports  also  show  throughout  the  said  period  a  further 
average  shortage  in  the  reserve  for  the  period  of  30  days  prior  to  the  date  of 
practically  every  report  of  condition  of  the  plaintiff  bank.  Attached  hereto, 
marked  Exhibit  D  and  made  part  hereof,  tables  showing  the  amount  and  per- 
centages of  said  deficiencies. 

That  statement  is  fully  supported  by  the  reports  of  the  national 
bank  examiners,  corroborated  by  detailed  tables. 

Please  refer  to  Table  "  D,"  page  592,  February  hearings.  Part  1 
of  that  table  was  prepared  in  accordance  with  the  method  of  calcu- 
lation always  used  in  computing  the  reserve  and  shows  that  from 
June  29, 1900,  to  March  4,  1915,  the  bank  was  short  in  its  reserve  at 
the  time  of  making  its  sworn  reports  of  condition  in  every  year  with 
the  sole  exception  of  1901  and  1905,  and  that  in  the  years  1910-1912 
and  1913  it  was  short  at  the  time  of  every  one  of  the  five  reports  made 
during  those  years. 

In  the  Table  D,  part  2,  page  592,  February  hearings,  showing  the 
percentage  of  average  reserve  carried  for  30  aays  prior  to  the  date  of 
the  reports  of  condition,  the  records  show  that  the  bank  had  been 
averaging  short  in  its  reserves  at  the  time  of  two  reports  of  condition 
in  1906 ;  two  in  1907,  one  in  1908,  three  in  1909 ;  five  in  1910 ;  five  in 
1911 ;  five  in  1912:  four  in  1913,  and  one  in  1914. 

The  shortages  shown  in  part  2,  Table  D,  are  taken  from  the  sworn 
reports  of  condition  made  by  the  Riggs  National  Bank  itself,  over  the 
signature  of  its  president  or  cashier  and  attested  by  its  directors. 

With  that  record  staring:  him  in  the  face,  Mr.  Hogan  brazenly 
seeks  to  deceive  your  committee  by  declaring  to  you : 

There  was  never  a  time  in  the  entire  history  of  Riggs  when  there  waa  more 
than  a  temporary  depreciation  in  the  reserves. 


NOMINATION   OF  JOHN   SKBLTON   WILLIAMS.  1033 

I  ask  your  attention  to  the  following  statement  made  before  you 
on  July  16  by  former  Assistant  Attorney  General  Adkins  on  the 
subject  of  the  Kiggs  Bank's  habitual  shortage  in  its  reserve : 

Another  violation  wns  Jn  connection  with  deficiencies  in  reserve,  and  this  was 
one  that  was  discussed  here  at  some  length  the  other  day,  I  believe.  Under 
the  sections  of  the  revised  statutes  a  national  bank  in  a  reserve  city — and  Wash- 
ington is  a  reserve  city — shall  maintain  a  cash  reserve  equal  to  25  per  cent 
of  its  total  cash  deposits.  One-half  of  that  reserve  must  be  in  cash  in  the  vaults 
of  the  bank,  and  the  other  half  may  be  deposited  In  national  banks  approved 
by  the  comptroller  situated  in  one  of  the  three  central  reserve  cities.  In  this 
respect  they  violated  the  law  almost  steadily.  Whenever  one  of  their  reports 
came  in  they  very  rarely  had  the  12|  per  cent  in  cash  in  their  vaults.  Some- 
times they  were  short  both  in  the  12|  per  cent  cash  and  the  124  per  cent  deposited 
in  other  banks.  Sonfet  trues  when  they  were  short  in  their  cash  they  were  over 
in  their  deposits  in  other  banks.  But  that  did  not  change  the  fact  that  they 
were  violating  the  law. 

The  comptroller  on  page  55  of  his  affidavit  gives  a  couple  of  tables  showing 
this  violation.  For  instance,  on  June  29,  1900  he  shows  a  shortage  in  the  cash 
reserve  of  forty*six  thousand  and  odd  dollars.  On  June  4,  1918,  he  shows  a 
shortage  in  the  cash  reserve  of  $600,000.  I  want  to  call  this  to  your  attention 
particularly  because  Mr.  Hogan  referred  to  it  as  one  of  the  half  truths  of 
which  he  said  the  comptroller  was  fond.  We  state  in  the  affidavit  that  they 
were  habitually  short  in  the  half  of  the  25  per  cent  which  was  required  to  be 
in  their  vaults  in  cash.  We  said  they  were  quite  frequently  short  In  the  other 
half  which  must  be  in  other  banks,  and  our  table  undertook  to  show  the 
shortage.  We  give  in  the  first  column  the  cash  shortages.  We  give  in  the 
second  column  the  agents*  shortage.  They  were  not  short  with  the  agents  nearly 
ho  often  as  they  were  with  the  cash. 

In  his  testimony  on  September  5  Mr.  Hogan  declared  that  the 
sworn  statement  of  the  bank's  officers  showed  "  That  the  Riggs  Na- 
tional Bank  from  the  day  it  became  a  national  bank  never  made  any 
real-estate  loans. 

That  statement  is  about  as  reckless  and  untrue  as  Mr.  Hogan's 
•declaration  quoted  above  in  regard  to  the  bank's  reserves.  The  bank's 
history  shows  that  it  was  a  flagrant  violator  of  the  law  in  regard 
to  its  real-estate  investments  and  operations  from  the  very  outset. 

On  September  14,  1899,  former  Comptroller  of  the  Currency 
'Charlee  C.  Dawes  in  a  letter  of  criticism  to  the  bank  said  (page  748 
of  these  hearings) : 

At  the  time  of  the  examination  the  hank  had  loans  secured  by  real  estate 
ramotULtlAg  to  9310,838.40,  while  in  your  sworn  report  of  conditions  tor  June  30, 
1880,  no  amount  appeared  in  the  schedule  of  loans  and  discounts  secured  by 
real-estate  mortgages,  although  about  the  same  amount  was  then  held. 

Again,  on  March  12,  1900,  Deputy  Comptroller  Kane  wrote  the 
bank  as  follows: 

The  examiner  reports  63  loans,  amounting  to  $282,405.66,  secured  by  real 

-estate  mortgages.    It  appears  that  these  loans  are  made  upon  notes  discounted 

for  the  makers  on  the  security  of  other  notes  running  to  s.uch  makers,  which 

latter  notes  are  secured  by  real  estate  nfortgages,  and  that  the  bank  accepts 

these  mortgage  notes  and  mortgages  as  collateral  to  the  notes  discounted. 

While  it  is  true,  as  stated  by  the  hank,  in  reply  to  a  former  letter  of  this 
office  In  regard  to  such  loans,  that  none  of  the  collateral  notes  or  mortgages 
in  question  run  to  the  bank,  it  appears  to  be  likewise  true  that  the  only 
security  involved  in  any  of  these  transactions  is  the  real  estate  mortgaged  to 
secure  the  note  taken  as  collateral  to  the  note  discounted,  as  it  is  not  assumed 
that  the  hank  would  have  discounted  any  of  these  borrowers*  notes  on  the 
strength  of  the  makers  of  such  notes  alone  without  indorsement  or  other  se- 
curity, or  on  the  strength  of  the  makers  of  the  collateral  notes  without  the 
real  estate  mortgages  behind  them. 
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These  loans  are  therefore  made  In  contravention  of  section  5137,  United 
States  Revised  Statutes,  which  prohibits  a  national  bank  from  taking  real 
estate  mortgages  as  security  for  loans  except  "  such  as  shall  be  mortgaged  to 
it  in  good  faith  by  way  of  security  for  debts  previously  contracted,"  and  the 
practice  of  making  such  mortgage  loans  should  be  discontinued. 

On  October  17,  1900,  Deputy  Comptroller  Kane  again  wrote  the 
bank  as  follows: 

At  the  time  of  the  previous  examination,  February  28,  1900,  loans  secured 
by  real  estate  mortgages  were  reported  amounting  to  $282,405.65,  to  which 
your  attention  was  called  in  office  letter  of  March  12.  1900,  as  being  made 
In  contravention  of  section  5137.  United  States  Revised  Statutes.  The  ex- 
aminer now  reports  loans  of  the  sanfe  character  amounting  to  $435,904.04. 
Tour  attention  is  again  invited  to  the  section  above  named,  which  provides 
that  the  only  purpose  for  which  a  national  bank  may  lawfully  take  a  mort- 
gage on  real  estate  is  "by  way  of  security  for  debts  previously  contracted." 
As  the  mortgages  referred  to  do  not  appear  to  have  been  taken  for  this 
purpose,  the  notes  should  be  disposed  of  or  other  security  obtained. 

That  the  practice  of  making  dummy  loans  or  using  the  bank's  clerks 
as  "  dummies  "  extended  back  as  far  as  1901,  is  suggested  by  Deputy 
Comptroller  Kane's  letter  to  the  bank  of  May  9,  1901,  in  which  he 
says: 

The  examiner  states  that  loans  secured  by  real  estate  amounted  to  about 
$400,000,  the  security  for  the  greater  portion  running  to  employees  of  the  bank. 
This  amount  is  slightly  below  the  amount  reported  at  the  time  of  the  previous 
examination,  but  greatly  in  excess  of  the  amount  stated  in  your  letter  of  Octo- 
ber 23,  1900.     The  loan  to  which  you  stated  was  secured  by  stocks, 

et  cetera,  is  now  reported  to  be  secured  by  deed  of  trust  and  assigned  mortgages ; 
and  must  therefore  be  Included  with  the  loans  secured  by  real  estate.  Your 
attention  is  again  called  to  the  provisions  of  section  5137,  United  States  Revised 
Statutes,  in  connection  with  these  loans. 

The  criticism  of  its  irregular  and  evasive  real  estate  loans  was  con- 
tinued through  a  long  period  of  years. 

On  December  8,  1905,  the  bank  admitted  its  loans  secured  by  real 
estate  security,  saying :  ' 

Loans  secured  by  real  estate  notes,  to  which  you  refer,  we  will  endeavor  to 
dispose  of  as  soon  as  the  same  can  be  done.  In  this  connection  It  may  be  said, 
however,  that  the  loans  are  good  in  each  instance  without  the  real  estate  notes 
which  we  hold  as  collateral.  The  latter  may  be  properly  regarded  as  incidental 
security. 

On  June  25,  1908,  the  Riggs  National  Bank  wrote  to  the  comp- 
troller as  follows: 

As  to  the  loans  secured  by  real  estate  notes  we  beg  to  advise  you  that  we  are 
gradually  reducing  the  number  of  these  loans,  and  will  endeavor  to  eliminate 
them  entirely  in  the  near  future. 

But  the  business  kept  right  on. 

In  June,  1908,  the  bank  was  criticized  by  Examiner  Reeves  for  real 
estate  loans  and  stocks  unlawfully  held. 

In  May,  1909,  Examiner  Reeves  again  called  attention  to  the  bank's 
irregular  real  estate  and  stock-brokerage  business. 

In  May,  1913,  Examiner  Hann  reported  that  the  bank  was  carrying 
$23,447  of  securities  and  real  estate  loans  improperly  as  cash,  includ- 
ing in  the  cash  a  $5,000  real  estate  loan  for  President  Glover,  which 
was  taken  out  during  the  course  of  the  examination. 

The  real  estate  business  of  the  bank  has  already  been  explained 
to  your  committee  by  Mr.  Jesse  Adkins  in  his  testimony,  pages 
333-334  and  elsewhere,  to  which  I  beg  to  refer  you  for  further  details. 
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Mr.  Hogan  in  his  recent  testimony  before  the  committee  says  that 
there  were  no  excess  loans  in  the  Riggs  bank  from  May,  1906,  to  May, 
1914 ;  and  he  also  says  that  "  None  of  them  resulted  in  any  losses  at 
the  time  when  the  law  only  permitted  10  per  cent  of  the  capital ;  none 
of  them  were  ever  excess  loans  after  June,  1906." 

I  ask  your  attention  to  the  fact  shown  in  my  letter  to  your  com- 
mittee oi  August  12  that  one  of  the  Riggs  bank  loans  which  had 
been  criticized  seven  times  as  excess  entailed  upon  the  bank  a  loss  of 
$29,468.  For  10  years  the  bank  was  continuously  criticized  for  its 
irregular  and  unlawful  loans,  which  it  persisted  in  making  in  utter 
-defiance  of  the  admonitions  oi  the  comptroller's  office  and  the  remon- 
strances of  examiners.  These  loans  aggregated  at  times  more  than 
$2,600,000,  or  two  or  three  times  as  much  as  the  entire  capital  stock  of 
the  bank.  For  particulars  as  to  these  loans  I  respectfully  refer  you 
to  pages  743  to  766  of  the  printed  hearings.  In  the  list  were  large 
individual  loans  criticized  by  the  comptroller's  office  as  often  as  16 
different  times,  but  which  were  continued  by  the  bank  in  disregard 
of  all  warnings. 

Mr.  Hogan,  in  defense  of  his  friend  the  publicity  agent  of  the 
Riggs  Bank,  Mr.  G.  G.  Hill,  claims  that  the  latter  was  not  discharged 
by  tne  Tribune  for  his  untrue  articles  regarding  the  United  States 
Trust  Co.  episode,  and  in  support  of  his  claim  submits  a  recent  letter 
from  a  gentleman  who  says  he  was  a  former  assistant  editor  of  the 
Tribune,  claiming  that  those  malicious  articles  were  not  the  cause 
of  the  severance  of  Mr.  Hill's  relations  with  the  Tribune;  but  it  is 
noteworthy  that  Mr.  Hill  has  up  to  this  time  submitted  no  word  of 
commendation  or  approval  from  his  former  employer,  the  New  York 
Tribune. 

Mr.  Hogan's  statements  before  your  committee  relative  to  national- 
bank  failures  are  also  untrue  and  misleading. 

In  his  statement  before  your  committee  on  the  5th  instant  Mr. 
Hogan  said : 

In  the  first  four  years  of  Mr.  Williams's  administration  there  were  58  re- 
ceivers, an  average  of  a  little  less  than  15  per  year.  In  other  words,  taking 
Comptroller  Williams's  own  standard  to  judge  his  administration  by,  we 
And  that  without  the  help  of  war  inflation  the  national  banks  were  failing  on 
an  average  of  nearly  50  per  cent  more  per  year  than  the  theretofore  established 
average. 

Like  most  of  Mr.  Hogan's  testimony  before  this  committee,  that 
statement  is  not  only  misleading  and  disingenuous  but  is  again  de- 
liberately false,  as  the  records  prove. 

During  the  "first  four  years"  of  my  administration  as  Comp- 
troller of  the  Currency,  from  February,  1914,  to  February,  1918 
(embracing  three  and  one-half  years  of  the  European  war,  years 
which  Mr.  Hogan,  in  his  absurd  and  misleading  statement,  refers  to 
as  "  fairly  normal  "  years)  44  national  banks — not  58 — were  placed 
in  the  hands  of  receivers.  But  of  these  10  were  subsequently  restored 
to  solvency  and  19  have  paid  or  expected  to  pay  depositors  100  cents 
on  the  dollar,  leaving  for  these  four  years  only  15  failed  national 
banks  from  which  depositors  will  suffer  loss. 

National-bank  failures  during  the  first  few  years  of  President  Wil- 
son's first  administration  were  more  frequent  than  they  otherwise 
would  have  been  because  of  the  fact  that  quite  a  number  of  the  banks 
failing  in  those  years  were  in  a  crippled  or  failing  condition  during 
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the  preceding  administration  but  were  tided  along  in  an  insolvent  or 
shaky  condition  until,  under  the  present  administration,  they  were 
placed  in  the  hands  of  receivers  for  the  protection  of  creditors  and  to 
prevent  further  losses. 

Under  the  preceding  administration,  from  March,  1909,  to  March, 
1913,  four  really  "  normal  years,"  but  when  some  banks  in  failing  con- 
dition were  allowed  to  keep  going,  26  national  banks  were  placed  in 
receivers'  hands;  of  which  4  were  restored  to  solvency  and  4  additional 
subsequently  paid  depositors  100  per  cent,  leaving  18  banks  from  which 
depositors  suffered  losses,  as  compared  with  15  such  banks  during  the 
first  four  years  of  my  administration,  the  latter  embracing  three  and 
one-half  years  of  the  most  gigantic  strain  and  stress  which  the 
world  has  ever  seen,  two  and  a  half  of  which  years  Mr.  Hogan,  in  his 
misleading  statement,  refers  to  as  "  fairly  normal n  years. 

I  beg  leave  to  invite  your  special  attention  to  the  following  extract 
dealing  with  this  particular  subject  from  my  communication  to  your 
committee  of  August  26, 1919,  covering  as  to  bank  failures  the  period 
succeeding  the  close  of  the  first  four  years  of  my  administration : 

Since  January  1,  1918,  covering  approximately  10  months  of  toe  strain  and 
shock  of  war  and  10  months  of  the  trials  of  the  reconstruction  period,  there 
have  been  two  national-bank  failures  In  the  entire  United  States — an  average 
of  one  failure  each  10  months.  In  the  25-year  period  prior  to  the  present 
administration  the  failure  of  national  banks  averaged  about  18  per  annum,  or, 
say,  1  every  20  days. 

Not  only  have  there  been  fewer  national-bank  failures  than  ever  before 
in  the  history  of  the  national-bank  system,  but  the  records  show  that  of  the 
national  banks  which  have  failed  during  the  administration  of  the  present 
Comptroller  of  the  Currency  approximately  60  per  cent  have  either  been 
restored  to  solvency,  have  paid  their  depositors  100  cents  on  the  dollar,  or  are 
expecting  to  do  so,  whereas  in  the  nearly  50  years  prior  to  the  incumbency  of 
the  present  comptroller  only  about  35  per  cent  of  the  failed  banks  paid  their 
depositors  in  full. 

In  answer  to  Mr.  Hogan's  lame  denials  as  to  the  fraudulent  opera- 
tions of  Mr.  H.  H.  Flather  in  connection  with  orders  for  purchase 
and  sale  of  securities  for  customers  of  the  Riggs  Bank,  it  is  probably 
sufficient  to  direct  your  attention  to  the  following  extract  irom  the 
testimony  given  before  your  committee  on  July  18,  1919,  by  United 
States  District  Attorney  Laskey : 

The  Chairman.  On  the  part  of  the  officers? 

Mr.  Laskey.  Yes,  sir.  And  I  was  led  to  that  conclusion  by  the  fact  that 
these  officers  must  have  had  au  object  in  stating  that  Riggs  National  Bank 
had  not  bought  stocks  or  sold  stocks  through  Lewis  Johnson  &  Co.  If  I  may 
be  permitted  to  say,  it  has  been  stated — I  read  last  night  in  Mr.  Hogan's 
testimony — that  for  the  convenience  of  Lewis  Johnson  &  Co.  there  was  an 
account  carried  on  the  books  in  the  name  of  the  Riggs  National  Bank.  The 
transactions  purporting  to  be  upon  that  stock  ledger  were  bona  fide  trans- 
actions with  the  Riggs  National  Bank,  and  with  no  one  else,  because  the  order 
was  received  by  Lewis  Johnson  &  Co.  from  the  Riggs  National  Bank  upon 
the  day  of  a  purchase.  At  the  close  of  the  day  they  reported  to  the  Riggs 
National  Bank,  "  We  have  bought  for  your  order,"  specifying  the  stock  and 
the  price,  and  received  credit  upon  its  bank  book  with  the  Riggs  National 
Bank  for  the  amount  of  the  purchase.  And  when  there  were  stocks  sold,  the 
facts  were  the  reverse.  Of  course,  Lewis  Johnson  &  Co.  would  notify  the 
Riggs  Bank  that  they  had  sold  stock  for  their  order  and  their  account  and 
their  risk.  When  they  received  the  shares  of  stock  so  sold  they  would  transmit 
a  check. 

The  Chairman.  All  that  is  a  matter  of  record,  is  it  not? 

Mr.  Lasky.  Oh,  yes;  it  is  all  a  matter  of  record.  I  said  that  these  officers 
must  have  known  that  these  were  transactions  of  the  bank,  and  that  they  had  an 
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object  to  conceal  the  fact  that  the  bank  had  so  dealt  In  stocks,  which,  to  my  mind, 
was  evidenced  by  the  fact  that  some  of  the  officers  made  a  profit  out  of  those 
transactions. 

Senator  Gkonna.  Were  you  convinced,  Mr.  tasky,  that  the  officers  individually 
made  a  profit  out  of  it? 

Mr.  Lasky.  Yes,  sir. 

Senator  Ghonna.  It  has  been  stated,  if  I  am  not  mistaken,  that  all  these  profits 
ultimately  went  back  to  the  bank.    Did  you  go  Into  that  phase  of  it? 

Mr.  Lasky.  Yes,  sir.  For  years  they  had  what,  they  called  a  "  commission  ac- 
count," and  the  bank  charged  a  commission  for  every  sale  or  eve*y  purchase, 
and  into  that  commission  account  went  those  commissions.  Afterwards,  when 
they  transferred  from  the  commission  account  to  the  Glover-Flather  account, 
those  commissions  were  made  to  that  account.  There  was  a  transaction  in  1911 
in  which  the  bank  ordered  the  purchase  of  140  shares  of  stock.  It  was  bought  on 
that  day,  and  the  bank  was  notified  of  the  purchase.  A  few  days  later  30  snares 
of  the  stock  were  allotted  to  a  gentleman  whose  name  I  do  not  recall.  The  other 
110  shares  of  stock  remained  with  Lewis  Johnson  &  Co..  and  they  were  sold 
some  8  or  10  days  after  that  at  a  profit  of  $705.  That  profit  was  turned  into  the 
Glover  &  F lather  account 

One  of  the  officers  of  the  bank,  H.  H.  Flather,  would  make  a  profit  for  himself 
out  of  the  transactions  of  the  bank.  For  instance,  if  a  customer  of  the  bank  or- 
dered the  purchase  of  a  given  number  of  shares,  say  10  or  100  shares  of  stock  of 
a  particular  corporation,  that  order  was  sent  to  Lewis  Johnson  &  Co.  If  that 
stock  went  up  the  same  day,  there  was  a  selling  order  put  in  to  close  out  that  pur- 
chase, and  another  purchase  was  made,  the  customer  was  given  the  second  pur- 
chase, and  the  profit  derived  from  the  first  was  paid  to  Mr.  H.  H.  Flather. 

The  Chairman.  What  is  your  authority  for  that  statement? 

Mr.  Laskey.  The  evidence  in  the  case. 

The  Chairman.  Did  the  court  so  find?  That  is  a  conclusion  you  drew  from 
the  evidence? 

Mr.  Laskey.  That  was  the  proof  in  the  case. 

The  Chairman.  That  is  a  conclusion  you  drew  from  the  testimony  in  the 
case? 

Mr.  Laskey.  It  is  a  fact  established  by  the  evidence  in  the  case. 

And  in  connection  with  Mr.  H.  H.  Flather's  operations  I  also  ask 
your  attention  to  the  following  remarks  by  Mr.  Untermyer  on  the 
subject : 

I  said  to  Mr.  .Cromwell,  as  I  stated,  that  the  bank  had  been  operating  this 
stock-brokerage  business  with  the  assets  of  the  depositors  and  its  cashier  had 
been  plainly  guilty  of  dishonesty;  that  the  whole  thing  was  scandalous  and  a 
pernicious  example,  more  pernicious  because  it  had  succeeded  than  if  the  bank 
liad  failed  as  a  result  of  the  speculation  of  its  officers. 

The  Chairman.  Who  was  cashier  at  that  time? 

Mr.  Untermyer.  Mr.  H.  H.  Flather  was  cashier.  Mr.  Hogan  states  some- 
where in  his  testimony  that  it  was  because  of  some  statement  I  made  in  open 
court  concerning  the  operations  of  the  bank  that  he  felt  it  necessary  to  present 
this  affidavit.  I  think  he  overlooked  the  fact  that  we  had  previously  presented 
an  affidavit  of  a  man  named  Bennet — which  is  in  the  record,  and  I  assume 
that  the  record  is  before  you.  We  picked  out  hurriedly  a  number  of  trans- 
actions of  Mr.  H.  H.  Flather  in  which  he  had  pocketed  the  money  of  his  cus- 
tomer. For  instance,  he  was  the  cashier,  and  the  orders  for  the  stock  pur- 
chases would  come  to  his  desk.    There  were  transactions  such  as  this: 

A  customer  would,  we  will  say,  instruct  the  bank  to  sell  a  hundred  shares  of 
Union  Pacific  short.  If  within  an  hour  or  two  after  that,  Union  Pacific  went 
down,  Mr.  Flather  would  settle  on  his  own  account  for  that  transaction  and 
take  the  profit,  either  in  cash  or  in  a  check,  and  then  he  would  buy  the  cus- 
tomer's stock  at  the  larger  price,  so  that  the  customer  would  not  get  all  the 
profit. 

The  Chairman.  There  were  two  Messrs.  Flather? 

Mr.  Untermyer.  Mr.  H.  H.  Flather. 

The  Chairman.  Is  that  the  Flather  who  afterwards  resigned? 

Mr.  Untermyer.  That  is  the  Flather  who  resigned  when  the  indictment  was 
handed  down,  and  it  was  eminently  necessary  that  he  should  resign.  That  sort 
of  thing  had  been  going  on  for  a  long  time.  I  do  not  believe  the  other  officers 
of  the  bank  knew  anything  about  those  transactions.    There  was  no  evidence 
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that  they  knew  it.  It  only  goes  to  show  the  perils  of  allowing  a  bank  to  run 
this  kind  of  a  business,  no  matter  how  much  nfoney  it  makes  out  of  It.  I  have 
no  doubt  that  the  national  banks  of  this  country  could  make  fortunes  if  they 
could  all  turn  themselves  Into  stock  brokerage,  real  estate  brokerage,  grain 
brokerage,  produce  brokerage  houses,  and  finance  everybody  who  they  thought 
was  responsible  with  proper  margins  in  those  businesses.  I  think  they  could 
make  great  fortunes  if  they  had  good  judgment. 

Senator  Henderson.  In  the  illustration  you  have  Just  given,  do  you  hold 
the  bank  responsible  for  the  act  of  Mr.  Flather,  when  none  of  the  officials  as 
you  say  knew  about  it? 

Mr.  Untermyer.  In  a  sense,  yes ;  because  it  had  gone  on  for  a  long  period  of 
years;  and  because  of  this  fact,  that  every  time  a  transaction  was  made  in 
stocks  through  the  Riggs  Bank,  a  memorandum  of  the  sale  or  purchase,  a 
memorandum  slip  from  the  brokerage  house  would  come  to  the  bank,  and  a 
statement  of  the  purchase  or  sale,  or  whatever  it  might  be,  would  come  to  the 
bank,  and  the  transaction  would  be  billed  to  the  Rlggs  Bank.  These  transac- 
tions were  conducted  upon  the  credit  of  the  Riggs  Bank. 

It  seems  to  me  the  officers  must  have  been  very  blind  or  derelict  in  duty  if 
in  the  course  of  time  they  failed  to  learn  of  what  was  going  on.  As  I  have 
said,  I  do  not  think  they  did.  But  a  man  could  become  president  of  a  bank, 
go  off  to  Europe,  and  spend  a  few  years,  and  come  back  and  say  "  I  am  not 
responsible  for  the  management  of  this  bank,  although  I  loaned,  it  my  name  and 
my  prestige,  and  people  dealt  with  the  bank  on  the  faith  of  them.  But  I  was 
away  and  I  did  not  know  it"    I  think  they  were  bound  to  know  It. 

Senator  Fletcher,  The  evidence  shows  they  had  a  private  wire  to  the  cash- 
ier's desk  from  a  brokerage  office.    The  bank  officers  must  have  known  that. 

As  against  the  foregoing  statements  I  ask  your  attention  to  Mr. 
Hogairs  pretended  bland  and  child-like  expressions  of  confidence  in 
his  client,  Mr.  Flather,  of  whom  he  says  in  his  testimony  before  your 
committee,  in  referring  to  the  thoroughly  proven  fraudulent  trans- 
actions,  extending  through  several  years,  under  the  very  eyes  of  other 
officials  of  the  bank,  assisted  by  the  private  wires  running  to  Flather's 
desk  in  the  bank : 

It  was  perfectly  Inconceivable  and  unbelievable;  the  whole  thing  never 
amounted  to  more  than  a  pittance.  *  *  *  It  was  utterly  inconceivable  that 
Mr.  Flather  was  not  telling  the  truth  when  he  denied  it. 

The  particular  circumstances  under  which  the  affidavit  of  the  bank 
officials,  denying  that  the  Riggs  National  Bank  had  ever  bought  or 
sold  stocks,  was  filed,  gave  abundant  ground  for  the  suspicion  that 
it  was  filed  for  the  purpose  of  deceiving  the  court.  The  record  in 
the  equity  case,  page  360,  shows  that  Mr.  Untermyer  had  said  to  the 
court,  on  May  19 : 

The  plaintiff  says  that  it  was  conducting  this  business  in  the  names  of  its 
officers  and  that  it  was  donating  these  commissions  to  the  bank.  Those  are 
not  the  facts  as  the  record  now  shows.  The  record  shows  that  the  active 
trader  was  the  Riggs  National  Bank  and  that  the  account  on  the  books  of 
Lewis  Johnson  &  Co.  was  an  account  with  the  Riggs  National  Bank  and 
even  to  the  extent  of  short  sales    *    *    *. 

The  Coiht.  You  say  that  on  the  books  of  Lewis  Johnson  &  Co.  the  bank 
appeared  as  a  customer? 

Mr.  Untebmeyer.  Tes,  your  honor.  We  say  there  are  about  150  pages  of 
these  accounts,  of  which  we  have  only  a  part  here,  transactions  every  day,  nu- 
merous transactions,  wire  connection,  telephone  connection,  direct  telephone 
communication  between  the  desk  of  Mr.  Henry  H.  Flather  and  Lewis  Johnson's 
firm,  and  repeated  transactions  in  the  course  of  a  day.  ReaUy,  I  think  it  is  a 
moderate  statement  to  say  that  this  was  simply  a  stock  brokerage  shop  inside 
of  a  bank ;  and  whilst  I  am  carefully  avoiding  characterizing  these  transactions, 
I  think  that  sort  of  business  speaks  for  itself,  and  the  amount  of  money  that 
may  be  made  on  it  is  immaterial.  To  say  that  it  is  done  for  the  convenince  of 
customers  is  not  accurate.  It  is  a  specious  argument,  because  the  accounts  show, 
the  record  here  shows,  that  it  Is  not  done  for  the  account  of  the  customers ;  it  is 
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done  for  the  account  of  outsiders.  And,  as  I  have  stated  to  your  honor,  $3,600,000 
of  these  loans  in  the  bank  are  margined  loans  on  stock  operations  of  people  who 
were  not  customers  of  the  bank  except  to  the  extent  of  $24,00;)  of  accounts 
altogether.  So  that  the  hulk  of  that  vast  amount  of  loans  carried  by  the 
bank  are  loans  carried  by  the  Ann  of  Flather  &  Flather  on  account  of  stock 
speculations,  of  stock  transactions  for  people  who  could  not  have  been  cus- 
tomers of  the  bank.  But  whether  they  are  customers  of  the  bank  or  whether 
they  are  not,  they  ought  no  more  to  conduct  stock  simulations  through  the 
bank  and  on  its  books  than  they  ought  to  buy  their  groceries  or  their  dry  goods 
or  make  their  bets  on  the  races  through  the  bank. 

As  evidencing  still  further  the  legitimacy  and  the  importance  of  the  de- 
mands contained  in  the  letter  of  January  22,  1915,  the  refusal  to  comply  with 
which  is  the  basis  of  the  assessment  of  the  only  i>enalty  that  is  here  under 
consideration,  your  honor  will  observe  that  there  might  have  been  many  hid- 
den accounts  of  these  officers  that  they  did  not  disclose;  there  might  have 
been  many  accounts  dumped  into  that  account  of  Flather  &  Flather,  or  lo&ses 
charged  off,  that  appertained  to  transactions  of  officers  done  under  the  cover 
of  dummy  names.  I  say  there  might  have  been.  There  was  no  way  of  dis- 
covering that,  and  there  is  and  will  be  no  way  of  discovering  it  until  we  know, 
until  the  Comptroller  can  get  at  those  transactions  that  were  so  conducted, 
and  get  at  them  under  the  oaths  of  the  officers  of  this  bank,  through  the  call 
that  he  made  upon  them,  with  which  they  have  persistently  refused  to  comply. 

As  illu  tratlng  the  difficulty  of  dealing  with  a  transaction  of  this  kind  with- 
out the  fullest  opportunity  on  the  part  of  the  comptroller  of  inquiring  into  it. 
you  have  a  transaction,  among  others,  as  follows:  It  seems  that  in  the  Richard- 
son loan  there  was  a  large  amount  of  this  Capital  Traction  stock.  It  appears 
from  the  papers  that  Mr.  Glover,  when  the  stock  was  selling  at  about  $145  or 
$150,  had  the  foresight  to  dispose  of  hi  stock,  or  of  6<H)  shares  of  it,  anyway, 
and  at  that  very  substantial  sum.  He  did  not  deliver  his  stock,  but  he  deliv- 
ered the  stock  that  was  in  the  Richardson  loan,  and  put  his  stock  in  the  Rich- 
ardson loan,  and  so  It  appeared  that  he  was  *  till  the  owner  of  the  stock,  when 
ne  had,  in  fact  disposed  of  It :  and  his  prestige  in  the  company  continued  to 
be  based  partly  on  the  fact  that  he  was  the  continuous  owner  of  that  stock,  when, 
in  fact,  he  was  not.  It  was  Richardson's  stock.  If  that  .*  tock  had  been  dis- 
posed of  out  of  the  Richardson  loan,"  they  would  not  have  had  to  charge  off 
$20,000  of  the  Richardson  loan  into  the  Flather  &  Flather  account.  And  so  you 
get  from  illustrations  of  this  kind  some  faint  conception  of  the  irregularities 
that  may  be  practiced  by  the  officers  of  the  bank  through  thi  form  of  juggling 
with  the  securities  in  these  loans.  All  those  are  matters  that  came  under  the 
observation  of  the  comptroller,  and  that  may  have  and  rightly  should  have  to 
some  extent  influenced  his  action. 

The  following  day  Mr.  Bailey,  counsel  for  the  bunk,  introduced 
the  affidavit  signed  by  the  bank  officials,  C.  C.  Glover,  AV.  J.  Flather, 
and  H.  H.  Flather,  at  the  instance  of  Mr.  Hogan.  and  in  doing  so 
informed  the  court  that  this  affidavit  showed  that  these  officers 
"never  authorized  any  such  transactions  as  are  there  reported." 
(Page  177,  equity  case.) 

Mr.  Hqgan  subsequently  claimed  that  he  had  been  "  misfortunate  ,? 
in  the  "  phraseology  "  used  by  him  in  framing  the  affidavit.  The  in- 
dictment for  willful  and  corrupt  perjury  followed  and  upon  trial, 
after  Mr.  Hogan  had  taken  the  stand  and  had  stated  that  the  affi- 
davit had  been  signed  by  the  bank's  officials  on  his  advice  as  counsel, 
the  officials  were  acquitted. 

After  there  had  been  put  in  evidence  at  the  equity  trial  documents 
proving  that  the  Riggs  National  Bank  for  a  number  of  years 
had  been  acting  as  brokers  in  the  purchases  and  sales  of  stocks; 
that  the  orders  had  been  given  in  the  name  of  the  Riggs  National 
Bank;  that  notices  of  transactions  had  been  sent  to  the  Riggs  Na- 
tional Bank;  that  checks  for  proceeds  had  been  given  to  the  Riggs 
National  Bank  and  all  settlements  made  in  the  name  of  the  Riggs 
National  Bank,  when  the  Riggs  attorneys  saw  that  the  affidavit  had 
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failed  they  then  and  only  then  dropped  the  contention  to  which 
they  had  so  tenaciously  clung  up  to  the  time  of  the  filing  of  that 
affidavit,  to  wit,  that  the  Riggs  National  Bank  had  never  had  any 
such  transactions  but  that  they  had  all  been  made  in  the  name  of  and 
by  "  its  officers/'  and  thereupon  they  took  the  position  that  they  no 
longer  denied  that  the  Riggs  Bank  was  conducting  those  stock  oper- 
ations, but  thev  claimed  that  the  affidavit  intended  to  say  not  that 
the  Riggs  Bank  was  not  acting  as  broker  but  that  the  Riggs  National 
Bank  was  not  buying  and  selling  stocks  for  itself  on  its  own  ac- 
count. It  was  upon  that  strained  interpretation  of  the  affidavit  that 
they  sought  exculpation  at  the  perjury  trial. 

The  testimony  of  the  bank  officials  during  the  investigations  ot 
this  office  has  been  extremely  contradictory;  exhibits  have  been  in- 
serted in  the  record  showing  that  the  bank  advertised  distinctly  that 
it  bought  and  sold  bonds  and  stocks,  and  the  bank's  letter  to  the 
comptroller's  office  in  October,  1913,  also  admitted  that  this  business 
was  being  done  by  the  bank  for  its  customers,  but,  when  under  the 
present  comptrollership  the  examiner's  investigation  followed,  the 
bank  officials  first  claimed  that  the  bank  was  not  doing  the  brokerage 
business  but  that  only  the  officers  of  the  bank  were  doing  it  on  their 
individual  accounts  and  that  they  had  received  the  commissions 
personally  and  had  paid  income  taxes  upon  them. 

In  referring  to  the  testimony  of  Mr.  Jesse  C.  Adkins,  who  ap- 
peared before  this  committee  and  showed  how  the  funds  and  credit 
of  the  Riggs  National  Bank  were  used  in  the  stock  transactions  car- 
ried on  with  Lewis  Johnson  &  Co.,  Mr.  Hogan  stated  that  the  credit 
of  the  bank  could  not  have  been  used  because  dealing  in  stocks  was 
ultra  vires  the  powers  of  a  national  bank,  and  therefore  no  one 
could  have  held  the  Riggs  National  Bank.  Whether  or  not  the  Riggs 
National  Bank  could  have  been  held  if  a  dispute  had  arisen  is  beside 
the  point.  As  a  matter  of  fact,  the  funds  and  credit  of  the  bank 
were  used  when  stock  was  purchased  by  the  bank  or  its  officers 
through  Lewis  Johnson  &  Co. 

It  has  been  proven  that  large  sums  of  money  belonging  to  the  bank 
were  used  in  carrying  the  stocks  purchased  by  the  bank  for  its  cus- 
tomers and  for  the  bank's  officials.  As  an  illustration  of  this,  atten- 
tion is  called  to  the  report  of  Examiner  Reeves,  October  15,  1913, 
wherein  it  is  stated  that  the  bank  at  that  time  was  carrying,  improp- 
erly in  its  cash,  some  hundreds  of  shares  of  speculative  stocks  pur- 
chased for  different  customers  aggregating  $55,572.86,  including  200 
shares  of  American  Can  stock,  $6,562,  carried  for  President  Glover. 
This  means  that  the  bank  had  over  $55,000  of  its  money  at  that  very 
time  unlawfully  locked  up  in  these  speculative  stocks  (for  which  the 
customers  had  neither  given  checks  nor  notes),  in  addition  to  mil- 
lions of  dollars  which  it  was  lending  to  various  customers  on  miscel- 
laneous securities,  largely  bought  by  the  bank,  and  as  the  records 
.show  the  great  bulk  of  these  loans  were  made  to  parties  who  prac- 
tically had  no  deposit  balances  whatsoever  with  the  bank,  and,  in  a 
number  of  instances,  were  overdrawn. 

Mr.  Hogan  introduces  extracts  from  the  testimony  given  in  the 
perjury  trial  to  show  that  the  other  national  banks  in  the  District  had 
accounts  with  the  firm  of  Lewis  Johnson  &  Co.  His  statements  are 
disingenuous  and  misleading  and  fully  answered  in  my  letter  ad- 
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dressed  to  this  committee  on  August  30,  in  which  I  embodied  a  letter 
from  Examiner  Trimble  which  completely  answers  Mr.  Hogan's 
misstatements  in  this  connection,  and  I  ask  special  attention  to  the 
following  extract  from  that  letter  of  Bank  Examiner  Trimble  to 
which  I  referred: 

Some  of  the  other  national  banks  In  this  city  would  occasionally  transmit 
orders  for  their  customers  for  the  purchase  or  sale  of  stocks  or  bonds ;  and  in 
the  case  of  purchases  the  funds  for  the  purchase  would  generally  be  provided 
by  the  customer  in  advance  of  the  purchase.  In  the  case  of  sale,  the  stock 
would  be  delivered  to  the  bank  by  the  customer  with  instructions  to  have  the 
same  sold  and  credit  the  entire  proceeds  to  his  account ;  but  no  other  national 
bank  in  the  District,  as  far  as  I  have  been  able  to  discover,  ever  carried  on 
the 'stock  business  in  the  irregular  and  unlawful  manner  so  long  followed  by  the 
Riggs  National  Bank,  nor  did  they  openly  or  secretly  conduct  such  a  business. 

Besides  the  active  use  of  the  bank's  funds  and  credit  in  these  stock 
transactions,  attention  is  called  to  the  several  speculative  accounts 
which  were  also  carried  with  Lewis  Johnson  &  Co.  by  several  of  the 
bank's  officers.  The  cashier  of  the  bank  in  addition  to  a  speculative 
account  in  his  own  name,  in  order,  apparently  more  effectually  to 
conceal  his  operations,  carried  an  account  with  the  same  firm  in  the 
fictitious  name  of  "  Henry  Hepburn."  This  is  possibly  also  one  of 
the  incidents  which  Mr.  Hogan  shrank  from  having  made  public. 

When  these  stocks  were  delivered  by  Lewis  Johnson  &  Co. 
at  the  teller's  window  of  the  bank,  Lewis  Johnson  &  Co.  would  re- 
ceive immediate  credit  on  their  pass  book  and  the  bank  would  place 
the  amount  of  the  purchase  price  to  the  credit  of  Lewis  Johnson  & 
Co.  on  its  individual  deposit  ledgers  and  the  stocks  were  in  many 
cases  then  placed  in  the  cash  drawer  as  an  offset  to  the  amount  that 
had  been  credited  to  Lewis  Johnson  &  Co.  and  remained  in  the  cash 
drawer  of  the  bank  as  an  asset  of  the  bank,  until  subsequently  taken 
out  either  by  checks  of  customers  of  the  bank  or  until  payment  was 
provided  for  by  the  execution  of  notes  by  customers  in  sufficient 
amounts  to  pay  for  the  stocks.  Instances  were  shown  where  these 
stocks,  the  purchase  price  of  which  had  been  credited  to  Lewis  John- 
son &  Co.  on  the  boons  of  the  bank  were  carried  as  cash  items  in  the 
cash  drawer  of  the  bank  for  manv  days  and  in  some  instances  for 
weeks  at  a  time. 

Concerning  the  stock  brokerage  business  done  by  the  bank,  Mr. 
TJntermyer  in  his  testimony  before  your  committee  on  July  28,  said : 

*  *  *  it  was  a  business  with  which  a  national  bank  had  no  right  to  be 
concerned. 

The  testimony  continued: 

Senator  Page.  No  losses  ever  grew  out  of  this  class  of  transaction,  I  believe 
you  tell  me? 

Mr.  Untermyer.  I  do  not  know  as  to  that.  I  think  there  were  small  losses. 
But  that  did  not  seem  to  me  to  affect  the  qnestion  at  all  because  if  one  national 
bank  could  be  a  brokerage  shop  and  have  the  good  management  to  make  no 
losses,  why  could  not  other  national  banks  run  brokerage  shops  with  less  Judg- 
ment and  less  ability,  and  wreck  the  bank? 

Senator  Page.  I  was  simply  thinking  about  the  final  results  of  the  whole 
transaction. 

Mr.  Untermyer.  Of  course,  I  look  back  of  the  results.  I  am  looking  at 
the  principle  of  the  thing.  It  was  essentially  and  fundamentally  wrong  in 
principle.  But  I  felt  that  these  men  had  drifted  into  it,  at  a  time  when  the 
ethical  financial  standards  were  every  different  from  what  they*became  in  later 
years. 
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The  Chairman.  Other  banks  in  Washington  were  doing  the  same  thing  in 
a  smaller  way? 

Mr.  Untermykr.  I  had  never  heard  of  it.  I  do  not  know  of  any  bank  in 
New  York — much  as  has  been  said  against  high  finance  in  New  York,  and 
much  as  may  be  justly  said  against  it — that  ran  a  brokerage  shop  with  the 
officers  of  the  bank,  financed  with  the  funds  of  depositors  of  a  national  bank. 
I  think  Mr.  Williams  performed  a  high  public  service  when  he  stopped  that 
sort  of  thing. 

I  shall  now  submit  proof  of  the  complete  falsity  of  statements 
made  before  your  committee  on  September  5  by  Mr.  Hogan  when  he 
claimed  that  certain  purchase  and  sales  slips  and  notices  relating- 
to  stock  transaction  between  the  bank  and  the  firm  of  Lewis  Johnson 
&  Co.  had  been  fully  preserved  and  never  destroyed,  despite  the 
testimony  previously  given  by  Vice  President  Flather  that  they 
had  been  "  thrown  away." 

Mr.  Hogan,  in  his  testimony  on  September  5  before  your  commit- 
tee, in  referring  to  my  letter  to  the  committee  dated  August  12,  said : 

I  am  going  to  read  to  you,  in  italics,  on  page  13 — listen  to  this — August  12, 
1919 : 

"Allow  me,  Mr.  Chairman,  to  impress  upon  your  committee  the  extremely  sug- 
gestive fact  that  those  notices  which  the  bank's  officers  claim  were  destroyed 
were  the  very  documents  which  would  have  aided  in  establishing  the  guilt  of 
Mr.  Hogan's  particular  client,  Mr.  H.  H.  Flather,  the  bank's  cashier,  in  connec- 
tion with  the  criminal  transactions  with  the  customers  of  the  bank/* 

Senators,  first,  those  papers  were  not  destroyed;  second,  John  Skelton  Wil- 
liams knew  they  were  not  destroyed ;  third,  those  papers — I  produce  here  one 
bundle  of  them — were  produced  In  court  by  the  officers  of  the  bank  when  they 
were  on  trial  for  perjury,  and  in  open  court,  day  after  day,  when  the  district 
attorney  called  for  any  one  of  those  advices  from  Lewis  Johnson  &  Co.  addressed 
to  the  Riggs  National  Bank,  showing  transactions  in  stock,  I  produced  the 
advices  and  handed  them  to  the  district  attorney  and  the  newspapers  com- 
mented on  the  fact  that  it  appeared  at  times  that  Mr.  Hogan  was  assisting  the 
district  attorney,  so  promptly  were  the  papers  furnished. 

Senator  Henderson.  Are  those  papers  referred  to  in  that  statement  just  read, 

Mr.  Hogan.  Yes ;  precisely :  not  only — Senator  Henderson,  that  statement 
which  he  makes  now — not  only  were  they  produced  in  court,  but  Mr.  James 
Trimble,  national-bank  examiner,  who  has  been  in  this  room  every  day  of  these 
hearings,  with  his  assistants,  between  May,  1915,  and  December,  1915,  exam- 
ined in  the  board  room  of  the  Riggs  National  Bank,  every  one  of  these  papers, 
and  every  one  of  them  l>ore  in  green  pencil  a  number  placed  on  them 
by  Mr.  James  Trimble,  or  one  of  his  assistants,  which  number  corresponds  with 
a  number  placed  by  Mr.  Trimble,  or  one  of  his  assistants,  on  the  transcript  of 
Lewis  Johnson  &  Co.'s  ledger  accounts,  showing  the  same  transaction.  Mr. 
Trimble,  reporting  daily  to  the  comptroller,  spending  months  with  his  officials 
going  over  every  one  of  these  papers,  not  only  found  them — may  I  show  you, 
Senator  Henderson,  the  little  mark  on  them,  those  little  marks  on  there.  The 
green  marks  are  put  on  there  by  one  of  the  bank  examiners,  not  by  us. 

But  he  knew  they  were  not  destroyed ;  that  they  were  not  only  not  destroyed, 
but  every  one  of  them  was  found  in  the  cellar  of  the  bank,  where  they  had 
been  piled  up.    They  ran  back  several  years. 

Senator  Hendebson.  As  I  understand  It,  he  claims  certain  records  were 
destroyed,  and  that  you  have  produced  these  to  show  they  were  not? 

Mr.  Hogan.  Yes. 

Senator  Henderson.  Were  any  records  at  all  destroyed? 

Mr.  Hogan.  None.  Put  that  as  strong  as  you  can.  Borrow  Williams's  Italics 
for  it.  Get  shrieking  capitals.  Put  it  in  the  record  upon  my  word  as  a  mem- 
ber of  your  own  profession  and  a  citizen  of  your  country — none. 

In  reply  to  these  statements  of  Mr.  Hogan,  I  desire  to  call  the 
attention  of  the  committee  to  the  transcript  of  the  record  of  wh$t 
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has  been  referred  to  as  the  "  perjury  case  "  against  certain  officials 
of  the  Riggs  National  Bank — pages  1062,  1063,  and  1065,  showing 
the  cross-examination  by  Mr.  Hogan,  attorney  for  the  defendants, 
of  Witness  James  Trimble,  national-bank  examiner. 

Mr.  Hogan.  I  see.  When  you  found  these  advices  and  bills  they  were  down 
in  the  cellar,  were  they  not? 

Mr.  Tbimble.  Tes;  down  in  the  basement. 

Mr.  Hogan.  You  found  very  few  advices  for  the  year  1912? 

Mr.  Tbimble.  At  that  time  I  did  not  assort  them  as  to  years. 

Mr.  Hogan.  But,  as  a  matter  of  fact,  is  it  not  true  that  you  found  very  few 
advices  at  any  time  after  the  year  1912,  either  at  that  time  or  any  other  time 
while  you  were  in  the  bank? 

Mr.  Tbimble.  We  found  quite  a  number,  but  I  could  not  say  as  to  how 
many. 

Mr.  Hogan.  You  do  not  remember  that  you  found  very  few  as  to  1912? 

Mr.  Tbimble.  No,  sir;  I  could  not  say  that. 

Mr.  Hogan.  You  do  not  remember  that  you  found  none  as  to  1913? 

Mr.  Trimble.  I  think  we  did  find  some. 

Mr.  Hogan.  Advices  of  1913? 

Mr.  Trimble.  I  can  not  distinguish  between  advices  and  bills  from  memory. 

Mr.  Hogan.  Then  you  do  not  know  the  fact  to  be  now  that  you  did  not  find 
any  advices  for  1913  and  very  few  for  1912,  whereas  you  found  a  good  many  of 
them  for  1910  and  1911?    What  do  you  say  as  to  that  fact? 

Mr.  Trimble.  Will  you  state  that  again? 

Mr.  Hogan.  Is  it  not  a  fact  that  you  found  no  advices  for  1913  and  very  few 
for  1912.  but  quite  a  large  number  for  1910  and  1911?  I  am  talking  about 
advices  now. 

Mr.  Trimble.  I  would  not  distinguish  from  membory  as  to  what  were  advices 
and  what  were  bills  on  the  table  at  the  time  I  made  the  discovery  of  those 
advices  and  bills. 

Mr.  Hogan.  You  endeavored,  did  you  not,  to  trace  down  ench  one  of  the 
transactions  that  you  found  on  the  accounts  of  Lewis  Johnson  &  Co.  in  the 
name  of  the  Riggs  National  Bank? 

Mr.  Trimble.  We  endeavored  to  trace  them  from  their  inception  to  the  end. 

Mr.  Hogan.  In  the  doing  of  that  is  it  not  a  fact  that  there  were  a  large 
number  of  cases  where  you  did  not  find  any  advices  in  the  bank? 

Mr.  Trimble.  Yes;  there  were  a  good  many  cases  where  we  did  not  find 
advices. 

Mr.  Hogan.  And  there  were  a  great  many  cases  also  where  you  did  not  And 
bills? 

Mr.  Trimble.  Yes ;  there  were  a  good  many. 

I  also  refer  to  the  same  record — pages  698  and  699 — in  the  exam- 
ination by  Mr.  Hogan  of  Edwin  D.  Flather,  an  employee  of  the 
Riggs  Bank  and  brother  of  Cashier  Flather. 

Mr.  Hogan.  There  are  a  great  many  advice  slips,  particularly  in  the  years 
1912  and  191.3 — and  by  "advice  slips"  I  mean  these  advices  from  Lewis 
Johnson  &  Co. — in  which  Lewis  Johnson  &  Co.  says,  "  We  have  this  day  for 
your  account  and  risk  bought  or  sold  the  stock.  Lewis  Johnson  &  Co."  A 
great  many  of  them  are  missing.  I  will  ask  you  if  it  was  not  a  fact,  during  the 
last  several  years,  before  this  business  was  abandoned,  1012  and  1913  par- 
ticularly, that  those  were  put  on  a  spindle  under  the  desk? 

Mr.  F lather.  It  was. 

Mr.  Hogan.  And  to  keep  them  there  until  the  transaction  was  closed? 

Mr.  Flather.  That  is  quite  right. 

Mr.  Hogan.  And  then  they  were  thrown  away? 

Mr.  Flather.  They  were. 

Mr.  Hogan.  These  were  used  also  as  a  memorandum  of  the  transaction  while 
it  was  an  open  transaction? 

Mr.  Flather.  Just  a  memorandum  of  the  transaction. 

Mr.  Archer.  Is  that  the  transfer  slip  you  refer  to,  Mr.  Hogan? 
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Mr.  Hogan.  No,  sir ;  the  advice  slip.  That  is,  whoever  happened  to  be  at  your 
counter  would  keep  them  there  In  the  last  few  years,  for  which  time  they  aiv 
all  apparently  missing,  or  most  of  then.*.    They  were  kept  on  a  spindle? 

Mr.  Flather.  Yes,  sir. 

Mr.  Hogan.  And  then  from  time  to  time  the  spindle  was  emptied  and  they 
were  thrown  away? 

Mr.  Flather.  Just  as  it  filled  up  I  would  throw  them  away. 

Mr.  Hogan.  By  a  "  spindle  "  you  mean  one  of  these  wire  files? 

Mr.  Flather.  A  wire  tile;  yes,  sir. 

******  * 

I  also  refer  you  to  the  same  record — pages  814,  815,  840,  and  524 
and  525,  covering  the  examination  by  Mr.  Archer  of  W.  Morris 
Lammond,  a  witness  for  the  United  States. 

Questions  by  Mr.  Archer,  assistant  United  States  attorney. 

Answers  by  Mr.  AY.  Morris  Lammond,  a  witness  for  the  United 
States. 

Mr.  Archer.  I  ask  you  for  the  advice  under  date  of  January  29.  1915,  and 
the  bill  for  200  shares. 
Mr.  Hogan.  No.  1913.  is  it  not? 
Mr.  Archer.  Yes. 
Mr.  Hogan.  No  advice. 

******  * 

Mr.  Archer.  I  want  now  the  advice  to  the  bank  of  July  22,  1913. 
Mr.  Hogan.  We  have  no  such  paper. 

******  * 

Mr.  Archer.  Referring  to  Exhibit  \V\  Xos.  1,  2,  3.  4,  and  5,  I  ask  the  witness* 
if  those  papers  are  produced  from  the  tiles  of  Lewis  Johnson  &  Co.  under 
subpoena  ? 

Mr.  Lammond.  Yes;  they  were. 

Mr.  Archer.  I  ask  that  these  be  marked. 

Mr.  Archer.  I  ask  the  witness  to  refer  to  the  ledger  account  before  him 
under  date  of  June  16,  1913.  and  say  if  there  is  a  reference  to  100  steel  and 
100  steel  on  the  purchase  side  of  the  account? 

Mr.  Lammond.  Yes,  sir;  there  is. 

Mr.  Archer.  Read  it. 

Mr.  Lammond.  1913,  June  16,  bought  100  steel  at  53,  $5,312.50;  100  steel  at 
53|,  $5,400. 

Mr.  Archer.  I  ask  for  the  advice  under  date  of 

Mr.  Hogan.  We  proved,  Mr.  Archer,  that  1912  and  1913  advices  were  not 
kept. 

To  summarize,  Mr.  Hogan  said  in  the  examination  on  September 
5.  in  his  testimony  before  your  committee,  when  asked  by  Senator 
Henderson  "  Were  any  records  at  all  destroyed?" 

Mr.  Hogan.  None ;  put  that  as  strong  as  you  can.  Borrow  Williams's  italics 
for  it.  Get  shrieking  capitals.  Put  it  in  the  record  upon  my  word  as  a  mem- 
ber of  your  own  profession  and  a  citizen  of  your  country — none. 

He  further  said :  "  Every  one  of  them  were  found  in  the  cellar  of 
the  bank  where  they  had  been  piled  up."  And  again :  "  Every  one  of 
them  were  for  months  in  the  nands  of  the  comptroller  through  his 
national-bank  examiner  working  up  this  perjury  case," 

On  May  18,  1916,  Mr.  Hogan,  in  the  perjury" case,  when  requested 
by  Mr.  Archer  to  furnish  one  of  the  advices  referred  to,  said :  "  We 
proved,  Mr.  Archer,  that  1912  and  1913  advices  were  not  kept." 

And  on  May  16,  1916,  in  the  same  case,  Mr.  Archer,  in  addressing 
M.  Hogan,  said :  "  I  want  the  advice  to  the  bank  on  July  22,  1913/" 

Mr.  Hogan  replied :  "  We  have  no  such  paper." 

Mr.  Archer  said:  ik  I  understand  your  answer  is  that  you  have  not 
that  paper." 
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Mr.  Hogan  replied :  "  That  is  what  I  said ;  yes." 
On  September  5, 1919,  Mr.  Hogan,  in  testifying  before  your  com- 
mittee, in  referring  to  all  of  these  advices,  said* : 

Mr.  James  Trimble,  national-bank  examiner,  who  has  been  in  this  room  every 
day  of  these  hearings,  with  his  assistants,  between  May,  1915,  and  December, 
1915,  examined  in  the  board  room  of  the  Uiggs  National  Bank  every  one  of  these 
papers,  and  every  one  of  them  bore  In  green  pencil  a  number  placed  on  them  by 
Mr.  James  Trimble,  or  one  of  his  assistants,  which  number  corresponds  with  a 
number  placed  by  Mr.  Trimble,  or  one  of  his  assistants,  on  the  transcript  of 
I*ewis  Johnson  &  Co.'s  ledger  accounts,  showing  the  same  transaction.  Mr. 
Trimble,  reporting  daily  to  the  comptroller,  spending  months  with  his  officials 
going  over  every  one  of  these  papers,  not  only  found  them — may  I  show  you, 
Senator  Henderson,  the  little  mark  on  them,  those  little  marks  on  there;  the 
green  marks  are  put  on  there  by  one  of  the  bank  examiners,  not  by  us." 

On  May  18, 1916,  in  the  trial  of  the  perjury  case,  the  following  col- 
loquy took  place  between  Mr.  Archer  and  Mr.  Hogan : 

Mr.  Archer.  Gentlemen,  have  you  the  advice  of  September  28  and  bill? 
Mr.  Hoc  an.  Which  one  did  you  wamt  now? 
Mr.  Archer.  The  advice  and  bill. 
Mr.  Hogan.  For  how  many  shares? 
Mr.  Archer.  For  KM). 
Mr.  Hogan.  At  what  price. 
Mr.  Archer.  At  57|. 
Mr.  Hogan.  Here  it  is. 

Mr.  Archer.  I  ask  that  that  be  marked  for  identification  Kxhibit  X,  No.  0. 
Now.  the  bill,  Mr.  Hogan. 

Mr.  Hogan.  Do  you  want  the  handwriting  on  that? 

Mr.  Archer.  Yes;  if  there  is  some,  except  the  green  iiencil. 

Mr.  Hogan.  Oh,  yes.    Those  are  Just  my  numbers,  numbered  for  my  guidance. 

Mr.  Hogan,  in  his  testimony  on  September  5,  states  that  while  Mr. 
W.  J.  Flather,  testifying  from  memory,  stated  that  some  of  the 
papers  mentioned  were  destroyed  after  being  placed  on  a  spindle, 
that  they  were  subsequently  found,  and  "  every  one  of  them  were  for 
months  in  the  hands  of  the  comptroller  through  his  national  bank 
examiner  working  up  the  perjury  case;"  arid  yet  it  appears  from  Mr. 
Hogan's  own  statements  in  his  conduct  of  the  trial  of  the  perjury 
case  that  the  said  papers  for  1912  and  1913  were  not  kept,  and  that 
certain  designated  papers  called  for  by  the  United  States  in  that 
trial  could  not  be  produced,  Mr.  Hogan  stating,  u  We  have  no  such 
papers,"  as  shown  by  the  above  citations  from  the  record. 

The  statements  of  Attorney  Hogan,  in  May,  1910,  are  submitted 
and  relied  upon  as  a  complete  denial  and  contradiction  of  witness 
Hogan  in  September,  1919. 

Your  attention  is  called  to  the  fact  that  Attorney  Hogan  claims 
that  all  of  the  purchase  and  sales  slips  and  notices  which  he  stated 
l>efore  your  committee  were  still  intact  and  not  destroyed,  were  the 
same  notices  which  he  told  you  he  presented  in  court  during  the  per- 
jury trial,  at  which  time,  however,  as  shown  from  the  al>ove  examina- 
tion of  Messrs.  Trimble,  Flather,  and  Lammond,  he — Hogan — spe- 
cifically, clearly  and  unequivocally  informed  the  court  and  the  jury 
that  the  notices  covering  a  considerable  period  had  not  been  kept — 
had  been  u  thrown  away  "  and  were  u  missing  " — and  that  for  that 
reason  he  was  unable  to  present  them  to  the  jury. 

You  will  also  note  that  the  u  green  marks  "  which  Attorney  Hogan 
on  May  18,  1910,  stated  were  put  upon  the  notices  by  him  for  his 
guidance,  are  the  same  green  marks  which  witness  Hogan.  on  Sep- 
tember 5,  informed  your  committee  had  been  put  upon  these  notices 
bv  Bank  Examiner  Trimble  to  identify  them. 
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Mr.  Hogan's  statements  to  your  committee  on  this  subject  are, 
therefore,  a  direct  contradiction,  without  an  alteration  in  existing 
facts,  of  the  statements  which  he  made  before  the  jury  in  May,  1916, 
in  endeavoring  to  secure  the  acquital  of  the  three  bank  officers  who 
had  been  indicted  for  corrupt  perjury  for  signing  the  affidavit  pre- 
pared for  them  by  their  attorney,  Mr.  Hogan. 

Oh,  what  a  tangled  web  we  weave, 
When  first  we  practice  to  deceive. 

At  the  February  hearings  Senator  Weeks  asked  if  the  large  in- 
crease which  has  taken  place  in  the  deposits  of  the  Biggs  Bank  since 
the  time  of  the  investigation  by  this  office  in  1914  wouldn't  "  indicate 
that  the  public  in  Washin/rton,  notwithstanding  all  that  had  taken 
place  in  the  courts  and  all  the  publicity  that  has  been  given  to  this 
case,  had  implicit  confidence  in  the  officers  of  the  bank?  '° 

My  reply  was : 

I  think  that  it  indicates  that  the  public  who  have  money  to  deposit  realize  that 
the  Riggs  National  Bank  and  other  banks  have  been  closely  watched  and  closely 
scrutinized,  and  they  feel  that  with  the  experience  of  the  past  and  the  promises 
which  haae  been  made  to  this  office,  which  were  made  public  at  that  time — 
and,  in  fact,  were  given  a  good  deal  of  publicity — will  probably  make  that  bank 
safer  than  it  ever  was  before — a  safer  place  for  deposits.  I  will  also  add  that 
information  has  come  to  me,  indirectly  usually,  that  the  directors  of  the  Riggs 
National  Bank,  or  at  least  some  of  the  directors  of  the  Riggs  National  Bank, 
feel  deeply  gra tiffed  over  the  good  that  was  done  that  bank  by  the  Comptroller 
of  the  Currency  in  clearing  up  the  speculative  elements  and  irregular  trans- 
actions, which  they  were  required  to  abolish,  taking  out  private  wires  and 
stock  speculations,  and  things  of  that  sort ;  and  they  realized  that  they  were 
making  a  mistake  in  those  times,  and  are  probably  making  more  nionej-  now 
by  obeying  the  law  than  they  did  before  in  disregarding  the  law.  And  Exam- 
iner Trimble,  who  has  made  several  examinations  of  that  bank  and  who  has 
been  thrown  in  contact  with  its  officers  and  directors,  has  expressed  himself 
to  me  to  that  effect,  as  reflecting  the  views  given  to  him  by  the  officers  with 
whom  he  has  come  in  contact. 

Senator  Henderson.  Your  action,  then,  Mr.  Williams,  Instead  of  injuring 
the  bank,  has  helped  it? 

Mr.  Williams.  I  am  not  certain  that  it  has  not  saved  the  bank,  Senator. 

Senator  Weeks.  I>o  you  think  they  were  gratified  at  the  expenditure  of 
$100,000? 

Mr.  Williams.  I  think  they  have  made  a  great  deal  more  than  $100,000, 
which  they  claim  to  have  spent  in  connection  with  that  litigation,  by  the  removal 
of  elements  of  danger  which  were  heading  them  in  the  wrong  direction. 

******* 

Senator  .Weeks.  Was  there  any  loss  on  account  of  the  loans  made  by  officers 
or  employees  of  the  bank? 

Mr.  Williams.  Oh,  I  don't  recall  as  to  whether — yes;  I  will  say  there  was  an 
atmosphere  of  speculation  in  the  bank  at  that  time  which  was  exceedingly  un- 
healthy. At  'a  previous  hearing  reference  has  been  made  to  one  case  where  a 
note  teller,  I  believe,  embezzled  fifty  or  sixty  thousand  dollars  of  the  bank's 
money.  I  presume  he  fe^t  that  as  the  officers  of  the  bank  were  speculating,  that 
the  president  of  the  bank  was  buying  and  selling  stocks,  and  the  vice  president 
was  buying  and  selling  stocks,  and  others,  that  he  could  speculate  also.  The 
result  was  that  there  was  an  embezzlement ;  in  fact,  I  think  there  had  been  two 
embezzlements  in  that  bank  from  time  to  time  in  the  past.  But  that  was,  as  I 
say,  I  think,  the  example  of  having  officers  of  the  bank  engaged  in  stock  specula- 
tion, which  was  an  exceedingly  unhealthy  one  for  the  bank. 

I  think  that  I  was  abundantly  justified  in  making  the  statement 
which  I  made  to  the  Senate  committee  at  that  time,  when  I  said: 

I  feel  that  the  best  thing  rhat  ever  happened  to  the  Biggs  National  Bank  \%aa 
the  requirements  which  were  made  by  this  office  that  those  practices  should 
entirely  cease. 
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I  .irorv  beg  leave  to  present  for  your  consideration  official  figures 
which  are  offered  for  corroboration  of  the  view  that  I  expressed  at 
that  time.  In  my  letter  to  your  committee  of  July  29,  1919,  printed 
on  page  730  of  these  hearings,  I  showed  that  for  the  10-year  period 
from  June,  1904,  to  June,  1914,  "  resources  of  the  Kiggs  National 
Bank  only  increased  from  $12,699,000  to  $15,066,000,  an  increase  of 
only  18.64  per  cent." 

In  my  letter  to  your  committee  of  August  1,  1919,  I  showed  you 
that  the  total  resources  of  all  the  other  banks  in  the  District  of  Co- 
lumbia had  increased  in  the  same  10-year  period  114.07  per  cent. 

In  my  letter  of  July  29, 1919, 1  also  showed  you  that  for  the  five-year 
period  from  June  30,  1914,  to  May  12,  1919*  the  resources  of  all  the 
national  banks  in  the  United  States  increased  from  $11,482,191,000  to 
$20,824,991,000,  or  81.37  per  cent,  and  in  that  same  period  the  re- 
sources of  the  Kiggs  National  Bank,  under  improved  conditions  of 
management,  with  its  unlawful  operations  abated,  had  increased  from 
$15,067,000  to  $27,616,000,  an  increase  of  83.29  per  cent. 

This  record  means  that  for  the  10-year  period  from  1904  to  1914, 
while  the  bank  was  operating  in  violation  of  law  and  in  disregard 
of  the  requirements  of  the  comptroller's  office;  while  the  activities 
of  its  officers  were  largely  devoted  to  stock-market  and  real  estate 
operations,  the  percentage  of  increase  in  resources  shown  by  the 
Riggs  National  Bank  was  less  than  one-sixth  the  percentage  of  in- 
crease shown  by  all  the  national  banks  in  the  District  of  Columbia 
and  about  one-fourth  of  the  increase  shown  by  all  the  national  banks 
in  the  country  for  the  same  period.  But  for  the  five-year  period 
from  June,  1914,  to  May,  1919,  after  the  unlawful,  pernicious,  and 
dangerous  practices  which  had  been  in  vogue  before  this  office  took 
hold  of  the  situation,  were,  stopped  and  the  bank  required  to  con- 
form to  the  practices  and  requirements  of  sound  banking,  the  stand- 
ing of  the  bank  was  strengthened  and  its  resources  increased  in  the 
five-year  period  by  a  percentage  slightly  greater  than  the  increase 
shown  by  all  the  national  banks  in  the  United  States  for  the  same 
period. 

As  an  explanation  of  the  slow  growth  of  the  bank  in  the  10-year 
period  prior  to  1914,  during  which  the  other  national  banks  of  the 
District  had  increased  their  resources  114  per  cent,  I  said  in  niv 
letter  to  you  of  July  29,  1919: 

I  stated  to  your  committee  that  in  my  judgment  the  bank's  slow  growtfi 
prior  to  1914  was  due  largely  to  the  fact  that  the  energies  and  activities  of 
the  bank's  officers — President  Glover  and  Vice  Presidents  Aiies  and  Flather, 
and  Cashier  H.  H.  Flather,  and  of  other  officers  and  employees — were  being  de- 
voted to  their  brokerage  and  speculative  activities  and  interests,  while  the 
banking  features  of  the  institution  had  been  neglected  or  sacrificed. 

I  also  suggested  that  the  bank's  growth  for  the  past  five  years  was  due  In 
large  part  to  the  fact  that  the  bank  had  ceased  its  irregular  and  unlawful  prac- 
tices and  that  the  time  and  energies  of  its  officers  were  being  more  properly 
devoted  to  the  real  interests  of  the  bank. 

With  this  record  to  substantiate  my  judgment  in  the  premises,  I 
again  beg  leave  to  emphasize  the  view  heretofore  expressed  that  if 
this  office  had  not  checked,  at  the  time  it  did,  the  dangerous  opera- 
tions, methods,  and  practices  which  were  in  vogue  with  the  Riggs 
National  Bank  prior  to  the  summer  of  1914,  including  the  speculative 
activities  of  the  bank's  five  principal  officers,  whose  borrowings 
(largely  on  speculative  securities)  from  their  own  and  other  banks 
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about  that  time  aggregated  not  far  from  $1,000,000,  the  effect  upon 
the  bank  and  its  customers  of  the  crisis  which  followed  the  outbreak 
of  the  European  war  might  have  been  extremely  grave.  The  inter- 
vention by  this  office  at  that  time  in  requiring  the  bank  to  clean  up 
and  cease  its  dangerous  and  unlawful  operations  was,  as  I  have  said 
before,  probably  the  best  thing  that  ever  happened  for  the  Riggs 
National  Bank. 

The  figures  which  I  have  quoted  above  show  that  the  Riggs  bank, 
in  5  years  since  it  was  cleaned  up,  in  1914-15,  and  made  to  obey  the 
law  and  to  conform  to  ordinary  business  ethics,  has  prospered  more 
than  four  times  as  much  as  in  the  preceding  10  years,  while  it  was  con- 
ducting its  irregular  operations  and  acting  in  defiance  of  Treasury 
regulations  and  the  national-bank  act. 

CONCLUSION. 

Mr.  Chairman  and  gentlemen  of  the  committee,  in  closing  this 
hearing  I  ask  that  you  ignore,  for  the  moment  at  least,  the  clouds  of 
pettiness  and  more  or  less  irrelevant  detail  that  have  been  brought  in 
and  take  one  broad,  comprehensive  view  of  what  seem  to  me  to  l>e 
the  essential  and  vital  facts.  You  are  to  report  to  the  Senate 
whether,  in  your  opinion,  the  Senate  should  confirm  mv  appoint- 
ment by  the  President  as  Comptroller  of  the  Currency,  rfere  are  the 
two  facts  to  which  I  respectfully  ask  your  first  attention. 

First.  As  I  showed  you  in  mv  letter  of  the  20th  instant : 

Of  the  85,000  executives  and  employees  of  the  nearly  8,000  national 
hanks  under  my  supervision  there  have  thus  far  appeared  before  the 
Senate  committee  voluntarily  to  make  complaints  or  changes  none. 

Of  the  above-mentioned  85,000  officers  and  employees  the  number 
who  have  opposed  my  nomination  before  the  committee  in  response  to 
a  summons  from  the  committee  to  appear  is  1. 

The  testimony  of  that  one  witness  was  proven  to  have  been  un- 
warranted and  untrue. 

Of  the  officers  and  employees  of  the  2*2,000  State  banks  and  trust 
companies  of  the  country  there  have  appeared  before  the  Senate  com- 
mittee to  oppose  my  confirmation,  in  addition  to  the  discredited  State 
bank  official  who  appeared  at  the  meetings  in  February  none. 

The  total  number  of  all  other  adverse  witnesses  appearing  before 
the  committee,  either  voluntarily  or  involuntarily  (exclusive  of  the 
two  attorneys  of  the  Riggs  bank  whose  testimony  as  far  as  it  implied 
criticism  of  me  or  my  administration  has  been  thoroughly  dissected 
and  refuted),  1. 

This  last  witness  complained  of  the  comptroller's  management  of 
the  receivership  of  a.  failed  national  bank.  The  basis  of  his  appear- 
ance was  the  comptroller's  refusal  to  give  an  interpretation  of  a  cer- 
tain legal  agreement  of  the  bank  which  the  comptroller,  through  coun- 
sel, had  requested  the  Federal  court  to  construe  and  had  declined  to 
construe  himself.  As  to  that  failed  bank,  it  is  incidentally  interesting 
to  note  that,  owing  to  the  particularly  efficient  management  of  the 
receiver  under  the  comptroller's  supervision,  it  has  paid  all  depositors 
in  full  with  interest,  and  there  has  been  realized  sufficient  assets  to 
return  to  the  stockholders  more  than  the  par  value  of  their  shares, 
although  at  the  time  of  the  failure  of  the  bank  the  prospects  were 
extremely  gloomy. 
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Representative  McFadden,  of  Pennsylvania,  also  president  of  a 
small  national  bank  under  his  protection  as  a  Member  of  Congress, 
on  the  floor  of  the  House,  gave  utterance  to  malicious  and  slanderous 
statements  and  insinuations  against  me.     These  I  immediately  de- 
nounced as  wholly  false  and  without  a  shadow  or  foundation,  and, 
in  a  letter  to  him,  which  I  gave  to  the  press,  I  exposed  his  motives 
and  the  baselessness  of  his  attack;  I  also  showed  he  had  been  under 
severe  criticism   for  many  years  past  from  five  comptrollers  and 
15  examiners  for  unsound  practices  and  violations  of  Federal  laws, 
and  I  challenged  him  to  come  before  the  Senate  committee  with 
any  complaints  or  charges  that  he  might  make.    He  has  been  fre- 
quently invited  by  this  committee  at  my  instance  to  come  before  it 
and  present  his  complaints.    This  he  has  not  dared  to  do,  preferring 
to  skulk  shamelessly  away. 

That  is  the  situation.  *  Surely  all  of  us  must  dismiss  as  absurdly 
impossible  and  scandalous  the  suggestion  that  all  the  national  bank- 
el's  of  this  country,  representing  all  the  important  communities  of  all 
the  States,  are  so  abjectedly  terror  stricken  by  me  that  they  dare  not 
present  complaints  or  objections  to  this  committee;  and,  in  sullen 
silence  and  subservience,  submit  to  oppression  or  misgovernment 
invading  their  right  and  endangering  their  interests. 

Second.  The  official  public  record  shows  that  the  banks  under  the 
jurisdiction  of  my  office  are  stronger,  cleaner,  safer,  far  more  numer- 
ous, and  far  more  prosperous  than  ever  before  in  the  history  of  the 
country.  They  are  doing,  successfully  and  safely,  work  more  tre- 
mendous than  ever  has  been  done  by  the  banking^system  of  any 
country.  They  have  endured  and  are  enduring,  without  flinching 
or  faltering,  the  most  enormous  strain,  burden,  and  test,  in  the  his- 
tory of  the  world. 

These  facts  are  indisputable.  I  might  be  content  to  stand  on  them 
without  further  evidence  or  argument. 

If  I  had  dared  to  hope  in  1914,  when  I  took  office,  that  after  nearly 
six  years  of  contact,  among  all  the  25,000  national  bank  officials  witn 
whom  I  was  to  have  official  relations,  frequently  under  mutually 
trying  conditions,  but  one  would  appear,  and  he  involuntarily,  he 
says,  to  oppose  my  continuance  in  office,  and  that  the  nearly  8,000 
banks  unaer  my  supervision  would  report  the  high  condition  of 
management  and  safety  we.  see  now,  after  such  stress  as  we  have 
passed  through,  I  would  have  thought  the  vision  too  bright  to  believe. 
Whatever  the  result  of  this  hearing  may  be,  I  am  humbly  and  deeply 
thankful  that  my  administration  has  been  blessed  with  such  results. 

The  character  and  charcteristics  of  the  average  American  banker 
are  familiar  to  all  of  us.  AVe  know  him  as  a  strong  man,  usually 
a  dominant  force  in  his  community,  keenly  intelligent,  quick  to  de- 
tect inefficiency  anywhere,  thoroughly  informed  of  his  legal  and  per- 
sonal rights  and,  when  there  is  need,  aggressive  in  assertion  and  de- 
fense of  them.  If  we  could  imagine  these  men  with  grievances, 
complaints,  or  criticisms  against  the  office  most  intimately  in  con- 
tact with  them  and  most  directly  touching  their  interests,  but  too 
timid  to  put  them  before  a  committee  of  the  Senate,  we  can  not  im- 
agine them  shrinking  from  calling  on  the  newspapers  for  aid.  Yet, 
so  far  as  I  have  seen,  the  criticisms  of  the  comptroller's  office  in  the 
newspapers  have  been  rare  and  scattered  despite  the  attempted  propa- 
ganda.    Your  committee  has  had  before  it  the  discredited  origin  of 


1050  NOMINATION   OF  JOHN   SKELTON   WILLIAMS. 

some  of  it.  Of  the  hundreds  of  correspondents  entitled  to  admission 
to  the  press  gallerv  and  representing  hundreds  of  newspapers  and 
press  associations  throughout  the  country,  you  have  heard  from  three 
men  avowedly  hostile  to  the  comptroller  and  his  administration- 
One  of  these,  as  it  appears  in  the  record,  was  the  employed  publicity 
agent  of  the  Riggs  Bank,  another  an  associate  of  the  local  State 
banker  who  appeared  against  me  and  author  of  a  plan  for  press 
propaganda  against  me  which  he  was  to  conduct  secretly  at  $250  per 
week.  The  obscure  positions  of  most  of  the  publications  which  have 
assailed  me  and  the  stereotyped  sameness  of  the  wording  and  sub- 
stance of  the  aricles  they  have  printed  indicate  purchase  or  pressure 
too  plainly  for  question.  The  newspapers  representing  the  sub- 
stance and  substantial  citizenship  of  the  country  have  refused  to 
participate  in  the  propaganda,  evidence  of  which  the  committee  has 
seen  in  the  record.  It  seems  to  me  that  this  offers  excellent  evidence 
that  the  banking  and  business  elements  of  the  country  are  satisfied 
with  the  conduct  of  the  comptroller's  office.  If  there  was  dissatis- 
faction anywhere,  we  may  be  sure  the  press  would  have  been  invoked 
to  express  it. 

In  addition  to  the  one  national  banker  who  appeared  against  me 
here  out  of  25,000  executives,  there  was  one  other,  already  alluded  to. 
He  made  the  grand  total  two.  He  vocalized  complaint  publicly 
elsewhere,  but  failed  to  materialize  and  sustain  it  nere,  although 
he  was  besought  and  challenged  to  come.  This  banker,  completing 
the  tale  of  two  complainants  of  the  host  of  25,000  national-bank 
executives,  is  a  member  of  the  House  of  Representatives  and  chose 
the  floor  of  that  body  from  which  to  voice  his  grievances  and  accusa- 
tions. He  was  safe  there  from  cross-examination  and  rebuttal,  and 
preferred  to  remain  so.  Apparently  he  considers  that  attempt  to 
vindicate  his  squarely  and  publicity*  disputed  veracity  would  be  an 
unnecessary  and  frivolous  occupation  for  his  time,  talents,  and 
energy.  Although  I  welcomed  the  investigation  he  sought  in  the 
House  of  Representatives,  I  observe  that  he  has  had  no  better  luck 
with  a  Republican  than  a  Democratic  Committee  on  Rules  in  secur- 
ing a  report  on  a  resolution  for  an  investigation  of  my  office  and 
myself.  I  respectfully  ask  your  attention  to  the  following  letter 
which  I  wrote  him  on  July  14,  1919,  which  is  as  yet  unanswered. 
The  letter  speaks  for  itself : 

Treasury  Department. 

Washington,  July  /.J,  1919. 
Hon.  L.  T.  McFaddek. 

House  of  Representatives,  Washington,  />.  C. 

Sir:  On  February  15  last,  in  a  public  speech  in  the  House  of  Representa- 
tives, part  of  which  was  published  in  various  newspapers,  you  attacked  my 
administration  of  the  office  of  the  Comptroller  of  the  Currency  and  expressed 
your  purpose  to  ask  for  investigation  of  it  by  a  committee  of  the  House  of 
Representatives.  You  added  that  you  had  heard  rumors  to  the  effect  that 
I  had  misused  opportunities  given  nie  by  that  office  for  the  financial  advantage 
of  myself  or  my  friends,  and  that  you  would  ask  an  investigation  of  these 
also.  Later,  on  February  20,  you  substantially  repeated  these  assertions  and 
insinuations.  On  both  occasions  I  challenged,  invited,  and  defied  you  to  urge 
on  the  investigation  of  which  you  spoke  and  declared  my  readiness  ami  eager- 
ness to  meet  it.  My  answer  was  sent  to  you  and  was  received  by  you;  part9 
of  it  were  printed  in  the  Congressional  Record  and  the  newspapers,  but  for 
reasons  which  are  not  creditable  to  yourself  you  endeavored  to  suppress  my 
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letter  to  you  of  March  1  and  prevent  its  publication  in  the  Congressional 
Record  when  the  subject  was  under  debate  on  the  floor  of  the  House. 

The  new  session  of  Congress,  controlled  by  the  party  to  which  you  belong, 
has  been  sitting  now  since  May  19 — nearly  two  months.  I  have  not  until 
to-day  seen  nor  heard  of  any  attempt  by  you  to  make  good  your  promise  or 
threat  of  investigation  of  the  comptroller's  office  or  of  my  conduct  in  it.  I 
have  seen  you  present  at  sittings  of  the  Committee  on  Banking  and  Currency 
of  the  Senate,  considering  my  reappointment  and  hearing  the  testimony  of 
those  opposing  my  confirmation.  You  evidently  were  a  deeply  interested 
and  probably  were  a  sorely  disappointed  auditor  and  spectator  of  the  pro- 
ceedings there. 

In  your  responsibility  as  a  Representative  and  an  individual  you  publicly 
utterea  false  but  serious  accusations  against  the  official  and  personal  char- 
acter of  an  officer  of  the  Government  holding  a  place  of  some  importance. 
The  person  you  assailed  has  publicly  denounced  your  accusations  as  viciously 
false  and  has  defied  you  to  present  any  evidence  which  you  may  have  on  which 
you  base  them  and  added  that  you  had  tried  to  do  injury  to  character  and 
then  skulked  from  the  consequences  of  your  attempt.  You  were  further 
reminded  that  if  you  knew,  or  honestly  thought  you  knew,  of  any  jreason 
why  I  was  unfit  to  hold  office  your  solemn  duty  as  a  citizen  and  a  represen- 
tative of  the  people  was  to  make  those  facts  known  and  cause  inquiry  by  the 
proper  authorities. 

So  far  as  I  may  judge  by  your  acts  you  are  content  to  rest  from  March  1 
to  July  14  under  charges  of  falsehood  and  malicious  attempt  to  do  injury 
while  avoiding  responsibility  and  of  neglect  of  your  duty,  making  no  attempt 
to  reply  to  my  letter  to  you  of  March  1.  It  included  matter  which,  it  seems 
to  me,  would  require  the  attention  of  any  man  nt  all  heedful  of  his  own  repu- 
tation or  nice  in  his  regard  for  personal  honor. 

You  did.  however,  go  into  court  in  the  interim  between  the  sessions  and 
sought  to  enjoin  me  from  an  investigation  of  your  operations  and  your  man- 
agement of  the  bank  of  which  you  are  president,  and  especially  to  prevent  me 
from  disclosing  to  members  of  Congress  transactions  and  operations  of  which 
you  may  well  be  ashamed,  and  the  tendency  of  which  wore  and  are  destroying 
the  credit  and  standing  of  the  bank.  You  Impress  me,  therefore,  as  being 
far  more  anxious  over  your  job  and  your  pocket  than  over  your  character  as 
a  man  or  official. 

In  the  proceedings  in  court  you  took  occasion  to  present  the  same  pleas 
that  in  one  way  or  another  you  had  put  before  the  House  and  the  public, 
to  the  effect  that  I  was  trying  to  injure  the  bank  with  which  you  are  connected 
and  to  gratify  animosity  you  believed  I  hold  against  you.  The  record  shows 
that  I  knew  nothing  of  you  or  your  supposed  advocacy  of  the  abolition  of 
the  comptroller's  office  and  knew  nothing  of  the  details  of  your  mismanage- 
ment until  the  chief  examiner  and  the  Deputy  Comptroller  of  the  Currency, 
believing  that  your  abuses  unless  checked  would  jeopardize  and  ruin  the 
hank  and  finding  that  your  repeated  promises  of  reformation  were  persistently 
disregarded,  brought  the  situation  to  my  personal  attention  and  arranged 
for  a  conference  with  you  in  Washington  in  the  comptroller's  office  in  January 
last.  The  record  shows  that  whatever  troubles  the  bank  may  have  had  and 
the  criticisms  to  which  it  may  have  been  subjected  were  mainly  the  direct 
results  of  your  misconduct  and  mismanagement  and  your  deliberate  refusal 
and  failure  to  comply  with  the  rules  of  this  department  and  the  laws  and 
the  principles  of  sound  banking.  You  have  sought  to  tie  my  hands  and  pro- 
tect yourself  against  the  consequences  of  your  willful  acts  and  the  reckless 
handling  of  the  money  of  others  while  using  your  place  in  Congress  to  malign 
and  to  endeavor  to  injure  me. 

You  will  not  be  allowed  to  execute  these  benevolent  intentions  if  I  can 
prevent.  The  results  of  the  legal  proceedings  and  processes  of  the  courts  must 
be  awaited.  I  have  eagerly  awaited  opportunity  to  be  heard  in  relation  to  what 
has  been  said  and  done  by  you  before  the  Congress  and  the  public  to  which  I  am 
responsible.  As  a  preliminary  step  in  that  direction  I  now  renew  my  invitation 
and  challenge  to  you  to  urge  on  the  investigation  of  my  personal  and  official 
conduct  for  which  you  expressed  such  acute  anxiety  five  months  ago.  I  observe 
with  pleasure  that  to-day  you  presented  In  the  House  a  resolution  for  such  an 
investigation — the  same  you  offered  February  15,  with  some  amplifications, 
presumably  representing  the  results  of  your  excavations  and  investigations  in 
the  interval.     Judging  from  the  reports  of  proceedings  in  the  present  House 
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thus  far.  there  is  a  readiness  to  take  up  everything  in  the  way  of  an  investiga- 
tion of  the  present  administration  that  may  be  suggested. 

Furthermore,  my  nomination  for  reappointment  is  before  the  Senate.  Too 
have  opportunity  there  to  present  any  evidence  you  may  have  to  prove  my 
unfltness.  Permit  me  to  add  at  risk  of  reiteration,  that  certainly  it  will  be 
your  duty  to  present  to  the  House  or  Senate,  or  both,  every  scrap  of  evidence 
against  me  you  may  be  able  to  find.  .However  you  may  feel  about  such  things. 
I  have  been  taught  to  hold  that  character  for  truth  and  loyalty  to  duty  are 
above  any  imaginable  job  or  position  of  advantage.  That  character  has  been 
wantonly  assailed  by  you.  I  now  call  on  you  to  press  directly  and  urgently  for 
the  investigation  you  asked  or  suggested  before  the  last  House,  and  now,  after 
two  months,  advertise  yourself  as  desiring  of  my  official  and  personal  conduct. 
I  am  ready  for  It  at  any  moment  before  any  competent  body. 

My  name  is  now  before  the  Senate  committee  above  referred  to.  If  you 
distrusted  the  same  committee  of  the  last  Senate  because  the  majority  of  it* 
members  were  not  of  your  political  party,  that  cause  of  trepidation,  or  pretext 
for  shunning  the  issue,  is  removed  now.  The  committee  is  in  session  and  has 
my  case  before  it  with  full  power  to  command  the  presence  of  persons  and  the 
production  of  papers.  Again  I  invite  and  defy  you  to  go  before  that  body  and 
present  to  it  your  accusations  against  me,  with  whatever  you  have  or  can  find 
to  support  them.  This  need  not  obstruct  or  delay  investigation  of  my  adminis- 
tration and  myself  by  the  House.  I  will  welcome  that  also,  will  be  ready  for  It, 
I  repeat,  at  any  moment,  and  the  more  quickly  it  is  ordered  and  begun  the 
better  pleased  I  will  be.  Meanwhile,  however,  the  Senate  committee  is  sitting 
and  ready  to  hear,  as  its  duty  is,  any  charges  against  the  appointee  to  an  im- 
portant and  responsible  office  that  anybody  desires  to  put  before  it. 

I  submit  as  an  unavoidable  alternative  that  failure  by  you  to  present  your 
charges  and  evidence  to  the  Senate  committee  will  prove  that  you  distrust 
either  the  committee  or  your  own  case.  I  might  submit,  further,  that  if  you 
shirk  the  show-down  to  which  you  are  called  you  will  be  in  the  shameful  posi- 
of  having  used  your  position  to  attempt  to  injure  another  man  with  widely  and 
carefully  spread  attacks  on  his  character  which  you  are  ashamed  or  afraid  to 
support,  and  for  confirmation  of  which  you  have  no  evidence  you  dare  offer: 
but  I  do  not  know  whether  you  are  interested  in  that  aspect  of  the  case. 

As  you  have  assailed  me  before  the  Congress  and  the  pubMc,  I  shall  feel  at 
liberty  to  put  this  letter  to  you  at  the  disposal  of  the  newspapers  and  to  en- 
deavor to  have  it  published  in  the  Congressional  Record. 

I  trust  you  will  be  able  to  understand  the  position  in  which  you  will  be 
If  you  refuse  or  fall  to  respond  to  this  call. 

John  Skelton  Williams. 

♦  _  

The  whole  issue  simmers  down,  as  I  see  it,  to  charges  that  I  ma- 
liciously persecuted  the  Riggs  Bank  and  its  officials  in  1915,  and  that 
I  sustained  a  bank  examiner  in  1918  who  had  severely  and  justly 
criticized  two  local  banks  operating  under  State  charters  whose  con- 
dition and  discreditable  operations  for  several  years  past  had  been 
a  source  of  much  solicitude  to  this  office.  This  is  not  so  much  a  trial 
as  an  inquiry  to  ascertain  whether  I  am  a  proper  person  to  be  Comp- 
troller of  tne  Currency.  If  there  is  in  the  minds  of  any  of  you 
gentlemen  doubt  on  any  question  bearing  on  that  point,  or  if  you 
feel  that  you  need  further  information  to  aid  you  in  reaching  a  con- 
clusion, or  if  any  matter  or  point  lingers  doubtful  in  your  minds, 
or  seems  to  you  to  need  further  clearing — whether  it  be  a  matter  of 
fact  or  of  opinion,  or  in  or  out  of  the  record — I  will  be  grateful  to 
you  if  you  will  ask  me,  and  will,  as  I  have  stated  above,  be  glad  to 
answer  as  promptly  and  fully  as  you  desire. 

However,  it  was  indicated  to  me  by  the  chairman  early  in  the 
hearings  that  I  might  be  expected  to  reply  to  every  point  and  sug- 
gestion made  against  me.  That  suggestion  has  required  me,  at  the 
expense  of  your  time  and  mine,  to  reply  in  what  would  ordinarily 
seem  to  be  needless  detail  as  exact  as  possible,  because  my  failure  to 
consume  time  denying  obviously  false  or  absurd  complaints  might  be 
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•construed  as  reluctance  and  inability  to  do  it.  I  hope  you  will  be- 
lieve that  I  have  no  reason  to  dodge  or  evade  anything  and  no  desire  to 
do  it.  I  can  not  imagine  any  question  in  connection  with  my  admin- 
istration of  the  comptroller's  office  or  my  conduct  in  it  that  I  would 
liesitate  to  answer  frankly,  or  any  records  of  the  office  which  J 
would  desire  to  withhold  from  inspection  by  the  proper  person. 

As  to  the  matter  of  the  Cooper  banks,  it  seems  to  me  that  has  been 
covered  quite  thoroughly,  although  if  further  information  regarding 
it  is  desired  I  will  be  glad  to  furnish  it. 

If  I  am  correct  in  my  understanding  of  the  situation,  this  leaves 
nothing  to  be  considered  but  Mr.  ifogan's  latest  demonstrations 
here.  lie  has  posed  himself  as  the  defender  of  the  banks.  I  notice 
his  friend,  whom  he  vaunted  so  highly,  the  correspondent  of  a  Boston 
financial  weekly,  agrees  fully  with  him  as  to  his  importance  and  is 
quite  vivid  and  eloquent  in  descriptive  work  narrating  how  the  fear- 
less Hogan  came  here,  day  after  day,  faced  the  cohorts  of  the  comp- 
troller's office  and  fought  for  the  bankers  of  the  country  against  this 
ogre — the  comptroller — the  battle  which  that  editor  asserts  the  banks 
were  too  cowardly  or  indolent  to  fight  for  themselves. 

There  is  an  element  of  humor  in  the  thought  of  a  school  of  whales 
sending  forth  a  minnow  or  a  catfish  to  do  its  fighting;  but  something 
of  the  kind,  on  a  reduced  scale,  seems  really  to  have  happened. 

You  had  put  before  you  by  Mr.  Hogan  the  other  day  letters  prov- 
ing that  Mr.  Ailes  and  Mr.  Glover,  of  the  Biggs  Bank,  are  taking 
anxiously  eager  interest  in  his  appearances  ana  manifestations  here. 
Possibly,  like  Mr.  McFadden,  they  were  made  bashful  by  prospect  of 
cross-examination.  It  may  be  that,  having  painful  recollections  of 
former  experiences,  they  feared  Mr.  Hogan  might  have  another  affi- 
davit for  them  to  sign. 

However  that  may  be,  I  ask  the  attention  of  the  committee  to  the 
evidence  Mr.  Hogan  put  in  this  record  of  the  lively,  if  somewhat 
camouflaged,  part  the  Biggs  Bank  is  taking  in  this  hearing.  I  ask 
that  this  be  considered  in  connection  with  the  former  evidence  that 
the  long  review  of  the  United  States  Trust  Co.  affair  and  of  the 
Tribune  article  put  before  this  committee  was  furnished  by  Mr.  Hill, 
another  object  of  Mr.  Hogan 's  enthusiastic  eulogy,  the  confessed  pub- 
licity agent  of  the  Biggs  Bank.  With  these  pieces  of  evidence  before 
it.  the  committee  may  decide  whether  there  is  not  reason  to  believe 
that,  after  all,  Mr.  Hogan's  appearance  is  really  for  the  Biggs  Bank 
and  that  this  whole  opposition  to  me  comes  from  that  source.  De- 
ciding that,  the  committee  may  reach  some  conclusions  bearing  on  the 
weight  to  be  given  protests  with  motives  of  anger,  resentment,  and 
malice  so  obviously  behind  and  directing  them.  The  existence  of 
malice  on  the  part  of  the  Biggs  officials,  it  will  be  remembered, 
was  so  clear  as  to  attract  attention  of  Judge  McCoy  and  to  draw 
from  him  mention  in  his  opinion  in  the  Biggs  Bank  case,  both  in  his 
interlocutory  decree  in  May,  1915,  and  again  in  the  final  decision  in 
Mav,  1916. 

If  this  view  impresses  the  committee,  there  may  come  the  serious 
consideration  whether  it  is  well  to  give  warning  to  all  future  execu- 
tive officials  of  the  Government  that  to  incur  the  hate  or  ruffle  the 
feelings  of  rich  and  entrenched  moneyed  interests  may  mean  official 
assasination  following  relentless  and  vindictive  persecution.  I  know 
myself,  and  my  conscience  is  clear.     Therefore  no  disappointment 
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that  could  come  to  me  need  cause  me  so  much  concern  as  the  thought 
that  those  to  follow  me  in  performance  of  the  duties  of  my  present 
office  might  be  awed  to  timidity  or  evasion  in  the  presence  of  rich 
and  unscrupulous  interests  by  recollection  of  my  experience.  There 
will  be  other  Comptrollers  01  the  Currency  or  officials  charged  with 
the  work  done  by  the  comptroller.  Other  unscrupulous  and  influ- 
ential banks  spending  the  money  of  shareholders  in  their  attacks 
will  challenge  those  officials  to  choose  between  offending  them  or 
dodging  obligations  to  the  Government,  the  laws,  and  the  country. 

Mr.  Hogan,  self-proclaimed  champion  of  the  downtrodden  bank- 
ing interests  of  the  country,  frequently  reverting  to  type  and  con- 
ducting his  case  before  this  committee  as  before  the  most  petty  of 
petty  juries,  offered  a  most  surprising  explanation  of  the  silence  of 
the  bankers  on  this  question  of  my  confirmation,  touching  them  so 
clearly.  His  friend  and  admirer  of  the  Boston  Weekly  thought  it 
was  caused  by  cowardice  or  indolence  or  at  least,  expressed  himself 
to  that  effect. 

The  Hogan  theory  is  that  the  silence  is  a  thunderclap,  that  the 
bankers  of  the  United  States  could  find  no  louder  means  of  protest 
against  me,  no  more  intelligent  method  of  resistance  or  rebuke  than 
reticence — abstention  from  adopting  resolutions  laudatory  of  me  at 
their  official  gatherings.  I  submit  this  argument  to  the  committee 
as  evidence  of  desperation,  of  cheap  trickery  and  puerility  and  con- 
sequently of  the  pleader's  recognition  of  the  futility  and  emptiness 
of  his  own  case.  So  far  as  I  know,  it  never  has  been  the  custom  of 
bankers  of  this  country  to  have  their  assemblages  pass  upon  the 
merits  of  Treasury  Department  officials.  Following  Mr.  Hogan 's 
line,  I  might  suggest  that  their  silence  proves  they  have  not  the 
mortal  fear  of  me  they  are  represented  as  having,  because  it  is  the 
common  habit  of  the  affrighted  to  seek  to  curry  favor. 

However,  to  meet  that  issue,  trivial  as  it  seems,  I  take  the  liberty 
of  submitting  a  few  facts  and  documents.  The  national  bank  sec- 
tion of  the  American  Bankers'  Association  has  done  me  the  honor 
to  ask  me  a  second  time — I  addressed  them  in  1916  at  Kansas  City — 
to  deliver  an  address  before  its  annual  meeting  at  St,  Louis  in  Octo- 
ber, which  invitation  I  have  had  pleasure  in  accepting.  Since  T 
have  been  in  office  I  have  also  had  the  honor  of  addressing,  by  invi- 
tation, the  assembled  bankers  of  Maryland,  Indiana,  Tennessee,  and 
Kentucky,  and  have  been  compelled  because  of  the  exactions  of  my 
official  duties,  much  to  my  regret,  to  decline  cordial  invitations  to 
address  conventions  of  bankers  of  various  other  States,  including 
among  them  Mr.  McFadden's  State  of  Pennsylvania.  In  reference 
to  a  remark  by  Senator  Penrose  before  your  committee  regarding 
dissatisfaction  with  my  administration  among  bankers  of  his  State* 
I  addressed  him  a  letter  which  I  take  the  liberty  of  introducing  here, 

as  follows : 

Treasuby  Department, 
Washington,  August  18,  1919. 
Hon.  Boies  Penrose, 

United  States  Senate,  Washington,  D.  O. 

Dear  Sir  :  At  the  hearing  before  the  Banking  and  Currency  Committee*  of  the 
Senate  on  July  29  you  said  to  the  committee  (p.  706  of  July  hea rings)  :  "  I  have 
received  a  vast  number  of  complaints  about  the  comptroller's  office  from  Penn- 
sylvania. I  suppose  three-fourths  of  the  bankers  in  the  State  have  written  to 
me  complaining." 
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To  that  statement  I  replied:  "  I  should  be  very  happy,  Mr.  Chairman  and  gen- 
tlemen, to  be  given  the  opportunity  of  answering,  any  complaints  that  have  been 
made  against  the  comptroller's  office.  I  do  not  think  it  is  fair,  with  all  due 
respect  for  the  committee,  to  act  upon  ex  parte  complaints  which  are  not  an- 
swered." The  end  of  the  sentence  should  have  read  "  which  I  am  not  given  the 
opportunity  of  answering." 

In  answer  to  that  statement  you  said :  "  These  complaints  are  so  unanimous 
they  are  impressive.  I  have  not  gone  into  them  at  all.  Most  of  these  gentle- 
men do  not  want  their  names  known,  because  they  fear  that  things  might  be 
uncomfortable." 

To  which  I  replied:  "How  could  they  be  uncomfortable  to  them?" 

You  answered :  "  I  do  not  know.    I  am  not  a  banker  and  do  not  know." 

I  then  said :  "  I  do  not  believe,  gentlemen,  that  any  member  of  this  committee 
is  willing  to  condemn  a  man  on  an  ex  parte  statement  on  charges  of  which  he  is 
entirely  ignorant.  I  am  not  willing  to  believe  this  committee  would  be  governs* 
in  that  way.  It  would  be  subversive  of  the  most  elementary  principles  of  justice 
and  fairness.  But  we  have  seen  the  character  of  some  of  the  complaints — the 
hollow,  shallow,  mocking  character  of  some  of  the  complaints  that  have  been 
tiled  with  your  committee. 

•4 1  have  pointed  out  to  you  the  resolutions  which  your  committee  was 
informed  were  passed  by  the  '  clearing-house  association '  of  Winchester,  Ky.. 
and  laid  before  this  committee  in  February  by  an  eminent  distinguished  former 
Member  of  the  Senate,  and  when  he  was  asked  what  4  clearing  house '  passed 
that  resolution  he  declined  to  say.  A  member  of  the  Senate  committee  told  me 
subsequently  that  he  understood  that  the  resolution  came  from  Winchester,  Ky., 
and  I  have  shown  you  that  a  few  weeks  later  a  national  bank  examiner  wrote  to 
me  and  stated  that  he  had  had  occasion  to  examine  the  national  banks  at  Win- 
chester, Ky.,  a  few  days  before  and  that  in  the  course  of  his  examination  b«  . 
called  for  the  clearings  in  order  that  he  might  check  them  up  with  the  clearing 
house,  and  the  officer  of  the  bank  to  whom  he  made  the  application  became  very 
much  confused. 

"  He  said,  '  We  have  no  clearing  house  and  never  had  one.' 

"  The  bank  examiner  said,  '  Have  no  clearing  house?  Who  passed  that  reso- 
lution which  was  presented  before  the  Senate  condemning  the  Comptroller  of 
the  Currency  ? ' 

"  His  confusion  increased.  He  said,  *  So-and-so,'  naming  an  officer  an  officer 
or  the  teller  in  the  other  national  bank  of  the  city.  '  He  and  I  got  that  up  * — a 
resolution  which  purported  to  be  a  resolution  of  the  clearing  house  and  was 
sent  on  to  Washington  as  a  resolution  of  the  clearing  house  which  did  not  exist 
and  which  had  never  existed.  He  said,  '  I  got  that  up.  I  am  tired  making  out 
those  reports  for  Washington.    I  am  a  Republican,  anyhow.' 

"That  was  his  excuse  to  a  national-bank  examiner,  whose  evidence  is  in 
this  record.  And  there  is  a  *  fake '  resolution  of  the  Winchester  clearing  house 
laid  before  you  for  the  purpose  of  influencing  your  judgment  and  your  opinion 
by  two  petty  officers  of  national  banks  there,  and  when  inquiry  was  made  of 
the  president  and  directors  about  that  they  expressed  their  deep  regret  that 
anything  of  that  sort  should  have  happened  and  said  that  they  knew  nothing  of 
it  at  all." 

The  chairman  asked  me :  "  You  do  not  mean  to  imply  that  the  Senator  who 
introduced  that  resolution  knew  that  it  was  a  fake?  " 

I  said  to  the  committee:  "I  know  nothing  about  that.  I  told  you  in  the 
previous  hearing  that  the  same  Senator  who  introduced  that  resolution  had 
informed  your  committee  that  he  had  never  received  a  letter  or  word  com- 
mendatory of  the  Comptroller  of  the  Currency,  and  that  subsequently,  when  it 
was  discovered  that  I  knew  of  correspondence  which  he  had  had  in  Lexington* 
Ky.,  with  a  leading  banker  of  that  city,  the  president  of  the  local  bankers'  as- 
sociation, he  said,  *  Well,  I  was  going  to  mention  that  letter,'  but  he  never  read 
the  letter  to  the  committee,  and  that  letter  was  read  to  the  committee  subse- 
quently by  me,  and  inserted  in  that  record,  in  which  that  leading  banker,  a  man 
who  had  had  40  years'  experience  in  the  banking  business,  informed  the  Sen- 
ator that  he  had  been  in  the  business  40  years,  and  that  he  had  seen  many- 
comptrollers  come  and  go,  but  that  he  was  never  aware  of  an  administration 
which  had  been  more  successful  than  the  present  one.  The  letter  was  com- 
mendatory throughout.  He  said  that  his  bank  had  never  been  put  to  any  hard- 
ship, and  that  he  welcomed  the  examinations  which  were  being  made,  which 
were  calculated  to  improve  and  strengthen  their  position.     And  he  satd,  '  In 
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order  that  you  may  see  that  I  am  not  governed  by  partisan  motives,  I  aui  a 
rock-ribbed  McKinley  Republican,  and  always  expect  to  be.  But  I  think  it  i* 
only  fair  to  the  comptroller  that  I  should  write  you  as  I  am  doing/ 

"  When  the  Senator  stated  to  your  committee  that  he  had  never  received  or 
heard  a  commendatory  word  about  the  comptroller  he  was  in  possession  of  that 
letter,  freshly  received.  I  mention  the  Winchester  resolution  as  indicative  of 
the  secret  propaganda  against  the  comptroller's  office.  * 

"  Without  boasting,  I  desire  to  say  that  the  comptroller's  office  is  in  receipt 
of  hundreds  of  letters  from  all  over  the  country,  from  Republicans  and  Peiu«»- 
crats  alike,  regardless  of  political  affiliations,  commending  and  approving  in  the 
highest  terms  the  methods  and  policies  which  have  been  instrumental  in  achiev- 
ing the  resutls  which  have  been  obtained  in  the  past  five  or  six  crucial  years." 

Part  of  this  colloquy  was  published  in  the  newspapers.  Doubtless  you  have 
noticed  the  avidity  with  which  some  correspondents  nave  put  Into  print  every 
suggestion  that  might  tend  to  discredit  me  or  my  administration  of  the  comp- 
trollershlp.  Aside  from  that  and  for  reasons  which  will  present  themselves  to 
you  naturally  I  am  Interested  in  your  summary  of  the  feeling  toward  me  among 
the  Pennsylvania  banks.  I  realize  that  your  remark  was  casual  and  know  how 
easy  it  is  for  a  small  minority  of  any  class,  by  clamor  and  aggressiveness,  to 
impress  the  belief  that  they  are  the  majority  or  the  whole.  Therefore  I  am 
taking  the  liberty  of  asking  that  you  will  do  me  the  favor  to  analyze  the  facts  of 
the  complaints  and  protests  of  which  you  spoke. 

June  30  of  this  year  there  were  1,383  national  and  State  banks  in  Pennsyl- 
vania. I  think  you  will  ascertain,  by  a  little  inquiry,  that  you  were  mistaken  in 
thinking  that  three-fourths  of  these,  which  would  be  1,037,  have  complained  to 
you  against  me.  I  ask  you  further  to  consider  that  men  of  the  standing  and 
Intelligence  of  the  average  Pennsylvania  banker  are  not  likely  to  be  timid  or 
fearful  of  shadows.  The  opportunity  to  be  rid  of  me  with  presentation  of 
tangible  or  definite  charges  or  complaints  was  wide  open  before  them  while  the 
Banking  and  Currency  Committee  was  taking  evidence  in  the  matter  of  my 
nomination  and  Inviting  all  to  state  their  grievances.  My  own  belief,  in  which 
I  am  sure  you  will  coincide,  is  that  the  banking  people  of  Pennsylvania  are  made 
of  sterner  stuff  than  to  be  content  to  express  their  wrongs,  or  to  do  their  duty  as 
citizens  in  aiding  In  the  deposition  of  an  unfit  or  dangerous  official  (especially 
with  such  opportunity  before  them)  from  the  hiding  place  of  anonymous  or 
vague  statements  of  dissatisfaction.  I  think  you  will  agree  with  me  that  their 
impulse  and  Instinct,  if  they  felt  they  were  oppressed  or  dealt  with  unjustly, 
would  be  to  oppose  their  enemy  in  the  open  and  undertake  to  overthrow  him  with 
facts 

As  you  have  heard,  or  will  see  in  the  record,  of  the  1,383  banks  in  Pennsyl- 
vania direct  opposition  to  my  confirmation  canje  from  one.  As  you  know,  he  is 
a  Member  of  the  House  of  Representatives,  but  failed  to  answer  my  challenge 
several  times  repeated,  to  go  before  your  committee  and  stajte  his  case.  To  the 
time  of  this  writing  he  has  refused,  or  failed  to  push  the  Investigation  of  my 
conduct  and  character  which  he  so  boastfully  promised.  My  urgent  demand 
that  he  make  his  promise  good  is  unanswered.  He  has  applied  to  a  United 
States  court  in  Pennsylvania  for  an  order  to  restrain  me  from  demanding 
access  to  the  records  of  his  bank  for  criminal  or  other  prosecution  and  to 
prevent  me  from  requiring  him  or  other  officers  of  his  bank  to  be  witnesses* 
against  themselves,  and  further  from  disclosing  any  of  its  affairs  to  "  Members 
of  Congress"  or  others.  For  the  proponent  of  a  resolution  of  investigation 
he  seems  to  be  somewhat  shy  of  investigation. 

The  record  of  your  committee  will  prove  to  you  that  he  is  far  from  being  a 
representative  of  the  men  or  the  methods  of  banking  In  his  Stated 

On  the  other  hand,  I  have  letters  from  banks  in  Pennsylvania,  large  and 
small,  commending  my  work  as  comptroller,  and  some  men  of  your  own  party- 
have  written  me  that  they  have  written  you,  without  suggestion  from  me  and 
without  my  knowledge,  strongly  commending  my  administration. 

I  state  further,  as  a  fact  to  be  proved  or  disproved  from  my  officia)  flies, 
that  in  the  more  than  five  years  of  my  administration  as  comptroller  not  one 
Instance  of  oppression  or  injustice  has  been  shown.  I  could  not  believe,  and 
you  could  not  believe,  that  all  the  bankers  of  this  country  are  cowards,  to 
crouch  under  an  unjust  lash  and  answer  it  only  with  suppressed  whimperings. 

It  is  true  that  some  few  complaints  against  this  office  have  come  to  my  knowl- 
edge from  State  banks,  which  are  not  under  my  jurisdiction.  Some  of  these,  of 
unquestionable  character,  have  thought  that  in  public  statements  I  have  dis- 
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criminated  in  favor  of  national  banks  by  showing  that  the  casualties  among  na- 
tional banks  were  less  in  proportion  than  among  the  State  banks.  I  have  given 
the  facts  it  was  necessary  to  give  and  that  the  law  expects  me  to  give.  I  have 
kept  in  view,  also,  the  hope  that  the  system  of  Slate  bank  examinations  might 
he  brought  to  the  same  efficiency  and  strictness  that  have  contributed  to  the 
gratifying  conditions  we  now  have  among  national  banks,  promising  the  disap- 
insurance  of  mismanagement  and  failures. 

It  is  possible  that  some  echo  of  these  complaints  may  have  reached  and  mis- 
It  d  you.  State  bonk  examiners  themselves  have  protested  against  the  methods 
of  this  office,  and  I  am  informed  that  some  of  them  in  a  recent  assemblage 
adopted  resolutions  favoring  abolition  of  the  comptroilership.  Yet  you  have 
seen  in  your  own  State,  and  very  recently,  the  tragic  and  distressing  results  of 
laxity  in  supervision  of  State  banks  holding  important  positions  and  supposed 
to  l>e  under  the  best  management. 

Nothing  Is  more  natural  or  inevitable  than  resentment  of  supervision  by  citi- 
zens of  position  and  influence  unaccustomed  to  criticism.  My  hope  and  belief 
are  that  when  you  analyze,  as  I  have  ventured  to  suggest,  the  complaints  of 
which  you  spoke,  you  will  And  them  to  be  from  those  who  have  fallen  under 
restraint  necessary  for  their  own  safety  and  the  public  welfare,  and  from  their 
associates  and  friends;  and  from  State  banks  restive  under  implied  criticism 
for  the  lax  examination  methods  to  which  they  are  accustonJecl,  but  which 
they  now  realize,  doubtless,  may  be  attended  by  sad  and  destructive  conse- 
quences. 

Yours,  very  truly, 

John  Skklton  Williams. 

As  I  have  no  reply  to  this,  I  assume  that  Senator  Penrose  ascer- 
tained, on  inquiry,  that  the  gentlemen  from  whom  he  had  heard 
could  present  no  tangible  complaint  and  simply  had  been  asserting 
the  inalienable  Anglo-Saxon  privilege  of  general  dissatisfaction  with 
the  Government.  It  is  inconceivable  that  the  Senator's  constituents — 
men  of  intelligence,  patriotism,  and  responsibility — would  have  feared 
to  present  to  him  any  serious  accusations  they  might  have  had  in  con- 
nection with  a  matter  so  serious  as  the  conduct  of  the  comptroller's 
office,  especially  at  a  time  so  critical  as  this. 

A  few  of  the  many  commendatory  and  very  gratifying  letters  which 
have  come  to  me  from  all  parts  of  the  country  I  have  taken  the  liberty 
of  bringing  to  your  attention  in  the  early  part  of  this  statement  in 
answer  to  Mr.  Hogan's  suggestion  of  "ominous  silence."  Let  me 
invite  your  attention  to  the  fact  that  the  only  letter  which,  as  far  as 
I  have  learned,  Mr.  Hogan  has  been  able  to  find  critical  of  this  office 
for  use  in  his  personally  conducted  propaganda,  and  which  he  had 

Srinted  and  has  been  sending  out,  was  a  three-year-old  letter  from  a 
orth  Dakota  banker  complaining  that  banks  were  leaving  the  na- 
tional system  and  converting  into  State  banks.  In  August,  1919, 
while  Mr.  Hogan  was  scattering  that  letter,  that  North  Dakota  banker 
made  formal  application  to  this  office  for  permission  to  convert  his 
State  bank  into  a  national  bank ! 

I  ask  consideration  of  all  these  facts  and  letters  in  connection  and 
contrast  with  the  adverse  letters  mentioned  in  former  hearings,  but 
not  produced,  by  Senator  Weeks,  and  the  letter  from  a  banker  in 
Nebraska,  not  introduced  here,  but  presented  by  Representative  Mc- 
Fadden  as  a  part  of  the  smoke  screen  which  he  threw  up  in  the  Con- 
gressional Record  a  few  days  ago  to  cover  a  retreat  which  impressed 
me  as  ignominious. 

You  gentlemen  doubtless  noted  that  the  greater  part  of  Mr.  Hogan 's 
most  recent  utterances  before  you,  to  which  I  have  had  access,  was  a 
quibbling  defense  of  the  Riggs  Bank,  curiously  mixed  with  nibbling 
attacks  and  outbursts  of  malice  against  me.    I  have  answered,  from 
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the  records,  every  point  I  could  discern  and  identify  as  bearing:  on  the 
case.  As  to  the  perjury  case,  I  did  not  participate  in  that  prosecution 
nor  instigate  it.  My  only  interest  in  that  phase  has  been  to  demon- 
strate that  when  I  denied  such  participation  I  told  the  literal  and  exact 
truth.  Mr.  Untermyer  sustains  me.  The  records  sustain  me.  The 
onlv  basis  for  the  attempt  to  contradict  me  is  the  unfounded  surmise 
of  if  r.  Hogan,  whose  testimony  on  other  points  is  so  thoroughly  dis- 
cred'ted  or  disproved. 

Your  committee  will  find  additional  evidence  of  Mr.  Hogan "s  des- 
tination, his  malicious  disregard  of  facts  and  ignorance  in  the 
arge  promises  he  made  of  what  he  would  prove  if  he  could  but 
have  access  to  my  personal  diary  and  certain  records  of  the  Treasury 
Department.  In  passing,  it  is  appropriate  to  note  the  fine  note  of 
chivalric  scorn  struck  by  Mr.  Hogan  in  describing  the  refusal  of  the 
Eiggs  Bank  officers  to  buy  from  an  unidentified  thief  transcripts  of 
my  private  diary.  It  is  difficult  to  avoid  the  cynical  reflection  that 
the  proposed  purchase  might  have  been  expensive  and  probably 
would  have  brought  the  purchasers  within  the  purview  of  the  criminal 
law  for  buying  stolen  goods.  Mr.  Hogan,  acting  here,  as  seems  to  be 
established,  with  the  warm  approval  and  active  connivance  of  the 
Riggs  Bank  officials,  found  a  cheaper  and  safer  way.  He  would  not 
buy  my  private  diary,  but  he  undertook  to  use  the  incautious  confi- 
dence of  the  thief  to  induce  this  committee  to  secure  the  little  book 
for  him.  It  was  produced  promptly  and  put  at  the  committee's  dis- 
]x>sal,  with  results  which  you  know. 

The  Treasury  Department  records,  from  which  so  much  of  star- 
tling and  damning  revelation  was  promised  by  the  sanguine  Hogan, 
were  produced  promptly,  and  you  saw  them.  I  submit  that  these  in- 
cidents are  sufficient  to  show  the  character,  the  motive,  the  animus, 
and  the  instigation  of  this  opposition  to  me.  They  seem  to  me  con- 
clusive evidence  of  furious,  unscrupulous,  implacable  malice,  in  ad- 
dition to  the  previous  evidence  on  which  Judge  McCoy  based  his 
opinion  on  malice. 

Now,  gentlemen,  I  congratulate  you  on  the  fact  that  I  have  finished 
unless  you  wish  further  information  or  testimony.  I  regret  that  I 
have  been  the  involuntary  cause  of  so  much  trespass  on  your  time, 
attention,  and  patience.  I  thank  you  sincerely  for  the  kindness  and 
consideration  you  have  shown  me  in  throwing  the  doors  wide  open, 
inviting  all  accusers  and  complainants,  and  giving  me  full  opportu- 
nity to  answer. 

t  regret  that  the  few-  adverse  witnesses  who  have  appeared  have 
taken  advantage  of  the  freedom  allowed  them  and  have  so  abused  the 
opportunity  by  making  and  giving  publicity  to  accusations  wholly 
and  maliciously  false  and  which  they  did  not  even  pretend  or  attempt 
to  corroborate.  The  fidelity  and  integrity  of  my  administration  has 
never  been  and  can  not  be  truthfully  questioned.  The  facts  also 
seem  to  showT  that  its  efficiency  has  been  high — I  may  add,  I  think 
the  records  show,  unprecedently  high — and  that  in  execution  of  my 
purpose  and  aim  to  aid  as  far  as  I  could  in  keeping  the  banks  of  the 
country  under  my  supervision  safe  and  useful  and  in  position  to 
meet  unprecedented  demands  upon  them  in  those  world- racking  times 
I  have  not  been  disappointed. 

I  have  tried  to  follow  out  to  the  last  ramification  and  meet  fairly 
und  squarely  every  charge  and  insinuation  against  me.     My  office  has 
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nursed  to  health  and  strength  with  tireless  energy  strong  banks  which 
had  been  made  weak  and  sickly  by  misfortune  or  mismanagement, 
tut  the  authorities  of  which  snowed  honest  purpose  of  amending. 
We  have  been  severe  where  that  course  was  necessary.  So  far  as  I 
can  discover,  the  real  provocation  for  all  this  protest  is  my  determi- 
nation that  it  was  not  oecoming  nor  prudent  to  me,  representing  the 
Government  and  law,  to  approach  and  remonstrate  with  those  who 
would  put  their  own  judgments  and  customs  and  selfish  aims  above 
the  law  in  a  bondman's  key,  with  bated  breath  and  whispering 
humbleness. 

Respectfully  submitted. 

John  Skelton  Williams. 
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